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Section One





Section One

Organizational Behavior Today
People at work in organizations today are part of a new era. The institutions of
society and the people who make them work are challenged in many and very
special ways. Society at large increasingly expects high performance and high
quality of life to go hand-in-hand, considers ethics and social responsibility core
values, respects the vast potential of demographic and cultural diversity among
people, and accepts the imprint of a globalization on everyday living and organi-
zational competitiveness. In this new era of work and organizations, the body of
knowledge we call “organizational behavior” offers many insights of great value.

WHAT IS ORGANIZATIONAL BEHAVIOR?
Formally defined, organizational behavior—OB for short—is the study of in-
dividuals and groups in organizations. Learning about OB will help you develop
a better work-related understanding about yourself and other people. It can also
expand your potential for career success in the dynamic, shifting, complex, and
challenging new workplaces of today…and tomorrow.

SHIFTING PARADIGMS OF ORGANIZATIONAL BEHAVIOR
Progressive workplaces today look and act very differently from those of the past.
They have new features, they approach work processes in new ways, and they
serve different customer and client markets. The last decade of the twentieth cen-
tury was especially dramatic in both the nature and pace of change. One observer
called it a “revolution that feels something like this: scary, guilty, painful, liberat-
ing, disorienting, exhilarating, empowering, frustrating, fulfilling, confusing, chal-
lenging. In other words, it feels very much like chaos.”1 But what began as a 
revolution has become everyday reality as we start a new century. Intense global
competition, highly interdependent national economies, constantly emerging
computer and information technologies, new forms of organizations, and shifting
population demographics are now part of the norm. Today we are surrounded by
both change and its implications for organizations—just look at the new world of
electronic commerce,2 and for individuals—look also at the demand for compe-
tencies with new technologies and commitment to continuous personal improve-
ment.3 What remains is the struggle to deal best with these changes, individually
and institutionally, and to keep up the pace as further changes emerge.4

In an article entitled “The Company of the Future,” Harvard Professor and
former Secretary of Labor Robert Reich says: “Everybody works for somebody or
something—be it a board of directors, a pension fund, a venture capitalist, or a

Organizational behavior

is the study of individuals

and groups in organizations.



traditional boss. Sooner or later you’re going to have to decide who you want to
work for.”5 In making this decision, you will want to join a progressive work-
place that reflects values consistent with your own. This book can help you 
prepare for such choices in full recognition that our transition to the new century
includes these trends:6

• Demise of “command-and-control”—with increasing competitiveness in orga-
nizational environments, traditional hierarchical structures are proving too
unwieldy, slow, and costly to do well.

• Emergence of new workforce expectations—a new generation of workers is
bringing with it less tolerance for hierarchy, more informality, and concerns
for performance merit rather than status.

• Increasing impact of information technologies—organizations are now bur-
geoning with computers, and the consequent implications for information
utilization are far reaching and substantial.

• Belief in empowerment—a dynamic and complex environment places a pre-
mium on knowledge, experience, and commitment, all of which thrive in
high-involvement and participatory work settings.

• Emphasis on teamwork—organizations today are less vertical and more hori-
zontal in focus; driven by complex environments and customer demands,
work is increasingly team based with a focus on peer contributions.

• Concern for work-life balance—as society increases in complexity, organizations
are paying more attention to how members balance the sometimes-conflicting
demands and priorities of work and personal affairs.

ORGANIZATIONAL BEHAVIOR AND DIVERSITY
An important watchword in the twenty-first century is workforce diversity—
the presence of differences based on gender, race and ethnicity, age, and able-
bodiedness.7 Success in the new workplace requires a set of skills for working
successfully with a broad mix of people from different racial and ethnic back-
grounds, of different ages and genders, and of different domestic and national
cultures. Valuing diversity is an OB theme. It refers to managing and working
with others in full respect for their individual differences. Interpersonal sensitiv-
ity and cultural respect are indispensable to valuing diversity. 

Even though valuing diversity is emphasized in our books and classrooms,
much remains to be accomplished. A glass ceiling effect acts as a hidden barrier
limiting the career advancement of minorities and women in some situations.  A
Harvard Business Review forum on “Race in the U.S. Workplace,” for example, in-
cluded these opening statements: “Many people of color themselves still struggle
with the closed doors of institutional racism…ignorance and prejudice have by
no means disappeared from the U.S. workforce.” The article went on to conclude:
“Yet there are signs of headway.”8 A recent study of 860 U.S. companies indicates
that the number of African-Americans serving as board directors increased 18 per-
cent in a two-year period; the number of women directors increased 4 percent.9

Yet, as one indicator of lingering disparities in diversity representation in the ex-
ecutive ranks, women are reported as holding only about 11 percent of corporate
officerships in Fortune 500 companies (see The Effective Manager 1.1). They also
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earn as senior executives only 68 cents to the dollar
earned by the highest-paid men.10

Learning About
Organizational Behavior

We live and work in a knowledge-based economy
that is continually laced with the winds of change.
This places a great premium on “learning” by organi-
zations as well as individuals. Only the learners, so
to speak, will be able to maintain the pace and suc-
ceed in a constantly changing environment.11

ORGANIZATIONAL BEHAVIOR AND THE LEARNING IMPERATIVE
Consultants and scholars emphasize organizational learning as the process of
acquiring knowledge and utilizing information to adapt successfully to changing
circumstances.12 Organizations must be able to change continuously and posi-
tively while searching continuously for new ideas and opportunities. The same is
true for each of us. We must strive for continuous improvement to keep pace
with a dynamic and complex environment.

Life-long learning is a popular concept these days, and the message is rele-
vant. You can and must learn from day-to-day work experiences, conversations
with colleagues and friends, counseling and advice from mentors, success models,
training seminars and workshops, and the information available in the popular
press and mass media. This book contains a special section, The Organizational
Behavior Workbook, designed specifically to help you begin this process. In-
cluded in the workbook are many opportunities for you, individually and in stu-
dent study groups, to analyze readings and cases, participate in experimental ex-
ercises, and complete skills-assessment inventories to advance your learning.

SCIENTIFIC FOUNDATIONS OF ORGANIZATIONAL BEHAVIOR
As far back as a century ago, consultants and scholars were giving increased at-
tention to the systematic study of management. Although most attention was ini-
tially on physical working conditions, principles of administration, and industrial
engineering principles, by the 1940s the focus had broadened to include the es-
sential human factor. This gave impetus to research dealing with individual atti-
tudes, group dynamics, and the relationships between managers and workers.
Eventually, the discipline of organizational behavior emerged as a broader and
encompassing approach. Today, it continues to evolve as a discipline devoted to
scientific understanding of individuals and groups in organizations, and of the
performance implications of organizational structures, systems, and processes.13

Interdisciplinary Body of Knowledge OB is an interdisciplinary body of
knowledge with strong ties to the behavioral sciences—psychology, sociology,
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and anthropology, as well as to allied social sciences—such as economics and
political science. Organizational behavior is unique, however, in its devotion to
applying and integrating these diverse insights to achieve a better understanding
of human behavior in organizations.

Use of Scientific Methods OB uses scientific methods to develop and empiri-
cally test generalizations about behavior in organizations. Figure 1.1 describes 
research methodologies commonly used. Scientific thinking is important to OB
researchers and scholars for these reasons: (1) the process of data collection is
controlled and systematic; (2) proposed explanations are carefully tested; and (3)
only explanations that can be scientifically verified are accepted. Research con-
cepts and designs in OB are explained further in the module “Research Methods
in Organizational Behavior.”

Focus on Application The field of organizational behavior focuses on appli-
cations that can make a real difference in how organizations and people in them
perform. Outcome or dependent variables studied by researchers, for example,
include task performance, job satisfaction, job involvement, absenteeism, and
turnover. It is in this sense that OB is an applied social science that can ultimately
help to improve the functioning of organizations and the work experiences of
their members. Among the practical questions addressed by the discipline and in
this book are: How should rewards such as merit pay raises be allocated? When
should jobs be designed for individuals and for groups? What are the ingredients
of successful teamwork? How can organizational cultures be changed? Should
decisions be made by individual, consultative, or group methods? In a negotia-
tion, what is the best way to achieve “win-win” outcomes?

Contingency Thinking Rather than assume that there is one “best” or univer-
sal way to manage people and organizations, OB recognizes that management
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practices must be tailored to fit the exact nature of each situation. Using a con-
tingency approach, researchers try to identify how different situations can 
best be understood and handled. We recognize that culture can affect how OB
theories and concepts apply in different countries.14 What works well in one 
culture may not work as well in another. Other important contingency variables
addressed in this book include environment, technology, task, structure, and
people.

Organizations as Work Settings
The study of organizational behavior must be framed in an understanding of organi-
zations as work settings. An organization is formally defined as a collection of 
people working together in a division of labor to achieve a common purpose. This
definition describes a wide variety of clubs, voluntary organizations, and religious
bodies, as well as entities such as small and large businesses, labor unions, schools,
hospitals, and government agencies. The insights and applications of OB can be ap-
plied to help all such organizations perform up to expectations as social institutions.

PURPOSE, MISSION, AND STRATEGIES 
The core purpose of an organization may be stated as the creation of goods or ser-
vices for customers. Nonprofit organizations produce services with public benefits,
such as health care, education, judicial processing, and highway maintenance.
Large and small for-profit businesses produce consumer goods and services such
as automobiles, banking, travel, gourmet dining, and accommodations.

Missions and mission statements focus the attention of organizational members
and external constituents on the core purpose.15 For example, the pharmaceutical gi-
ant Merck states that its purpose is “to preserve human life.” The retailer Wal-Mart
states that it seeks “to give ordinary folk the chance to buy the same things as rich
people.”16 Increasingly, mission statements are written to communicate a clear vision
in respect to long-term goals and future aspirations. The corporate vision at America
West Airlines expresses the desire “to be known for its focus on customer service
and its high performance culture.”17 Bold and challenging visions can attract atten-
tion and help draw members together in the quest for high performance. As Robert
Reich states in his description of the company of the future: “Talented people want
to be part of something that they can believe in, something that confers meaning on
their work, on their lives—something that involves a mission.”18

Given a sense of purpose and a vision, organizations pursue action strategies
to accomplish them. The variety of mergers and acquisitions common in busi-
ness today, such as the Daimler-Chrysler combination, are examples of corporate
strategies to achieve and sustain advantage in highly competitive environments.
In this context, strategies must be both well formulated and well implemented
for the organization to succeed.19 The plan alone is insufficient to the broader
strategic goal: To get and stay ahead of the competition. It is here, at the level of
action, that the field of organizational behavior becomes especially important. A
knowledge of OB is essential to effective strategy implementation. Things hap-
pen in organizations because of the efforts of people, and how people work to-
gether in organizations is what OB is all about.
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PEOPLE AND WORK SYSTEMS
When CEO Richard Kovacevic of Norwest was asked to comment on the bank’s
performance, he said: “Our success has to do with execution…talented, profes-
sional, motivated people who care…that’s our competitive advantage.”20 Leaders
of today’s organizations recognize the importance of putting people first. They
understand the new significance of the old concept—people are an organiza-
tion’s most critical assets.

One of the important directions in OB today is the emphasis on intellectual
capital as represented by the sum total of knowledge, expertise, and dedication
of an organization’s workforce.21 It recognizes that even in the age of high tech-
nology, people are the indispensable human resources whose knowledge and
performance advance the organization’s purpose, mission, and strategies. Only
through human efforts can the great advantages be realized from other material
resources of organizations such as technology, information, raw materials, and
money. A recent Fortune survey of America’s most-admired firms goes so far as
to report that “the single best predictor of overall success was a company’s abil-
ity to attract, motivate, and retain talented people.”22

Today’s strategic emphasis on customer-driven and market-driven organiza-
tions places great significance on understanding the relationship between an or-
ganization and its environment. As shown in Figure 1.2, organizations can be
viewed as open systems that obtain resource inputs from the environment and
transform them into outputs that are returned to the environment in the form of
finished goods or services. If everything works right, the environment values
these outputs and creates a continuing demand for them. This sustains opera-
tions and allows the organization to survive and prosper over the long run. But
things can and sometimes do go wrong in the organization/environment rela-
tionship. If the value chain breaks down and an organization’s goods or services
become unpopular, it will sooner or later have difficulty obtaining the resources
it needs to operate. In the extreme case, it will be forced out of existence.
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Organizational Behavior and Management
Regardless of your career direction and entry point, the field of organizational be-
havior will someday become especially important as you try to master the special
challenges of working as a manager. In all organizations, managers perform jobs
that involve directly supporting the work efforts of others. Being a manager is a
unique challenge that carries distinct performance responsibilities. Managers help
other people get important things done in timely, high-quality, and personally sat-
isfying ways. In the new workplace, this is accomplished more through “helping”
and “supporting” than through traditional notions of “directing” and “controlling.”
Indeed, the word “manager” is increasingly being linked in the new workplace to
roles described by such titles as “coordinator,” “coach,” or “team leader.”23

THE NATURE OF MANAGERIAL WORK
Anyone who serves as a manager or team leader assumes a unique responsibility
for work that is accomplished largely through the efforts of other people. The re-
sult is a very demanding and complicated job that has been described by re-
searchers in the following terms.24 Managers work long hours. A work week of
more than the standard 40 hours is typical. The length of the work week tends to
increase as one advances to higher managerial levels; heads of organizations of-
ten work the longest hours. Managers are busy people. Their work is intense and
involves doing many different things on any given workday. The busy day of a
manager includes a shifting mix of incidents that require attention, with the num-
ber of incidents being greatest for lower-level managers. Managers are often in-
terrupted. Their work is fragmented and variable. Interruptions are frequent, and
many tasks must be completed quickly. Managers work mostly with other people.
In fact, they spend little time working alone. Time spent with others includes
working with bosses, peers, subordinates, subordinates of their subordinates, as
well as outsiders, such as customers, suppliers, and the like. Managers are com-
municators. In general, managers spend a lot of time getting, giving, and pro-
cessing information. Their work is often face-to-face verbal communication that
takes place during formal and informal meetings. Higher level managers typi-
cally spend more time in scheduled meetings than do lower level managers.

THE MANAGEMENT PROCESS
An effective manager is one whose organizational unit, group, or team consistently
achieves its goals while members remain capable, committed, and enthusiastic.
This definition focuses attention on two key results. The first is task perfor-
mance—the quality and quantity of the work produced or the services provided
by the work unit as a whole. The second is job satisfaction—how people feel
about their work and the work setting. Just as a valuable machine should not be
allowed to break down for lack of proper maintenance, the valuable contribu-
tions of the human resource should never be lost for lack of proper care. Ac-
cordingly, OB directs a manager’s attention to such matters as job satisfaction,
job involvement, and organizational commitment, as well as measures of actual
task performance.
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The job of any manager or team leader is largely one of adding value to the
work setting by doing things that help others to accomplish their tasks. A tradi-
tional and still relevant way of describing this job is as a set of tasks or functions
that must be performed constantly and often simultaneously. As shown in Figure
1.3, these four functions of management are planning, organizing, leading, and
controlling.They form a framework for managerial action that can be described
as follows:25

• Planning—Defining goals, setting specific performance objectives, and iden-
tify the actions needed to achieve them.

• Organizing—Creating work structures and systems, and arranging resources
to accomplish goals and objectives.

• Leading—Instilling enthusiasm by communicating with others, motivating
them to work hard, and maintaining good interpersonal relations.

• Controlling—Ensuring that things go well by monitoring performance and
taking corrective action as necessary.

MANAGERIAL ROLES AND NETWORKS
In what has become a classic study of managerial behavior, Henry Mintzberg
moved beyond this functional description and identified three sets of roles that
managers must be prepared to perform on a daily basis.26 These roles are shown
in Figure 1.4. In the first category are interpersonal roles that involve working di-
rectly with other people. They include hosting and attending official ceremonies
(figurehead), creating enthusiasm and serving people’s needs (leader), and main-
taining contacts with important people and groups (liaison). The informational
roles involve exchanging information with other people. They include seeking
out relevant information (monitor), sharing relevant information with insiders
(disseminator), and sharing relevant information with outsiders (spokesperson).
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The decisional roles involve making decisions that affect other people. They in-
clude seeking out problems to solve and opportunities to explore (entrepreneur),
helping to resolve conflicts (disturbance handler), allocating resources to various
uses (resource allocator), and negotiating with other parties (negotiator).

Essential to these roles and to all managerial work are good interpersonal rela-
tionships with a wide variety of people, both inside and outside the organization.27

Managers and team leaders should be able to develop, maintain, and work well
within task networks—of specific job-related contacts, career networks—of career
guidance and opportunity resources and social networks—of trustworthy friends
and peers.28

MANAGERIAL SKILLS AND COMPETENCIES
A skill is an ability to translate knowledge into action that results in a desired
performance. Robert Katz divides the essential managerial skills into three cate-
gories: technical, human, and conceptual.29 He further suggests that the relative
importance of these skills varies across the different levels of management. Tech-
nical skills are considered more important at entry levels of management, where
supervisors and team leaders must deal with job-specific problems. Senior exec-
utives are concerned more with issues of organizational purpose, mission, and
strategy. Broader, more ambiguous, and longer term decisions dominate atten-
tion at these higher levels, and conceptual skills gain in relative importance. Hu-
man skills, which are strongly grounded in the foundations of organizational be-
havior, are consistent in their importance across all managerial levels.

Technical Skills A technical skill is an ability to perform specialized tasks.
Such ability derives from knowledge or expertise gained from education or ex-
perience. This skill involves proficiency at using select methods, processes, and
procedures to accomplish tasks. Perhaps the best current example is skill in us-
ing the latest communication and information technologies. In the “high-tech”
workplaces of today, technical proficiency in word processing, database man-
agement, spreadsheet analysis, E-mail, and communications networks are often
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hiring prerequisites. Some technical skills require
preparatory education, whereas others are acquired
through specific training and on-the-job experience.

Human Skills Central to managerial work and
team leadership are human skills, or the ability to
work well with other people. They emerge as a spirit
of trust, enthusiasm, and genuine involvement in in-
terpersonal relationships. A person with good human
skills will have a high degree of self-awareness and a
capacity for understanding or empathizing with the
feelings of others. People with this skill are able to
interact well with others, engage in persuasive com-
munications, deal successfully with disagreements
and conflicts, and more. Human skills are indispens-
able in the new age of organizations where traditions
of hierarchy and vertical structures are giving way to
lateral relations and peer structures.30

Conceptual Skills All good managers are able to
view the organization or situation as a whole and to
solve problems to the benefit of everyone concerned.
This capacity to analyze and solve complex and inter-
related problems is a conceptual skill. It involves
the ability to see and understand how the whole or-

ganizational system works, and how the parts are interrelated. Conceptual skill is
used to identify problems and opportunities, gather and interpret relevant infor-
mation, and make good problem-solving decisions that serve the organization’s
purpose.

Ethics and Organizational Behavior
The word “ethics” is important in OB. Ethical behavior is that accepted as morally
“good” and “right,” as opposed to “bad” or “wrong,” in a particular setting.31 Is it
ethical to withhold information that might discourage a job candidate from joining
your organization? Is it ethical to ask someone to take a job you know will not be
good for his or her career progress? Is it ethical to ask so much of someone that
they continually have to choose between “having a ‘career’ and having a ‘life’?” The
list of questions can go on and on, but an important point remains: The public is in-
creasingly demanding that people in organizations and the organizations them-
selves all act in accordance with high ethical and moral standards.

WAYS OF THINKING ABOUT ETHICAL BEHAVIOR
Ethical behavior conforms not only to the dictates of law but also to a broader
moral code that is common to society as a whole. Just exactly what moral code
governs a person’s choices, however, is a subject of debate. At least four ways of
thinking about ethical behavior in and by organizations can be identified.

Human skill is the ability

to work well with other peo-

ple.

Conceptual skill is the

ability to analyze and solve

complex problems.

OB Across Functions

FINANCE

New CFO Key to Turnaround
With a strong background in finance and information sys-
tems, Deborah Hopkins also drew upon her people skills
and experience with diversity and mentoring programs
when taking on her new job as CFO of Boeing Aircraft. One
of her first public events was a company retreat attended by
280 corporate executives. She presented basic financial
formulas carefully, concerned that her audience not think
she was talking beneath them. The praise flowed, and
many attendees thanked her for clarifying basic business
concepts. Hopkins has the experience and skills to make a
difference at Boeing by teaching the managers about busi-
ness, increasing the sophistication of managerial decision
making, and helping to increase the integration of ac-
counting and financial systems. Harry Stonecipher, Boe-
ing’s President and CEO, says that Hopkins is “a good
communicator and she knows what she is talking about.”
This combination of technical and human skills is benefi-
cial for both Boeing and Hopkins’s career.

Ethical behavior is

morally accepted as “good”

and “right.”
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The utilitarian view considers ethical behavior to be that which delivers the
greatest good to the greatest number of people. Those who subscribe to the 
results-oriented utilitarian logic assess the moral aspects of their decisions in
terms of the consequences they create. Utilitarianism believes that the needs of
the many outweigh the needs of the few. From such a perspective, it may be
ethical to close a factory in one town in order to keep the parent corporation
profitable and operating in several other towns.

The individualism view considers ethical behavior to be that which is best
for an individual’s long-term self-interests. In principle, at least, someone who
acts unethically in the short run—such as by denying a qualified minority em-
ployee a promotion, should not succeed in the long run because the short-run
action will not be tolerated. Thus, if everyone operated with long-term self-inter-
est in mind, their short-run actions would be ethical.

The moral-rights view considers ethical behavior to be that which respects
fundamental rights shared by all human beings. This view is tied very closely to
the principle of basic human rights, such as those of life, liberty, and fair treat-
ment by law. In an organization, this principle is reflected in such issues as rights
to privacy, due process, and freedom of speech. Ethical behavior does not vio-
late any of these fundamental human rights.

The justice view considers ethical behavior to be that which is fair and 
impartial in its treatment of people. It is based on the concept of equitable treat-
ment for all concerned. In OB, two issues address this view of ethical 
behavior.32 Procedural Justice is the degree to which the rules and procedures
specified by policies are properly followed in all cases under which they are ap-
plied. In a sexual harassment case, for example, this may mean that required
hearings are held for every case submitted for administrative review. Distribu-
tive justice is the degree to which all people are treated the same under a pol-
icy, regardless of race, ethnicity, gender, age, or any other demographic charac-
teristic. In a sexual harassment case, this might mean that a complaint filed by a
man against a woman would receive the same hearing as one filed by a woman
against a man. 

ETHICAL DILEMMAS IN THE WORKPLACE
An ethical dilemma is a situation in which a person
must decide whether or not to do something that, al-
though benefiting them or the organization, or both,
may be considered unethical. It is difficult to predict
exactly what ethical dilemmas you will someday
face. However, research suggests that people at
work often encounter such dilemmas in their rela-
tionships with superiors, subordinates, customers,
competitors, suppliers, and regulators. Common is-
sues underlying the dilemmas involve honesty in
communications and contracts, gifts and entertain-
ment, kickbacks, pricing practices, and employee
terminations.33 More and more organizations are of-
fering ethics training programs that offer advice (see
The Effective Manager 1.2) for handling ethical
dilemmas.34 In addition, the training helps partici-
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HOW TO DEAL WITH 
ETHICAL DILEMMAS

1. Recognize and clarify the dilemma.
2. Get all the possible facts.
3. List all of your options.
4. Test each option by asking: 

Is it legal? Is it right? Is it beneficial?
5. Make your decision.
6. Double check your decision by asking:

How will I feel if my family finds out? How
will I feel if this is printed in the newspaper?

7. Then, and only then, take action.



pants learn how to identify and deal with these common rationalizations that are
sometimes used to help justify actual or potential misconduct.35

• Pretending the behavior is not really unethical or illegal.

• Excusing the behavior by saying it’s really in the organization’s or your best
interest.

• Assuming the behavior is okay because no one else is expected to find out
about it.

• Presuming your superiors will support and protect you if anything should go
wrong.

ORGANIZATIONAL SOCIAL RESPONSIBILITY
Closely related to the ethics of workplace behavior is social responsibility—
the obligation of organizations to behave in ethical and moral ways as institu-
tions of the broader society. This concept suggests that members must ensure
that their ethical frameworks extend to the organization as a whole. Managers
and leaders should commit organizations to actions that are consistent with both
the quest for high productivity and the objective of corporate social responsibil-
ity. Unfortunately, it doesn’t always turn out this way. Some years ago, for exam-
ple, two Beech-nut senior executives were sentenced to jail for their roles in a
notorious case of organizational wrongdoing. The scandal involved the sale of
adulterated apple juice for infants. Although the bottles were labeled “100% fruit
juice,” the contents turned out to be a blend of chemical ingredients. This case,
like many others that make the daily news, came to public awareness because of
a whistleblower—someone within the organization who exposes the wrongdo-
ings of others in order to preserve high ethical standards.36

WORK AND THE QUALITY OF LIFE
In many ways, the study of organizational behavior is a search for practical ideas
on how to help organizations achieve high performance outcomes while always
acting in an ethical and socially responsible manner. A central concern in this
quest must be the well being of an organization’s entire workforce—this means
everyone, not just the managers. The term quality of work life, or QWL, is a
prominent indicator in OB of the overall quality of human experience in the
workplace. It is a reminder that high performance in any work setting can and
should be accomplished by high levels of job satisfaction.

A commitment to QWL can be considered a core value of OB. The stage was
set very early in the life of the discipline by theorists with a strong human orien-
tation, such as Douglas McGregor.37 He contrasted what he called Theory X as-
sumptions—that people basically disliked work, needed direction, and avoided
responsibility, with Theory Y assumptions—that people liked work, were cre-
ative, and accepted responsibility. For McGregor, Theory Y assumptions were
the most appropriate and tended to create positive self-fulfilling prophecies. That
is, when people were treated well at work, the likelihood was that they would
respond positively and as expected.

Today the many concepts and theories discussed in OB reflect QWL and
Theory Y themes. The hallmarks of excellence in management and organizations
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now include empowerment—involving people from all levels of responsibility in
decision making; trust—redesigning jobs, systems, and structures to give people
more personal discretion in their work; rewards—building reward systems that
are fair, relevant, and consistent, while contingent on work performance; 
responsiveness—making the work setting more pleasant and supportive of indi-
vidual needs and family responsibilities; and work-life balance—making sure
that the demands of the job are a reasonable fit with one’s personal life and non-
work responsibilities.38

A commitment to QWL is consistent with respect for what was earlier called
the intellectual capital of an organization. It involves putting people first in any list
of organizational priorities. The next chapter will continue to explore how people
help to build high performance organizations. For now, consider the leadership
challenge posed in these comments made by Jeffrey Pfeffer in his book, The 
Human Equation: Building Profits by Putting People First.39

The key to managing people in ways that lead to profits, productivity, innova-
tion, and real organizational learning ultimately lie in how you think about your
organization and its people.… When you look at your people, do you see costs
to be reduced?… Or, when you look at your people do you see intelligent, mo-
tivated, trustworthy individuals—the most critical and valuable strategic assets
your organization can have?

Workforce Diversity
A majority of Fortune 500 companies, including Colgate Palmolive, Corning, and
Quaker Oats, are now providing incentives for executives to deal successfully
with workforce diversity.40 Workforce diversity refers to the presence of indi-
vidual human characteristics that make people different from one another.41

More specifically, this diversity comprises key demographic differences among
members of a given workforce, including gender, race and ethnicity, age, and
able-bodiedness. Sometimes they also encompass other factors, such as marital
status, parental status, and religion.42 The challenge is how to manage workforce
diversity in a way that both respects the individual’s unique perspectives and
contributions and promotes a shared sense of organization vision and identity.

Workforce diversity is increasing in both the United States and Canada, as it is
in much of the rest of the world. For example, in the United States, between 1990
and 2005, about 50 percent of the new entrants to the labor force will be women
and racial and ethnic groups such as African Americans, Latinos, and Asians. At the
same time, those 55 and older are projected to make up nearly 15 percent of the
labor force. All of this is in sharp contrast to the traditional, younger, mostly white
American male, labor force. Canadian and U.K. trends for women are similar.43

As the workforce becomes increasingly diverse, the possibility of stereotyping
and discrimination increases and managing diversity becomes more important.
Stereotyping occurs when one thinks of an individual as belonging to a group
or category—for instance, elderly person—and the characteristics commonly as-
sociated with the group or category are assigned to the individual in question—
for instance, older people aren’t creative. Demographic characteristics may serve
as the basis of stereotypes that obscure individual differences and prevent people
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from getting to know others as individuals and accu-
rately assessing their performance potential. If you
believe that older people are not creative, for exam-
ple, you may mistakenly decide not to assign a very
inventive 60-year-old person to an important task
force.

Discrimination against certain people in the or-
ganization is not only a violation of U.S., Canadian,
and European Union (EU) laws, but it is also coun-
terproductive because it prevents the contributions
of people who are discriminated against from being
fully utilized. Many firms are increasingly recogniz-
ing that a diverse workforce that reflects societal dif-
ferences helps bring them closer to their customers.

EQUAL EMPLOYMENT OPPORTUNITY
Equal employment opportunity involves both work-
place nondiscrimination and affirmative action. Em-
ployment decisions are nondiscriminatory when
there is no intent to exclude or disadvantage legally
protected groups. Affirmative action is a set of reme-
dial actions designed to compensate for proven dis-
crimination or correct for statistical imbalances in the
labor force (e.g., local workers are 90 percent His-
panic, and your organization employs only 10 per-
cent Hispanics).44

The most comprehensive statute prohibiting em-
ployment discrimination is Title VII of the Civil
Rights Act of 1964. This act prohibits employers from

discriminating against any individual with respect to compensation, terms, or
conditions of employment because of race, color, religion, sex, or national ori-
gin. Affirmative action plans are required of federal government agencies and
federal contractors, as well as organizations found to be in noncompliance with
equal employment opportunity provisions. Many organizations also have imple-
mented voluntary affirmative action plans.45

Affirmative action is legally driven by federal, state and provincial, and local
laws, as well as numerous court cases. It requires written reports containing
plans and statistical goals for specific groups of people in terms of such employ-
ment practices as hiring, promotions, and layoffs.46

MANAGING DIVERSITY
The concept of managing diversity in organizations emphasizes appreciation of
differences in creating a setting where everyone feels valued and accepted. An
organization’s success or progress in managing diversity can be monitored by or-
ganizational surveys of attitudes and perceptions, among other means. Managing
diversity assumes that groups will retain their own characteristics and will shape
the firm as well as be shaped by it, creating a common set of values that will
strengthen ties with customers, enhance recruitment, and the like. Sometimes,
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diversity management is resisted because of fear of change and discomfort with
differences. To deal with this resistance, some countries, such as Canada, have
laws designed to encourage the management of diversity at the provincial level
through Employment Equity Legislation.47

Demographic Differences 
Demographic characteristics are the background characteristics that help
shape what a person becomes. Such attributes may be thought of in both current
terms—for example, an employee’s current medical status—and historical
terms—for instance, where and how long a person has worked at various jobs.
Demographic characteristics of special interest from equal employment opportu-
nity and workplace diversity considerations include gender, age, race, ethnicity,
and able-bodiedness.

GENDER
The research on working women in general tells us that there are very few dif-
ferences between men and women that affect job performance (see The Effec-
tive Manager 1.3). Thus, men and women show no consistent differences in their
problem-solving abilities, analytical skills, competitive drive, motivation, learning
ability, or sociability. However, women are reported to be more conforming and
to have lower expectations of success than men do. And, women’s absenteeism
rates tend to be higher than those of men. This latter finding may change, how-
ever, as we see men starting to play a more active role in raising children; ab-
senteeism is also likely to be less frequent as telecommuting, flexible working
hours, and the like become more prevalent.48 In respect
to pay, women’s earnings have risen slowly from 59
percent of men’s in 1975 to 76 percent most re-
cently.49 Certainly, this rise is not consistent with the
doubling of women in the labor force since 1970.50

AGE
The research findings concerning age are particularly
important given the aging of the workforce. People
50 years old and older account for 85 percent of the
projected labor force growth between 1990 and
2005.51 Older workers are susceptible to being
stereotyped as inflexible and undesirable in other
ways. In some cases, workers as young as age forty
are considered to be “old” and complain that their
experience and skills are no longer valued. Age-dis-
crimination lawsuits are increasingly common in the
United States.52 Such discrimination also operates in
Britain, where 44 percent of older managers say they
have experienced age discrimination.53 On the other
hand, small businesses in particular tend to value
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older workers for their experience, stability and low turnover. Research is consis-
tent with these preferences and also shows lower avoidable absences.54 Finally,
to the extent age is linked to experience or job tenure, there is a positive rela-
tionship between seniority and performance. More experienced workers tend to
have low absence rates and relatively low turnover.55

ABLE-BODIEDNESS
Even though recent studies report that disabled workers do their jobs as well, or
better than, nondisabled workers, nearly three quarters of severely disabled per-
sons are reported to be unemployed. Almost 80 percent of those with disabilities
say they want to work.56 Once again, the expected shortage of traditional workers
is predicted to lead to a reexamination of hiring policies. More firms are expected
to give serious consideration to hiring disabled workers, particularly given that
the cost of accommodating these workers has been shown to be low.57

RACIAL AND ETHNIC GROUPS
Consistent with some current literature, we use the term racial and ethnic
groups to reflect the broad spectrum of employees of differing ethnicities or
races who make up an ever-increasing portion of the new workforce.58 Of par-
ticular significance in the American workplace is diversity reflected in an increas-
ing proportion of African Americans, Asian Americans and Hispanic Americans.
Projections by the Bureau of Labor Statistics estimate that they will constitute
27% of the workforce by the year 2005. The Hudson Institute extends this pro-
jection to 32% by the year 2020. The potential for stereotypes and discrimination
to adversely affect career opportunities and progress for members of these and
other minority groups must be recognized.

Even though employment decisions based on demographic differences are
allowable under Title VII if they can be justified as bona fide occupational quali-
fications reasonable to normal business operations, race cannot be one of these.
Case law has shown that these qualifications are always extremely difficult to
justify.59 In any event the flight attendant job is a case in point. When the airlines
failed to show why men could not perform flight attendant duties as well as fe-
males, gender restrictions on hiring were lifted.

Aptitude and Ability 
Demographic characteristics are sometimes used erroneously as stereotypes in
place of assessing a person’s true aptitude or ability. Aptitude represents a per-
son’s capability of learning something, whereas ability reflects a person’s exist-
ing capacity to perform the various tasks needed for a given job and includes
both relevant knowledge and skills.60 In other words, aptitudes are potential
abilities, whereas abilities are the knowledge and skills that an individual cur-
rently possesses.

Aptitudes and abilities are important considerations for a manager when ini-
tially hiring or selecting candidates for a job. We are all acquainted with various
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tests used to measure mental aptitudes and abilities. Some of these provide an
overall intelligent quotient (IQ) score (e.g., the Stanford-Binet IQ Test). Others
provide measures of more specific competencies that are required of people en-
tering various educational programs or career fields. You have probably taken
the ACT or SAT college entrance tests. Such tests are designed to facilitate the
screening and selection of applicants for educational programs or jobs. In addi-
tion to mental aptitudes and abilities, some jobs, such as firefighters and police,
require tests for physical abilities. Muscular strength and cardiovascular en-
durance are two of many physical ability dimensions.61

For legal purposes, demonstrated evidence must be presented that those
scoring more favorably on the tests will tend to be more successful in their edu-
cational program, career field, or job performance than those with lower scores.
In other words, there must be a fit between specific aptitudes and abilities and
job requirements. If you want to be a surgeon, for instance, and cannot demon-
strate good hand–eye coordination, there will not be a good ability–job fit. Such
a fit is so important that it is a core concept on managing human resources.

Personality
In addition to demographics and aptitude and ability, a third important individ-
ual attribute is personality. The term personality represents the overall profile
or combination of characteristics that capture the unique nature of a person as
that person reacts and interacts with others. As an example, think of a person
who was the billionaire founder of a fast-growing, high-tech computer company
by the time he was 30; who in his senior year in high school had turned selling
newspapers into enough of a business to buy a BMW; who told his management
team that his daughter’s first words were “Daddy kill-IBM, Gateway, Compaq;”
who learned from production mistakes and brought in senior managers to help
his firm; and who is so private he seldom talks about himself: In other words,
think of Michael Dell, the founder of Dell Computer, and his personality.62

Personality combines a set of physical and mental characteristics that reflect
how a person looks, thinks, acts, and feels. Sometimes attempts are made to
measure personality with questionnaires or special tests. Frequently, personality
can be implied from behavior alone, such as by the actions of Michael Dell. Ei-
ther way, personality is an important individual characteristic for managers to
understand. An understanding of personality contributes to an understanding of
organizational behavior in that we expect a predictable interplay between an in-
dividual’s personality and his or her tendency to behave in certain ways. 

PERSONALITY DETERMINANTS AND DEVELOPMENT
Just what determines personality? Is personality inherited or genetically deter-
mined, or is it formed by experience? You may have heard someone say some-
thing like, “She acts like her mother.” Similarly, someone may argue that “Bobby
is the way he is because of the way he was raised.” These two arguments illus-
trate the nature/nurture controversy: Is personality determined by heredity, that
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is, by genetic endowment, or by one’s environment? As Figure 1.5 shows, these
two forces actually operate in combination. Heredity consists of those factors
that are determined at conception, including physical characteristics, gender, and
personality factors. Environment consists of cultural, social, and situational fac-
tors.

The impact of heredity on personality continues to be the source of consid-
erable debate. Perhaps the most general conclusion we can draw is that heredity
sets the limits on just how much personality characteristics can be developed;
environment determines development within these limits. For instance, a person
could be born with a tendency toward authoritarianism, and that tendency could
be reinforced in an authoritarian work environment. These limits appear to vary
from one characteristic to the next and across all characteristics there is about a
50–50 heredity–environment split.63

As we show throughout this book, cultural values and norms play a sub-
stantial role in the development of an individual’s personality and behaviors.
Contrast the individualism of U.S. culture with the collectivism of Mexican cul-
ture, for example.64 Social factors reflect such things as family life, religion, and
the many kinds of formal and informal groups in which people participate
throughout their lives—friendship groups, athletic groups, as well as formal
work groups. Finally, the demands of differing situational factors emphasize or
constrain different aspects of an individual’s personality. For example, in class
you are likely to rein in your high spirits and other related behaviors encouraged
by your personality. However, at a sporting event, you may be jumping up,
cheering, and loudly criticizing the referees.

The developmental approaches of Chris Argyris, Daniel Levinson, and
Gail Sheehy systematically examine the ways personality develops across time.
Argyris notes that people develop along a continuum of dimensions from imma-
turity to maturity as shown in Figure 1.6. He believes that many organizations
treat mature adults as if they were still immature and this creates many problems
in terms of bringing out the best in employees. Levinson and Sheehy maintain
that an individual’s personality unfolds in a series of stages across time. Sheehy’s
model, for example, talks about three stages—ages 18–30, 30–45, and 45–85+.
Each of these has a crucial impact on the worker’s employment and career. The
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implications are that personalities develop over time and require different man-
agerial responses. Thus, needs and other personality aspects of people initially
entering an organization change sharply as they move through different stages or
toward increased maturity.65

Personality Traits and Classifications
Numerous lists of personality traits—enduring characteristics describing an indi-
vidual’s behavior, have been developed, many of which have been used in OB
research and can be looked at in different ways. First, recent research has exam-
ined people using extensive lists of personality dimensions and distilled them
into the “Big Five:”66

• Extraversion—Outgoing, sociable, assertive

• Agreeableness—Good-natured, trusting, cooperative

• Conscientiousness—Responsible, dependable, persistent

• Emotional stability—Unworried, secure, relaxed

• Openness to experience—Imaginative, curious, broad-minded

Standardized personality tests determine how positively or negatively an individ-
ual scores on each of these dimensions. For instance, a person scoring high on
openness to experience tends to ask lots of questions and to think in new and
unusual ways. You can consider a person’s individual personality profile across
the five dimensions. In terms of job performance, research has shown that con-
scientiousness predicts job performance across five occupational groups of pro-
fessions—engineers, police, managers, sales, and skilled and semiskilled em-
ployees. Predictability of the other dimensions depends on the occupational
group. For instance, not surprisingly, extraversion predicts performance for sales
and managerial positions.

A second approach to looking at OB personality traits is to divide them into
social traits, personal conception traits, and emotional adjustment traits, and then
to consider how those categories come together dynamically.67
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SOCIAL TRAITS 
Social traits are surface-level traits that reflect the way a person appears to oth-
ers when interacting in various social settings. Problem-solving style, based on
the work of Carl Jung, a noted psychologist, is one measure representing social
traits.68 It reflects the way a person goes about gathering and evaluating informa-
tion in solving problems and making decisions.

Information gathering involves getting and organizing data for use. Styles of in-
formation gathering vary from sensation to intuitive. Sensation-type individuals pre-
fer routine and order and emphasize well-defined details in gathering information;
they would rather work with known facts than look for possibilities. By contrast, in-
tuitive-type individuals prefer the “big picture.” They like solving new problems, dis-
like routine, and would rather look for possibilities than work with facts.

The second component of problem solving, evaluation, involves making
judgments about how to deal with information once it has been collected. Styles
of information evaluation vary from an emphasis on feeling to an emphasis on
thinking. Feeling-type individuals are oriented toward conformity and try to ac-
commodate themselves to other people. They try to avoid problems that may re-
sult in disagreements. Thinking-type individuals use reason and intellect to deal
with problems and downplay emotions.

When these two dimensions (information gathering and evaluation) are
combined, four basic problem-solving styles result: sensation-feeling (SF), intu-
itive-feeling (IF), sensation-thinking (ST), and intuitive-thinking (IT), together
with summary descriptions, as shown in Figure 1.7.

Research indicates that there is a fit between the styles of individuals and the
kinds of decisions they prefer. For example, STs (sensation-thinkers) prefer ana-
lytical strategies—those that emphasize detail and method. IFs (intuitive-feelers)
prefer intuitive strategies—those that emphasize an overall pattern and fit. Not
surprisingly, mixed styles (sensation-feelers or intuitive-thinkers) select both ana-
lytic and intuitive strategies. Other findings also indicate that thinkers tend to
have higher motivation than do feelers and that individuals who emphasize sen-
sations tend to have higher job satisfaction than do intuitives. These and other
findings suggest a number of basic differences among different problem-solving
styles, emphasizing the importance of fitting such styles with a task’s information
processing and evaluation requirements.69

Problem-solving styles are most frequently measured by the (typically 100-
item) Myers–Briggs Type Indicator (MBTI), which asks individuals how they usu-
ally act or feel in specific situations. Firms such as Apple, AT&T, and Exxon, as
well as hospitals, educational institutions, and military organizations, have used
the Myers–Briggs for various aspects of management development.70

PERSONAL CONCEPTION TRAITS
The personal conception traits represent the way individuals tend to think about
their social and physical setting as well as their major beliefs and personal orien-
tation concerning a range of issues.

Locus of Control The extent to which a person feels able to control his or 
her own life is concerned with a person’s internal–external orientation and is
measured by Rotter’s locus of control instrument.71 People have personal con-
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ceptions about whether events are controlled primarily by themselves, which 
indicates an internal orientation, or by outside forces, such as their social and
physical environment, which indicates an external orientation. Internals, or per-
sons with an internal locus of control, believe that they control their own fate or
destiny. In contrast, externals, or persons with an external locus of control, be-
lieve that much of what happens to them is beyond their control and is deter-
mined by environmental forces.

In general, externals are more extroverted in their interpersonal relationships
and are more oriented toward the world around them. Internals tend to be more
introverted and are more oriented toward their own feelings and ideas. Figure
1.8 suggests that internals tend to do better on tasks requiring complex informa-
tion processing and learning, as well as initiative. Many managerial and profes-
sional jobs have these kinds of requirements.

Authoritarianism/Dogmatism Both “authoritarianism” and “dogmatism”
deal with the rigidity of a person’s beliefs. A person high in authoritarianism
tends to adhere rigidly to conventional values and to obey recognized authority.
This person is concerned with toughness and power and opposes the use of
subjective feelings. An individual high in dogmatism sees the world as a threat-
ening place. This person regards legitimate authority as absolute and accepts or
rejects others according to how much they agree with accepted authority. Supe-
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riors who possess these latter traits tend to be rigid and closed. At the same time,
dogmatic subordinates tend to want certainty imposed upon them.72

From an ethical standpoint, we can expect highly authoritarian individuals to
present a special problem because they are so susceptible to authority that in
their eagerness to comply they may behave unethically.73 For example, we might
speculate that many of the Nazis who were involved in war crimes during World
War II were high in authoritarianism or dogmatism; they believed so strongly in
authority that they followed their unethical orders without question.

Machiavellianism The third personal conceptions dimension is Machiavel-
lian-ism, which owes its origins to Niccolo Machiavelli. The very name of this
sixteenth-century author evokes visions of a master of guile, deceit, and oppor-
tunism in interpersonal relations. Machiavelli earned his place in history by writ-
ing The Prince, a nobleman’s guide to the acquisition and use of power.74 The
subject of Machiavelli’s book is manipulation as the basic means of gaining and
keeping control of others. From its pages emerges the personality profile of a
Machiavellian—someone who views and manipulates others purely for personal
gain.

Psychologists have developed a series of instruments called Mach scales to
measure a person’s Machiavellian orientation.75 A high-Mach personality is
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someone who tends to behave in ways consistent with Machiavelli’s basic princi-
ples. Such individuals approach situations logically and thoughtfully and are
even capable of lying to achieve personal goals. They are rarely swayed by loy-
alty, friendships, past promises, or the opinions of others, and they are skilled at
influencing others.

Research using the Mach scales provides insight into the way high and low
Machs may be expected to behave in various situations. A person with a “cool”
and “detached” high-Mach personality can be expected to take control and try to
exploit loosely structured environmental situations but will perform in a perfunc-
tory, even detached, manner in highly structured situations. Low Machs tend to
accept direction imposed by others in loosely structured situations; they work
hard to do well in highly structured ones. For example, we might expect that,
where the situation permitted, a high Mach would do or say whatever it took to
get his or her way. In contrast, a low Mach would tend to be much more
strongly guided by ethical considerations and would be less likely to lie or cheat
or to get away with lying or cheating.

Self-Monitoring A final personal conceptions trait of special importance to
managers is self-monitoring. Self-monitoring reflects a person’s ability to adjust
his or her behavior to external, situational (environmental) factors.76

High self-monitoring individuals are sensitive to external cues and tend to be-
have differently in different situations. Like high Machs, high self-monitors can
present a very different appearance from their true self. In contrast, low self-moni-
tors, like their low-Mach counterparts, aren’t able to disguise their behaviors—
“what you see is what you get.” There is also evidence that high self-monitors are
closely attuned to the behavior of others and conform more readily than do low
self-monitors.77 Thus, they appear flexible and may be especially good at respond-
ing to the kinds of situational contingencies emphasized throughout this book. For
example, high self-monitors should be especially good at changing their leader-
ship behavior to fit subordinates with high or low experience, tasks with high or
low structure, and so on.

EMOTIONAL ADJUSTMENT TRAITS
The emotional adjustment traits measure how much an individual experi-
ences emotional distress or displays unacceptable acts. Often the person’s health
is affected. Although numerous such traits are cited in the literature, a frequently
encountered one especially important for OB is the Type A/Type B orientation.

Type A and Type B Orientation To get a feel for this orientation, take the fol-
lowing quiz and then read on.78 Circle the number that best characterizes you on
each of the following pairs of characteristics.

Casual about appointments 1 2 3 4 5 6 7 8 Never late
Not competitive 1 2 3 4 5 6 7 8 Very competitive
Never feel rushed 1 2 3 4 5 6 7 8 Always feel rushed
Take one thing at a time 1 2 3 4 5 6 7 8 Try to do many things
Do things slowly 1 2 3 4 5 6 7 8 Do things fast
Express my feelings 1 2 3 4 5 6 7 8 Hold in my feelings
Many outside interests 1 2 3 4 5 6 7 8 Few outside interests
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Total your points for the seven items in the quiz. Multiply this total by 3 to arrive
at a final score. Use this total to locate your Type A/Type B orientation on the
following list.

FINAL POINTS A/B ORIENTATION

Below 90 B
90–99 B+
100–105 A-
106–119 A
120 or more A+

Individuals with a Type A orientation are characterized by impatience, desire for
achievement, and perfectionism. In contrast, those with Type B orientations are
characterized as more easygoing and less competitive in relation to daily events.79

Type A people tend to work fast and to be abrupt, uncomfortable, irritable,
and aggressive. Such tendencies indicate “obsessive” behavior, a fairly
widespread—but not always helpful—trait among managers. Many managers are
hard-driving, detail-oriented people who have high performance standards and
thrive on routine. But when such work obsessions are carried to the extreme,
they may lead to greater concerns for details than for results, resistance to
change, overzealous control of subordinates, and various kinds of interpersonal
difficulties, which may even include threats and physical violence. In contrast,
Type B managers tend to be much more laid back and patient in their dealings
with co-workers and subordinates.

PERSONALITY AND SELF-CONCEPT
Collectively, the ways in which an individual integrates and organizes the previ-
ously discussed categories and the traits they contain are referred to as personality
dynamics. It is this category that makes personality more than just the sum of the
separate traits. A key personality dynamic in your study of OB is the self-concept.

We can describe the self-concept as the view individuals have of them-
selves as physical, social, and spiritual or moral beings.80 It is a way of recogniz-
ing oneself as a distinct human being. A person’s self-concept is greatly influ-
enced by his or her culture. For example, Americans tend to disclose much more
about themselves than do the English; that is, Americans’ self-concept is more as-
sertive and talkative.81

Two related—and crucial—aspects of the self-concept are self-esteem and
self-efficacy. Self-esteem is a belief about one’s own worth based on an overall
self-evaluation.82 People high in self-esteem see themselves as capable, worth-
while, and acceptable and tend to have few doubts about themselves. The op-
posite is true of a person low in self-esteem. Some OB research suggests that,
whereas high self-esteem generally can boost performance and human resource
maintenance, when under pressure, people with high self-esteem may become
boastful and act egotistically. They also may be overconfident at times and fail to
obtain important information.83

Self-efficacy, sometimes called the “effectance motive,” is a more specific ver-
sion of self-esteem; it is an individual’s belief about the likelihood of successfully
completing a specific task. You could be high in self-esteem, yet have a feeling of
low self-efficacy about performing a certain task, such as public speaking.
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Values and Attitudes
Joining demographic and personality characteristics as important individual dif-
ference characteristics are values and attitudes.

VALUES 
Values can be defined as broad preferences concerning appropriate courses of
action or outcomes. As such, values reflect a person’s sense of right and wrong
or what “ought” to be.84 “Equal rights for all” and “People should be treated with
respect and dignity” are representative of values. Values tend to influence atti-
tudes and behavior. For example, if you value equal rights for all and you go to
work for an organization that treats its managers much better than it does its
workers, you may form the attitude that the company is an unfair place to work;
consequently, you may not produce well or may perhaps leave the company. It’s
likely that if the company had had a more equalitarian policy, your attitude and
behaviors would have been more positive.

Sources and Types of Values Parents, friends, teachers, and external refer-
ence groups can all influence individual values. Indeed, peoples’ values develop
as a product of the learning and experience they encounter in the cultural setting
in which they live. As learning and experiences differ from one person to an-
other, value differences result. Such differences are likely to be deep seated and
difficult (though not impossible) to change; many have their roots in early child-
hood and the way a person has been raised.85

The noted psychologist Milton Rokeach has developed a well-known set of
values classified into two broad categories.86 Terminal values reflect a person’s
preferences concerning the “ends” to be achieved; they are the goals individuals
would like to achieve during their lifetime. Rokeach divides values into 18 termi-
nal values and 18 instrumental values, as summarized in Figure 1.9. Instrumen-
tal values reflect the “means” for achieving desired ends. They represent how
you might go about achieving your important end states, depending on the rela-
tive importance you attached to the instrumental values.

Illustrative research shows, not surprisingly, that both terminal and instru-
mental values differ by group (for example, executives, activist workers, and
union members).87 These preference differences can encourage conflict or
agreement when different groups have to deal with each other.

Another frequently used classification of human values has been developed
by psychologist Gordon Allport and his associates. These values fall into six ma-
jor types:88

• Theoretical—Interest in the discovery of truth through reasoning and system-
atic thinking.

• Economic—Interest in usefulness and practicality, including the accumulation
of wealth.

• Aesthetic—Interest in beauty, form, and artistic harmony.

• Social—Interest in people and love as a human relationship.
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• Political—Interest in gaining power and influencing other people. 

• Religious—Interest in unity and in understanding the cosmos as a whole.

Once again, groups differ in the way they rank order the importance of these
values, as shown in the following.89

• Ministers—Religious, social, aesthetic, political, theoretical, economic.

• Purchasing Executive—Economic, theoretical, political, religious, aesthetic,
social.

• Industrial Scientists—Theoretical, political, economic, aesthetic, religious, social.

The previous value classifications have had a major impact on the values litera-
ture, but they were not specifically designed for people in a work setting. A
more recent values schema, developed by Maglino and associates, is aimed at
people in the workplace:90

• Achievement—Getting things done and working hard to accomplish difficult
things in life.

• Helping and Concern for Others—Being concerned with other people and
helping others.

• Honesty—Telling the truth and doing what you feel is right.

• Fairness—Being impartial and doing what is fair for all concerned.

These four values have been shown to be especially important in the workplace;
thus, the framework should be particularly relevant for studying values in OB.

In particular, values can be influential through value congruence, which
occurs when individuals express positive feelings upon encountering others who
exhibit values similar to their own. When values differ, or are incongruent, con-
flicts over such things as goals and the means to achieve them may result. The
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Terminal Values

A comfortable life (and prosperous)

An exciting life (stimulating)

A sense of accomplishment (lasting contibution)

A world at peace (free of war and conflict)

A world of beauty (beauty of nature and the arts)

Equality (brotherhood, equal opportunity)

Family security (taking care of loved ones)

Freedom (independence, free choice)

Happiness (contentedness)

Inner harmony (freedom from inner conflict)

Mature love (sexual and spiritual intimacy)

National security (attack protection)

Pleasure (leisurely, enjoyable life)

Salvation (saved, eternal life)

Self-respect (self-esteem)

Social recognition (admiration, respect)

True friendship (close companionship)

Wisdom (mature understanding of life)

Instrumental Values

Ambitious (hardworking)

Broad-minded (open-minded)

Capable (competent, effective)

Cheerful (lighthearted, joyful)

Clean (neat, tidy)

Courageous (standing up for beliefs)

Forgiving (willing to pardon)

Helpful (working for others' welfare)

Honest (sincere, truthful)

Imaginative (creative, daring)

Independent (self-sufficient, self-reliant)

Intellectual (intelligent, reflective)

Logical (rational, consistent)

Loving (affectionate, tender)

Obedient (dutiful, respectful)

Polite (courteous, well mannered)

Responsible (reliable, dependable)

Self-controlled (self-disciplined)

Figure 1.9
Rokeach value survey.

Maglino and associates
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Maglino et al. value schema was used to examine value congruence between
leaders and followers. The researchers found greater follower satisfaction with
the leader when there was such congruence in terms of achievement, helping,
honesty, and fairness values.91

Patterns and Trends in Values We should also be aware of applied research
on values trends over time. Daniel Yankelovich, for example, is known for his
informative public opinion polls.92 Among North American workers, Yankelovich
notes a movement away from valuing economic incentives, organizational loy-
alty, and work-related identity and toward valuing meaningful work, pursuit of
leisure, and personal identity and self-fulfillment. Yankelovich believes that the
modern manager must be able to recognize value differences and trends among
people at work. For example, he reports finding higher productivity among
younger workers who are employed in jobs that match their values and/or who
are supervised by managers who share their values, reinforcing the concept of
value congruence.

In a nationwide sample, managers and human-resource professionals were
asked to identify the work-related values they believed to be most important to in-
dividuals in the workforce, both now and in the near future.93 The nine most pop-
ular values named were: recognition for competence and accomplishments; re-
spect and dignity; personal choice and freedom; involvement at work; pride in
one’s work; lifestyle quality; financial security; self-development; and health and
wellness. These values are especially important for managers because they indi-
cate some key concerns of the new workforce. Even though each individual
worker places his or her own importance on these values, and even though the
United States today has by far the most diverse workforce in its history, this overall
characterization is a good place for managers to start when dealing with workers
in the new workplace. It is important to note, however, that, although values are
individual preferences, many tend to be shared within cultures and organizations.

ATTITUDES
Attitudes are influenced by values and are acquired from the same sources as
values: friends, teachers, parents, and role models. Attitudes focus on specific
people or objects, whereas values have a more general focus and are more sta-
ble than attitudes. “Employees should be allowed to participate” is a value; your
positive or negative feeling about your job because of the participation it allows
is an attitude. Formally defined, an attitude is a predisposition to respond in a
positive or negative way to someone or something in one’s environment. For ex-
ample, when you say that you “like” or “dislike” someone or something, you are
expressing an attitude. It’s important to remember that an attitude, like a value, is
a hypothetical construct; that is, one never sees, touches, or actually isolates an
attitude. Rather, attitudes are inferred from the things people say, informally or
in formal opinion polls or through their behavior.

Figure 1.10 shows attitudes as accompanied by antecedents and results.94

The beliefs and values antecedents in the figure form the cognitive component
of an attitude: the beliefs, opinions, knowledge, or information a person pos-
sesses. Beliefs represent ideas about someone or something and the conclusions
people draw about them; they convey a sense of “what is” to an individual. “My
job lacks responsibility” is a belief shown in the figure. Note that the beliefs may
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or may not be accurate. “Responsibility is important” is a corresponding aspect
of the cognitive component, which reflects an underlying value.

The affective component of an attitude is a specific feeling regarding the
personal impact of the antecedents. This is the actual attitude itself, such as “I
don’t like my job.” The behavioral component is an intention to behave in a
certain way based on your specific feelings or attitudes. This intended behavior
is a result of an attitude and is a predisposition to act in a specific way, such as
“I’m going to quit my job.”

Attitudes and Behavior You should recognize that the link between attitudes
and behavior is tentative. An attitude results in intended behavior; this intention
may or may not be carried out in a given circumstance.

In general, the more specific attitudes and behaviors are, the stronger the re-
lationship. For example, say you are a French-Canadian webmaster and you are
asked about your satisfaction with your supervisor’s treatment of French-Cana-
dian webmasters. You also indicate the strength of your intent to look for an-
other webmaster job in a similar kind of organization within the next six months.
Here, both the attitude and the behavior are specifically stated (they refer to
French-Canadian webmasters, and they identify a given kind of organization
over a specific time period). Thus, we would expect to find a relatively strong
relationship between these attitudes and how aggressively you actually start
looking for another webmaster job.

It is also important that a good deal of freedom be available to carry out the
intent. In the example just given, the freedom to follow through would be
sharply restricted if the demand for webmasters dropped substantially.

Finally, the attitude and behavior linkage tends to be stronger when the person
in question has had experience with the stated attitude. For example, assuming you
are a business administration or management major, the relationship between your
course attitude and/or your intent to drop the course and your later behavior of ac-
tually doing so would probably be stronger in your present OB course than in the
first week of your enrollment in an advanced course in nuclear fission.95

Even though attitudes do not always predict behavior, the link between atti-
tudes and potential or intended behavior is important for managers to under-
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Beliefs and 
values

“My job lacks
responsibility.”

“Job responsibility
is important.”

feelings

“I don’t like
my job.”

intended
behavior

“I’m going
to quit
my job.”

create that
influence

Figure 1.10
A work-related example of the three components of attitudes.
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stand. Think about your work experiences or conversations with other people
about their work. It is not uncommon to hear concerns expressed about some-
one’s “bad attitude.” These concerns typically reflect displeasure with the behav-
ioral consequences with which the poor attitude is associated. Unfavorable atti-
tudes in the form of low job satisfaction can result in costly labor turnover,
absenteeism, tardiness, and even impaired physical or mental health. One of the
manager’s responsibilities, therefore, is to recognize attitudes and to understand
both their antecedents and their potential implications.

Attitudes and Cognitive Consistency Leon Festinger, a noted social psychol-
ogist, uses the term cognitive dissonance to describe a state of inconsistency
between an individual’s attitudes and his or her behavior.96 Let’s assume that you
have the attitude that recycling is good for the economy but you don’t recycle.
Festinger predicts that such an inconsistency results in discomfort and a desire to
reduce or eliminate it by (1) changing the underlying attitude, (2) changing fu-
ture behavior, or (3) developing new ways of explaining or rationalizing the in-
consistency.

Two factors that influence which of the above choices tend to be made are
the degree of control a person thinks he or she has over the situation and the
magnitude of the rewards involved. In terms of control, if your boss won’t let
you recycle office trash, you would be less likely to change your attitude than if
you voluntarily chose not to recycle. You might instead choose the rationaliza-
tion option. In terms of rewards, if they are high enough, rewards tend to reduce
your feeling of inconsistency: If I’m rewarded even though I don’t recycle, the
lack of recycling must not be so bad after all.

Managing Diversity and 
Individual Differences

Dealing with diversity and individual differences has to be included among the
most important issues challenging all managers in the quest for high perfor-
mance and organizational competitiveness. This is true not only in the United
States but also in Canada, European Union countries, and several countries in
Asia.97 Only the details differ.

So how do managers deal with all this? To convey the flavor of what some
of the more progressive employers have done in managing diversity, let’s now
consider Boston-based Harvard Pilgrim Health Care (HPHC). Barbara Stern is the
vice president of diversity.98 She argues that what has traditionally been a “soft”
issue is now becoming a business necessity in terms of better serving customers,
understanding markets, and obtaining full benefit from staff talents. Each year,
HPHC attempts to increase its diversity in terms of the proportion of women and
racial minorities by 0.5 percent, which allows for continuous improvement. Such
improvement raised the proportion of minority new hires from 14 to 28 percent
over four years, and the total minority employees went from 16 to 21 percent
over the same period.
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The Perceptual Process
A spectacular completed pass during the 1982 National Football Conference
championship game helped propell Joe Montana, former San Francisco 49er
quarterback, into the legendary status he enjoys today. The reverse effect appar-
ently occurred for Danny White, Dallas Cowboys’ quarterback. He fumbled in
the final minute of the same game and never obtained the status of his predeces-
sor, Roger Stauback, even though White took the Cowboys to the championship
game three years in a row.99

This example illustrates the notion of perception, the process by which
people select, organize, interpret, retrieve, and respond to information from the
world around them.100 This information is gathered from the five senses of sight,
hearing, touch, taste, and smell. As Montana, White, and Stauback can attest,
perception and reality are not necessarily the same thing. The perceptions or re-
sponses of any two people are also not necessarily identical, even when they are
describing the same event.

Through perception, people process information inputs into responses in-
volving feelings and action. Perception is a way of forming impressions about
oneself, other people, and daily life experiences. It also serves as a screen or fil-
ter through which information passes before it has an effect on people. The
quality or accuracy of a person’s perceptions, therefore, has a major impact on
his or her responses to a given situation.

Perceptual responses are also likely to vary between managers and subordi-
nates. Consider Figure 1.11, which depicts contrasting perceptions of a perfor-
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mance appraisal between managers and subordinates. Rather substantial differ-
ences exist in the two sets of perceptions; the responses can be significant. In
this case, managers who perceive that they already give adequate attention to
past performance, career development, and supervisory help are unlikely to give
greater emphasis to these points in future performance appraisal interviews. In
contrast, their subordinates are likely to experience continued frustration be-
cause they perceive that these subjects are not being given sufficient attention.

FACTORS INFLUENCING THE PERCEPTUAL PROCESS
The factors that contribute to perceptual differences and the perceptual process
among people at work are summarized in Figure 1.12 and include characteristics
of the perceiver, the setting, and the perceived.

The Perceiver A person’s past experiences, needs or motives, personality, and
values and attitudes may all influence the perceptual process. A person with a
strong achievement need tends to perceive a situation in terms of that need. If you
see doing well in class as a way to help meet your achievement need, for example,
you will tend to emphasize that aspect when considering various classes. By the
same token, a person with a negative attitude toward unions may look for antago-
nisms even when local union officials make routine visits to the organization. These
and other perceiver factors influence the various aspects of the perceptual process.

The Setting The physical, social, and organizational context of the perceptual
setting also can influence the perceptual process. Kim Jeffrey, the recently ap-
pointed CEO of Nestle’s Perrier, was perceived by his subordinates as a frighten-
ing figure when he gave vent to his temper and had occasional confrontations
with them. In the previous setting, before he was promoted, Jeffrey’s flare-ups
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had been tolerable; now they caused intimidation, so his subordinates feared to
express their opinions and recommendations. Fortunately, after he received
feedback about this problem, he was able to change his subordinates’ percep-
tions in the new setting.101

The Perceived Characteristics of the perceived person, object, or event, such
as contrast, intensity, figure–ground separation, size, motion, and repetition or
novelty, are also important in the perceptual process. For example, one main-
frame computer among six PCs or one man among six women will be perceived
differently than one of six mainframe computers or one of six men—where there
is less contrast. Intensity can vary in terms of brightness, color, depth, sound,
and the like. A bright red sports car stands out from a group of gray sedans;
whispering or shouting stands out from ordinary conversation. The concept is
known as figure–ground separation, and it depends on which image is perceived
as the background and which as the figure. For an illustration, look at Figure
1.13. What do you see? Faces or a vase?

In the matter of size, very small or very large people tend to be perceived
differently and more readily than average-sized people. Similarly, in terms of
motion, moving objects are perceived differently from stationary objects. And, of
course, advertisers hope that ad repetition or frequency will positively influence
peoples’ perception of a product. Television advertising blitzes for new models
of personal computers are a case in point. Finally, the novelty of a situation af-
fects its perception. A purple-haired teenager is perceived differently from a
blond or a brunette, for example.

STAGES OF THE PERCEPTUAL PROCESS
So far we have discussed key factors influencing the perceptual process. Now
we’ll look at the stages involved in processing the information that ultimately de-
termines a person’s perception and reaction, as shown in Figure 1.14. The infor-
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mation-processing stages are divided into information attention and selection;
organization of information; information interpretation; and information retrieval.

Attention and Selection Our senses are constantly bombarded with so much
information that if we don’t screen it, we quickly become incapacitated with in-
formation overload. Selective screening lets in only a tiny proportion of all of the
information available. Some of the selectivity comes from controlled process-
ing—consciously deciding what information to pay attention to and what to ig-
nore. In this case, the perceivers are aware that they are processing information.
Think about the last time you were at a noisy restaurant and screened out all the
sounds but those of the person with whom you were talking.

In contrast to controlled processing, screening can also take place without
the perceiver’s conscious awareness. For example, you may drive a car without
consciously thinking about the process of driving; you may be thinking about a
problem you are having with your course work instead. In driving the car, you
are affected by information from the world around you, such as traffic lights and
other cars, but you don’t pay conscious attention to that information. Such selec-
tivity of attention and automatic information processing works well most of the
time when you drive, but if a nonroutine event occurs, such as an animal darting
into the road, you may have an accident unless you quickly shift to controlled
processing.

Organization Even though selective screening takes place in the attention
stage, it is still necessary to find ways to organize the information efficiently.
Schemas help us do this. Schemas are cognitive frameworks that represent or-
ganized knowledge about a given concept or stimulus developed through expe-
rience.102 A self schema contains information about a person’s own appearance,
behavior, and personality. For instance, a person with a decisiveness schema
tends to perceive himself or herself in terms of that aspect, especially in circum-
stances calling for leadership.

Person schemas refer to the way individuals sort others into categories, such
as types or groups, in terms of similar perceived features. The term prototype, or
stereotype, is often used to represent these categories; it is an abstract set of fea-
tures commonly associated with members of that category. Once the prototype
is formed, it is stored in long-term memory; it is retrieved when it is needed for a
comparison of how well a person matches the prototype’s features. For instance,
you may have a “good worker” prototype in mind, which includes hard work,
intelligence, punctuality, articulateness, and decisiveness; that prototype is used
as a measure against which to compare a given worker. Stereotypes may be re-
garded as prototypes based on such demographic characteristics as gender, age,
able-bodiedness, and racial and ethnic groups. 

A script schema is defined as a knowledge framework that describes the ap-
propriate sequence of events in a given situation.103 For example, an experi-
enced manager would use a script schema to think about the appropriate steps
involved in running a meeting. Finally, person-in-situation schemas combine
schemas built around persons (self and person schemas) and events (script
schemas).104 Thus, a manager might organize his or her perceived information in
a meeting around a decisiveness schema for both himself or herself and a key
participant in the meeting. Here, a script schema would provide the steps and
their sequence in the meeting; the manager would push through the steps deci-
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sively and would call on the selected participants periodically throughout the
meeting to respond decisively. Note that, although this approach might facilitate
organization of important information, the perceptions of those attending might
not be completely accurate because decisiveness of the person-in-situation
schema did not allow the attendees enough time for open discussion.

As you can see in Figure 1.14, schemas are not important just in the organiz-
ing stage; they also affect other stages in the perception process. Furthermore,
schemas rely heavily on automatic processing to free people up to use con-
trolled processing as necessary. Finally, as we will show, the perceptual factors
described earlier, as well as the distortions, to be discussed shortly, influence
schemas in various ways.

Interpretation Once your attention has been drawn to certain stimuli and
you have grouped or organized this information, the next step is to uncover the
reasons behind the actions. That is, even if your attention is called to the same
information and you organize it in the same way your friend does, you may in-
terpret it differently or make different attributions about the reasons behind what
you have perceived. For example, as a manager, you might attribute compli-
ments from a friendly subordinate to his being an eager worker, whereas your
friend might interpret the behavior as insincere flattery.

Retrieval So far, we have discussed the stages of the perceptual process as if
they all occurred at the same time. However, to do so ignores the important
component of memory. Each of the previous stages forms part of that memory
and contributes to the stimuli or information stored there. The information stored
in our memory must be retrieved if it is to be used. This leads us to the retrieval
stage of the perceptual process summarized in Figure 1.14.

All of us at times can’t retrieve information stored in our memory. More
commonly, our memory decays, so that only some of the information is re-
trieved. Schemas play an important role in this area. They make it difficult for
people to remember things not included in them. For example, based on your
prototype about the traits comprising a “high performing employee” (hard work,
punctuality, intelligence, articulateness, and decisiveness), you may overestimate
these traits and underestimate others when you are evaluating the performance
of a subordinate whom you generally consider good. Thus, you may overesti-
mate the person’s decisiveness since it is a key part of your high performance
prototype.

Indeed, people are as likely to recall nonexistent traits as they are to recall
those that are really there. Furthermore, once formed, prototypes may be diffi-
cult to change and tend to last a long time.105 Obviously, this distortion can
cause major problems in terms of performance appraisals and promotions, not to
mention numerous other interactions on and off the job. By the same token,
such prototypes allow you to “chunk” information and reduce overload. Thus,
prototypes are a double-edged sword.

RESPONSE TO THE PERCEPTUAL PROCESS
Throughout this chapter, we have shown how the perceptual process influences
numerous OB responses. Figure 1.14 classifies such responses into thoughts and
feelings and actions. For example, in countries such as Mexico, bosses routinely
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greet their secretaries with a kiss, and that is expected behavior. In contrast, in
this country your thoughts and feelings might be quite different about such be-
havior. You might very well perceive this as a form of sexual harassment. As you
cover the other OB topics in the book, you also should be alert to the impor-
tance of perceptual responses covering thoughts, feelings, and actions.

Common Perceptual Distortions
Figure 1.15 shows some common kinds of distortions that can make the percep-
tual process inaccurate and affect the response. These are stereotypes and proto-
types, halo effects, selective perception, projection, contrast effects, and self-ful-
filling prophecy.

STEREOTYPES OR PROTOTYPES
Earlier, when discussing person schemas, we described stereotypes, or prototypes,
as useful ways of combining information in order to deal with information over-
load. At the same time, we pointed out how stereotypes can cause inaccuracies in
retrieving information, along with some further problems. In particular, stereotypes
obscure individual differences; that is, they can prevent managers from getting to
know people as individuals and from accurately assessing their needs, prefer-
ences, and abilities. We compared these stereotypes with research results and
showed the errors that can occur when stereotypes are relied on for decision mak-
ing. Nevertheless, stereotypes continue to exist at the board of directors level in or-
ganizations. A recent survey from 133 Fortune 500 firms showed that female direc-
tors were favored for membership on only the relatively peripheral public affairs
committee in these organizations. Males were favored for membership on the
more important compensation, executive, and finance committee, even when the
females were equally or more experienced than their male counterparts.106

Here, we reiterate our previous message: Both managers and employees need
to be sensitive to stereotypes; they also must attempt to overcome them and recog-
nize that an increasingly diverse workforce can be a truly competitive advantage.
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HALO EFFECTS
A halo effect occurs when one attribute of a person or situation is used to de-
velop an overall impression of the individual or situation. Like stereotypes, these
distortions are more likely to occur in the organization stage of perception. Halo
effects are common in our everyday lives. When meeting a new person, for ex-
ample, a pleasant smile can lead to a positive first impression of an overall
“warm” and “honest” person. The result of a halo effect is the same as that asso-
ciated with a stereotype, however: Individual differences are obscured.

Halo effects are particularly important in the performance appraisal process
because they can influence a manager’s evaluations of subordinates’ work per-
formance. For example, people with good attendance records tend to be viewed
as intelligent and responsible; those with poor attendance records are consid-
ered poor performers. Such conclusions may or may not be valid. It is the man-
ager’s job to try to get true impressions rather than allowing halo effects to result
in biased and erroneous evaluations.

SELECTIVE PERCEPTION
Selective perception is the tendency to single out those aspects of a situation,
person, or object that are consistent with one’s needs, values, or attitudes. Its
strongest impact occurs in the attention stage of the perceptual process. This per-
ceptual distortion is identified in a classic research study involving executives in a
manufacturing company.107 When asked to identify the key problem in a compre-
hensive business policy case, each executive selected problems consistent with
his or her functional area work assignments. For example, most marketing execu-
tives viewed the key problem area as sales, whereas production people tended to
see the problem as one of production and organization. These differing view-
points would affect how the executive would approach the problem; they might
also create difficulties once these people tried to work together to improve things.

More recently, 121 middle- and upper-level managers attending an executive
development program expressed broader views in conjunction with an emphasis
on their own function. For example, a chief financial officer indicated an aware-
ness of the importance of manufacturing, and an assistant marketing manager
recognized the importance of accounting and finance along with their own func-
tions.108 Thus, this more current research demonstrated very little perceptual se-
lectivity. The researchers were not, however, able to state definitively what ac-
counted for the differing results.

These results suggest that selective perception is more important at some
times than at others. Managers should be aware of this characteristic and test
whether or not situations, events, or individuals are being selectively perceived.
The easiest way to do this is to gather additional opinions from other people.
When these opinions contradict a manager’s own, an effort should be made to
check the original impression.

PROJECTION
Projection is the assignment of one’s personal attributes to other individuals; it 
is especially likely to occur in the interpretation stage of perception. A classic 
projection error is illustrated by managers who assume that the needs of their
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subordinates and their own coincide. Suppose, for example, that you enjoy re-
sponsibility and achievement in your work. Suppose, too, that you are the newly
appointed manager of a group whose jobs seem dull and routine. You may move
quickly to expand these jobs to help the workers achieve increased satisfaction
from more challenging tasks because you want them to experience things that
you, personally, value in work. But this may not be a good decision. If you pro-
ject your needs onto the subordinates, individual differences are lost. Instead of
designing the subordinates’ jobs to fit their needs best, you have designed their
jobs to fit your needs. The problem is that the subordinates may be quite satisfied
and productive doing jobs that seem dull and routine to you. Projection can be
controlled through a high degree of self-awareness and empathy—the ability to
view a situation as others see it. In contrast with the usual negative effects of pro-
jection just described, there sometimes can be a positive ethical impact.

CONTRAST EFFECTS
Earlier, when discussing the perceived, we mentioned how a red sports car would
stand out from others because of its contrast. Here, we show the perceptual distor-
tion that can occur when, say, a person gives a talk following a strong speaker or
is interviewed for a job following a series of mediocre applicants. We can expect a
contrast effect to occur when an individual’s characteristics are contrasted with
those of others recently encountered who rank higher or lower on the same char-
acteristics. Clearly, both managers and employees need to be aware of the possi-
ble perceptual distortion the contrast effect may create in many work settings.

SELF-FULFILLING PROPHECY
A final perceptual distortion that we consider is the self-fulfilling prophecy—
the tendency to create or find in another situation or individual that which you
expected to find in the first place. Self-fulfilling prophecy is sometimes referred
to as the “Pygmalion effect,” named for a mythical Greek sculptor who created a
statue of his ideal mate and then made her come to
life.109 His prophecy came true! Through self-fulfilling
prophecy, you also may create in the work situation
that which you expect to find.

Self-fulfilling prophecy can have both positive and
negative results for you as a manager. Suppose you as-
sume that your subordinates prefer to satisfy most of
their needs outside the work setting and want only
minimal involvement with their jobs. Consequently,
you are likely to provide simple, highly structured jobs
designed to require little involvement. Can you predict
what response the subordinates would have to this sit-
uation? Their most likely response would be to show
the lack of commitment you assumed they would
have in the first place. Thus, your initial expectations
are confirmed as a self-fulfilling prophecy.

Self-fulfilling prophecy can have a positive side,
however (see The Effective Manager 1.4). Students
introduced to their teachers as “intellectual bloomers”
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CREATING POSITIVE SELF-FULFILLING
PROPHECIES FOR EMPLOYEES

• Create a warmer interpersonal climate be-
tween your subordinates and you.

• Give more performance feedback to subor-
dinates—make it as positive as possible,
given their actual performance.

• Spend more time helping subordinates learn
job skills.

• Provide more opportunities for subordinates
to ask questions.
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do better on achievement tests than do their counterparts who lack such a posi-
tive introduction. A particularly interesting example of the self-fulfilling prophecy
is that of Israeli tank crews. One set of tank commanders was told that according
to test data some members of their assigned crews had exceptional abilities but
others were only average. In reality, the crew members were assigned randomly,
so that the two test groups were equal in ability. Later, the commanders reported
that the so-called exceptional crew members performed better than the “average”
members. As the study revealed, however, the commanders had paid more atten-
tion to and praised the crew members for whom they had the higher expectan-
cies.110 The self-fulfilling effects in these cases argue strongly for managers to
adopt positive and optimistic approaches to people at work.

Managing the Perceptual Process
To be successful, managers must understand the perceptual process, the stages in-
volved, and the impact the perceptual process can have on their own and others’ re-
sponses. They must also be aware of what roles the perceiver, the setting, and the
perceived have in the perceptual process. Particularly important with regard to the
perceived is the concept of impression management—for both managers and others.

IMPRESSION MANAGEMENT
Impression management is a person’s systematic attempt to behave in ways that
will create and maintain desired impressions in the eyes of others. First impres-
sions are especially important and influence how people respond to one an-
other. Impression management is influenced by such activities as associating
with the “right people,” doing favors to gain approval, flattering others to make
oneself look better, taking credit for a favorable event, apologizing for a negative
event while seeking a pardon, agreeing with the opinions of others, downplay-
ing the severity of a negative event, and doing favors for others.111 Successful
managers learn how to use these activities to enhance their own images, and
they are sensitive to their use by their subordinates and others in their organiza-
tions. In this context job titles are particularly important.

DISTORTION MANAGEMENT
During the attention and selection stage, managers should be alert to balancing
automatic and controlled information processing. Most of their responsibilities,
such as performance assessment and clear communication, will involve con-
trolled processing, which will take away from other job responsibilities. Along
with more controlled processing, managers need to be concerned about increas-
ing the frequency of observations and about getting representative information
rather than simply responding to the most recent information about a subordi-
nate or a production order, for instance. Some organizations, including large
farms, have responded to the need for representative and more accurate infor-
mation by utilizing current technology. In addition, managers should not fail to
seek out disconfirming information that will help provide a balance to their typi-
cal perception of information.
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The various kinds of schemas and prototypes and stereotypes are particularly
important at the information organizing stage. Managers should strive to broaden
their schemas or should even replace them with more accurate or complete ones.

At the interpretation stage, managers need to be especially attuned to the
impact of attribution on information; we discuss this concept further in the sec-
tion on managing the attributional process. At the retrieval stage, managers
should be sensitive to the fallibility of memory. They should recognize the ten-
dency to overrely on schemas, especially prototypes or stereotypes that may bias
information stored and retrieved.

Throughout the entire perception process managers should be sensitive to
the information distortions caused by halo effects, selective perception, projec-
tion, contrast effects, and self-fulfilling prophecy, in addition to the distortions of
stereotypes and prototypes.

Attribution Theory
Earlier in the chapter we mentioned attribution theory in the context of perceptual
interpretation. Attribution theory aids in this interpre-
tation by focusing on how people attempt to (1) under-
stand the causes of a certain event, (2) assess responsi-
bility for the outcomes of the event, and (3) evaluate
the personal qualities of the people involved in the
event.112 In applying attribution theory, we are espe-
cially concerned with whether one’s behavior has been
internally or externally caused. Internal causes are be-
lieved to be under an individual’s control—you believe
Jake’s performance is poor because he is lazy. External
causes are seen as outside a person—you believe Kel-
lie’s performance is poor because her machine is old.

According to attribution theory, three factors in-
fluence this internal or external determination: dis-
tinctiveness, consensus, and consistency. Distinctive-
ness considers how consistent a person’s behavior is
across different situations. If Jake’s performance is
low, regardless of the machine on which he is work-
ing, we tend to give the poor performance an inter-
nal attribution; if the poor performance is unusual,
we tend to assign an external cause to explain it.

Consensus takes into account how likely all
those facing a similar situation are to respond in the
same way. If all the people using machinery like
Kellie’s have poor performance, we tend to give her
performance an external attribution. If other employ-
ees do not perform poorly, we attribute internal cau-
sation to her performance.

Consistency concerns whether an individual re-
sponds the same way across time. If Jake has a batch
of low-performance figures, we tend to give the
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PUBLIC RELATIONS

Enhancing Public Image Perception 
Through Benchmarking

Although nationally acclaimed for its artistic quality and
considered on a par with other major ballet companies,
the Boston Ballet felt it lagged behind in fund-raising abil-
ity. It also worried that the perception of its image among
Boston cultural institutions was too weak to support a ma-
jor fund-raising expansion. The Ballet’s board chair, John
Humphrey, led a benchmarking effort focusing on how
other organizations manage or change their public image.
He established a cross-functional committee of trustees
and professional staff. The committee ultimately chose
three best-practice benchmark organizations in different
fields: a ballet company, a museum, and a fast-growing
Boston-based bakery chain—all noted for their excellent
public images. Committee members developed a question-
naire and conducted followup interviews in these organi-
zations to find out characteristics and activities that led to
their superb public image perceptions. From this informa-
tion, the committee made action recommendations for the
Boston Ballet. Many of the recommendations were ac-
cepted, including the creation of a comprehensive image
campaign for the Ballet, developed by a major Boston pub-
lic relations firm, pro bono.
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poor performance an internal attribution. In contrast, if Jake’s low performance
is an isolated incident, we attribute it to an external cause.

ATTRIBUTION ERRORS
In addition to these three influences, two errors have an impact on internal versus
external determination—the fundamental attribution error and the self-serving
bias.113 Figure 1.16 provides data from a group of health-care managers.114 When
supervisors were asked to identify, or attribute, causes of poor performance among
their subordinates, the supervisors more often chose the individual’s internal defi-
ciencies—lack of ability and effort—rather than external deficiencies in the situa-
tion—lack of support. This demonstrates a fundamental attribution error—the
tendency to underestimate the influence of situational factors and to overestimate
the influence of personal factors in evaluating someone else’s behavior. When
asked to identify causes of their own poor performance, however, the supervisors
overwhelmingly cited lack of support—an external, or situational, deficiency. This
indicates a self-serving bias—the tendency to deny personal responsibility for per-
formance problems but to accept personal responsibility for performance success.

To summarize, we tend to overemphasize other people’s internal personal
factors in their behavior and to underemphasize external factors in other peo-
ple’s behavior. In contrast, we tend to attribute our own success to our own in-
ternal factors and to attribute our failure to external factors.

The managerial implications of attribution theory can be traced back to the
fact that perceptions influence responses. For example, a manager who feels that
subordinates are not performing well and perceives the reason to be an internal
lack of effort is likely to respond with attempts to “motivate” the subordinates to
work harder; the possibility of changing external, situational factors that may re-
move job constraints and provide better organizational support may be largely
ignored. This oversight could sacrifice major performance gains. Interestingly,
because of the self-serving bias, when they evaluated their own behavior, the su-
pervisors in the earlier study indicated that their performance would benefit
from having better support. Thus, the supervisors’ own abilities or willingness to
work hard were not felt to be at issue.

ATTRIBUTIONS ACROSS CULTURES
Research on the self-serving bias and fundamental attribution error has been done
in cultures outside the United States with unexpected results.115 In Korea, for ex-
ample, the self-serving bias was found to be negative; that is, Korean managers
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attribute work group failure to themselves—“I was
not a capable leader”—rather than to external causes.
In India, the fundamental attribution error overem-
phasizes external rather than internal causes for fail-
ure. Africans attribute negative consequences—driv-
ing away fish and angering mermaids into creating
squalls—to women but apparently not to men. Why
these various differences occurred is not clear, but
differing cultural values appear to play a role. Finally,
there is some evidence that U.S. females may be less
likely to emphasize the self-serving bias than
males.116

Certain cultures, such as the United States, tend
to overemphasize internal causes and underempha-
size external causes. Such overemphasis may result
in negative attributions toward employees. These
negative attributions, in turn, can lead to disciplinary
actions, negative performance evaluations, transfers
to other departments, and overreliance on training, rather than focusing on such
external causes as lack of workplace support.117 Employees, too, take their cues
from managerial misattributions and, through negative self-fulfilling prophecies,
may reinforce managers’ original misattributions. Employees and managers alike
(see The Effective Manager 1.5) can be taught attributional realignment to help
deal with such misattributions.118

The Concept of Organizational Culture
Organizational or corporate culture is the system of shared actions, values, and
beliefs that develops within an organization and guides the behavior of its mem-
bers.119 In the business setting, this system is often referred to as the corporate
culture. Just as no two individual personalities are the same, no two organizational
cultures are identical. Most significantly, management scholars and consultants in-
creasingly believe that cultural differences can have a major impact on the perfor-
mance of organizations and the quality of work life experienced by their members.

FUNCTIONS AND COMPONENTS OF ORGANIZATIONAL CULTURE
Through their collective experience, members of an organization solve two ex-
tremely important survival issues.120 The first is the question of external adapta-
tion: What precisely needs to be accomplished, and how can it be done? The
second is the question of internal integration: How do members resolve the daily
problems associated with living and working together?

External Adaptation External adaptation involves reaching goals and deal-
ing with outsiders. The issues concerned are tasks to be accomplished, methods
used to achieve the goals, and methods of coping with success and failure.
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KEYS IN MANAGING PERCEPTIONS
AND ATTRIBUTIONS

• Be self-aware.
• Seek a wide range of differing information.
• Try to see a situation as others would.
• Be aware of different kinds of schemas.
• Be aware of perceptual distortions.
• Be aware of self and other impression man-

agement.
• Be aware of attribution theory implications.
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Through their shared experiences, members may develop common views
that help guide their day-to-day activities. Organizational members need to
know the real mission of the organization, not just the pronouncements to key
constituencies, such as stockholders. Members will naturally develop an under-
standing of how they contribute to the mission via interaction. This view may
emphasize the importance of human resources, the role of employees as cogs in
a machine, or a cost to be reduced.

Closely related to the organization’s mission and view of its contribution are
the questions of responsibility, goals, and methods. For instance, at 3M, employ-
ees believe that it is their responsibility to innovate and contribute creatively.
They see these responsibilities reflected in achieving the goal of developing new
and improved products and processes.

Each collection of individuals in an organization also tends to (1) separate
more important from less important external forces; (2) develop ways to mea-
sure their accomplishments; and (3) create explanations for why goals are not al-
ways met. Daimler-Chrysler’s managers, for example, have moved away from
judging their progress against specific targets to estimating the degree to which
they are moving a development process forward. Instead of blaming a poor
economy or upper level managers for the firm’s failure to reach a goal, Daimler-
Chrysler managers have set hard goals that are difficult to reach and have redou-
bled their efforts to improve participation and commitment.121 

The final issues in external adaptation deal with two important, but often ne-
glected, aspects of coping with external reality. First, individuals need to develop
acceptable ways of telling outsiders just how good they really are. At 3M, for ex-
ample, employees talk about the quality of their products and the many new,
useful products they have brought to the market. Second, individuals must col-
lectively know when to admit defeat. At 3M, the answer is easy for new projects:
At the beginning of the development process, members establish “drop” points
at which to quit the development effort and redirect it.122 

In sum, external adaptation involves answering important instrumental or
goal-related questions concerning coping with reality: What is the real mission?
How do we contribute? What are our goals? How do we reach our goals? What
external forces are important? How do we measure results? What do we do if
specific targets are not met? How do we tell others how good we are? When do
we quit?

Internal Integration The corporate culture also provides answers to the
problems of internal integration. Internal integration deals with the creation of a
collective identity and with finding ways of matching methods of working and
living together.

The process of internal integration often begins with the establishment of a
unique identity; that is, each collection of individuals and each subculture within
the organization develops some type of unique definition of itself. Through dia-
logue and interaction, members begin to characterize their world. They may see
it as malleable or fixed, filled with opportunity or threatening. Real progress to-
ward innovation can begin when group members collectively believe that they
can change important parts of the world around them and that what appears to
be a threat is actually an opportunity for change.123 

Three important aspects of working together are (1) deciding who is a mem-
ber and who is not; (2) developing an informal understanding of acceptable and
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unacceptable behavior; and (3) separating friends from enemies. Effective total
quality management holds that subgroups in the organization need to view their
immediate supervisors as members of the group who are expected to represent
them to friendly higher managers.

To work together effectively, individuals need to decide collectively how to
allocate power, status, and authority. They need to establish a shared under-
standing of who will get rewards and sanctions for specific types of actions. Too
often, managers fail to recognize these important aspects of internal integration.
For example, a manager may fail to explain the basis for a promotion and to
show why this reward, the status associated with it, and the power given to the
newly promoted individual are consistent with commonly shared beliefs.

Collections of individuals need to work out acceptable ways to communi-
cate and to develop guidelines for friendships. Although these aspects of internal
integration may appear esoteric, they are vital. To function effectively as a team,
individuals must recognize that some members will be closer than others; friend-
ships are inevitable. However, the basis for friendships can be inappropriately
restricted. At the U.S. Department of Interior, for example, recent budget cuts
may have had a beneficial effect. At one time, the political appointees could be
found eating together in their own executive dining room. Now, all employees
eat at the Interior Department lunchroom, and even the political appointees are
making new friends with the career civil servants.

In sum, internal integration involves answers to important questions associ-
ated with living together. What is our unique identity? How do we view the
world? Who is a member? How do we allocate power, status, and authority? How
do we communicate? What is the basis for friendship? Answering these questions
is important to organizational members because the organization is more than a
place to work; it is a place where individuals spend much of their adult life.124 

DOMINANT CULTURE, SUBCULTURES, AND COUNTERCULTURES
Smaller firms often have a single dominant culture with a unitary set of shared
actions, values, and beliefs. Most larger organizations contain several subcultures
as well as one or more countercultures.125 Subcultures are groups of individu-
als with a unique pattern of values and philosophy that is not inconsistent with
the organization’s dominant values and philosophy.126 Interestingly, strong sub-
cultures are often found in high performance task forces, teams, and special pro-
ject groups in organizations. The culture emerges to bind individuals working in-
tensely together to accomplish a specific task. For example, there are strong
subcultures of stress engineers and liaison engineers in the Boeing Renton plant.
These highly specialized groups must solve knotty technical issues to ensure that
Boeing planes are safe. Though distinct, these groups of engineers share in the
dominant values of Boeing.

In contrast, countercultures have a pattern of values and a philosophy that
reject the surrounding culture.127 When Stephen Jobs reentered Apple computer
as its interim CEO, he quickly formed a counterculture within Apple. Over the
next 18 months, numerous clashes occurred as the followers of the old CEO (Gil
Amelio) fought to maintain their place. Jobs won and Apple won. His counter-
culture became dominant. 

Within an organization, mergers and acquisitions may produce countercul-
tures. Employers and managers of an acquired firm may hold values and assump-
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tions that are quite inconsistent with those of the acquiring firm. This is known as
the “clash of corporate cultures.”128 When Coca-Cola bought Columbia Pictures,
the soft-drink company found out too late that the picture business was quite dif-
ferent from selling beverages. It sold Columbia, with its unique corporate culture,
to Sony rather than fight a protracted clash of cultures.129 

Importing Subcultures Every large organization imports potentially important
subcultural groupings when it hires employees from the larger society. In North
America, for instance, subcultures and countercultures may naturally form based
on ethnic, racial, gender, generational, or locational similarities. In Japanese orga-
nizations, subcultures often form based on the date of graduation from a univer-
sity, gender, or geographic location. In European firms, ethnicity and language
play an important part in developing subcultures, as does gender. In many less
developed nations, language, education, religion, or family social status are often
grounds for forming societally popular subcultures and countercultures.

The difficulty with importing groupings from the larger societies lies in the
relevance these subgroups have to the organization as a whole. At the one ex-
treme, senior managers can merely accept these divisions and work within the
confines of the larger culture. There are three primary difficulties with this ap-
proach. First, subordinated groups, such as members of a specific religion or eth-
nic group, are likely to form into a counterculture and to work more diligently to
change their status than to better the firm. Second, the firm may find it extremely
difficult to cope with broader cultural changes. For instance, in the United States
the expected treatment of women, ethnic minorities, and the disabled has
changed dramatically over the last 20 years. Firms that merely accept old customs
and prejudices have experienced a greater loss of key personnel and increased
communication difficulties, as well as greater interpersonal conflict, than have
their more progressive counterparts. Third, firms that accept and build on natural
divisions from the larger culture may find it extremely difficult to develop sound
international operations. For example, many Japanese firms have had substantial
difficulty adjusting to the equal treatment of women in their U.S. operations.130 

Valuing Cultural Diversity Managers can work to eradicate all naturally oc-
curring subcultures and countercultures. Firms are groping to develop what Tay-
lor Cox calls the multicultural organization. The multicultural organization is a
firm that values diversity but systematically works to block the transfer of soci-
etally based subcultures into the fabric of the organization.131 Because Cox fo-
cuses on some problems unique to the United States, his prescription for change
may not apply to organizations located in other countries with much more ho-
mogeneous populations.

Cox suggests a five-step program for developing the multicultural organiza-
tion. First, the organization should develop pluralism with the objective of multi-
based socialization. To accomplish this objective, members of different naturally
occurring groups need to school one another to increase knowledge and infor-
mation and to eliminate stereotyping. Second, the firm should fully integrate its
structure so that there is no direct relationship between a naturally occurring
group and any particular job—for instance, there are no distinct male or female
jobs. Third, the firm must integrate the informal networks by eliminating barriers
and increasing participation. That is, it must break down existing societally
based informal groups. Fourth, the organization should break the linkage be-
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tween naturally occurring group identity and the identity of the firm. In other
words, the firm should not be just for the young, old, men, women, and so on.
Fifth, the organization must actively work to eliminate interpersonal conflict
based on either the group identity or the natural backlash of the largest societally
based grouping.

The key problems associated with fully implementing Cox’s program are
separating the firm from the larger culture in which it must operate and eliminat-
ing some societally based groupings that are relevant for achieving the firm’s
goals. For instance, the U.S. military is barred from fully implementing Cox’s rec-
ommendations simply because it is not currently legal to put women into all
combat roles. The issue of generational groupings provides another example.
Implementing Cox’s recommendations would call for 20 year olds to be repre-
sented proportionally in the senior management ranks; most corporations want
and need the judgment honed by experience. However, astute senior managers
are recognizing that they may be out of touch with younger employees. For ex-
ample, Robert Hausman, chairman of Coventry Industries of Boca Raton, Florida
routinely meets young employees once a month over pizza.132 

LEVELS OF CULTURAL ANALYSIS
Three important levels of cultural analysis in organizations are: observable culture,
shared values, and common assumptions.133 These levels may be envisioned as
layers. The deeper one gets, the more difficult it is to discover the culture.

The first level concerns observable culture, or
“the way we do things around here.” These are the
methods the group has developed and teaches to
new members. The observable culture includes the
unique stories, ceremonies, and corporate rituals that
make up the history of a successful work group.

The second level of analysis recognizes that
shared values can play a critical part in linking peo-
ple together and can provide a powerful motiva-
tional mechanism for members of the culture. Many
consultants suggest that organizations should de-
velop a “dominant and coherent set of shared val-
ues.”134 The term shared in cultural analysis implies
that the group is a whole. Every member may not
agree with the shared values, but they have all been
exposed to them and have often been told they are
important. At Hewlett-Packard, for example, “qual-
ity” is part of everyone’s vocabulary. The firm was
founded on the belief that everyone could make a
creative contribution to developing quality products.

At the deepest level of cultural analysis are com-
mon assumptions, or the taken-for-granted truths
that collections of corporate members share as a re-
sult of their joint experience. It is often extremely
difficult to isolate these patterns, but doing so helps
explain why culture invades every aspect of organi-
zational life.
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MARKETING

Marketing at a High Performance Organization:
Hewlett-Packard

A corporation with nearly 125,000 employees and with
sales approaching $50 billion, Hewlett-Packard (HP) is a
leader in many information technology fields. Through-
out its international product line advertising there is a
constant repetition of an HP core value—quality. For in-
stance, in 1999 HP launched its first advertising campaign
on behalf of its European channel partners to support the
Connect Programme—a program designed to bring better
account management, increased business opportunities,
and higher profitability to some of HP’s international mar-
keting partners. To qualify, retailers and resellers must
meet a number of quality criteria for both their technical
and sales staff. Then they become members of the Connect
Programme group. The theme of the marketing cam-
paign—“Connect with our family of skilled resellers”—
urges European, Middle Eastern, and African IT executives
to trust in HP dealers.



Observable Aspects of Organizational Culture
Important parts of an organization’s culture emerge from the collective experi-
ence of its members. These emergent aspects of the culture help make it unique
and may well provide a competitive advantage for the organization. Some of
these aspects may be directly observed in day-to-day practices. Others may have
to be discovered—for example, by asking members to tell stories of important
incidents in the history of the organization. We often learn about the unique as-
pects of the organizational culture through descriptions of specific events.135 By
observing employee actions, listening to stories, and asking members to interpret
what is going on, one can begin to understand the organization’s culture.

STORIES, RITES, RITUALS, AND SYMBOLS
Organizations are rich with stories of winners and losers, successes and failures.
Perhaps one of the most important stories concerns the founding of the organi-
zation. The founding story often contains the lessons learned from the heroic ef-
forts of an embattled entrepreneur, whose vision may still guide the firm. The
story of the founding may be so embellished that it becomes a saga—a heroic
account of accomplishments.136 Sagas are important because they are used to tell
new members the real mission of the organization, how the organization oper-
ates, and how individuals can fit into the company. Rarely is the founding story
totally accurate, and it often glosses over some of the more negative aspects of
the founders. Such is the case with Nike.

If you have job experience, you may well have heard stories concerning the
following questions: How will the boss react to a mistake? Can someone move
from the bottom to the top of the company? What will get me fired? These are
common story topics in many organizations.137 Often, the stories provide valu-
able hidden information about who is more equal than others, whether jobs are
secure, and how things are really controlled. In essence, the stories begin to sug-
gest how organizational members view the world and live together. Some of the
most obvious aspects of organizational culture are rites and rituals. Rites are
standardized and recurring activities that are used at special times to influence
the behaviors and understanding of organizational members; rituals are systems
of rites. It is common, for example, for Japanese workers and managers to start
their workdays together with group exercises and singing of the “company
song.” Separately, the exercises and song are rites. Together, they form part of a
ritual. In other settings, such as the Mary Kay Cosmetics company, scheduled
ceremonies reminiscent of the Miss America pageant (a ritual) are used regularly
to spotlight positive work achievements and reinforce high performance expec-
tations with awards, including gold and diamond pins and fur stoles.

Rituals and rites may be unique to particular groups within the organization.
Subcultures often arise from the type of technology deployed by the unit, the spe-
cific function being performed, and the specific collection of specialists in the unit.
The boundaries of the subculture may well be maintained by a unique language.
Often, the language of a subculture, and its rituals and rites, emerge from the group
as a form of jargon. In some cases, the special language starts to move outside the
firm and begins to enter the larger society. For instance, an ad for a Hewlett-
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Packard hand-held computer read: “All the features you need are built right in. MS-
DOS, Lotus 1-2-3…and a 512 K RAM version of the HP 95LX.” Not everyone found
this a user-friendly ad, but it did appeal to knowledgeable individuals.138

Another observable aspect of corporate culture centers on the symbols
found in organizations. A cultural symbol is any object, act, or event that serves
to transmit cultural meaning. Good examples are the corporate uniforms worn
by UPS and Federal Express delivery personnel. Although many such symbols
are quite visible, their importance and meaning may not be.

CULTURAL RULES AND ROLES
Organizational culture often specifies when various types of actions are appro-
priate and where individual members stand in the social system. These cultural
rules and roles are part of the normative controls of the organization and emerge
from its daily routines.139 For instance, the timing, presentation, and methods of
communicating authoritative directives are often quite specific to each organiza-
tion. In one firm, meetings may be forums for dialogue and discussion, where
managers set agendas and then let others offer new ideas, critically examine al-
ternatives, and fully participate. In another firm, the “rules” may be quite differ-
ent: The manager goes into the meeting with fixed expectations. Any new ideas,
critical examinations, and the like are expected to be worked out in private be-
fore the meeting takes place. The meeting is a forum for letting others know
what is being done and for passing out orders on what to do in the future.

THE EVOLUTION OF SHARED MEANINGS 
FROM OBSERVABLE CULTURE

What you see as an outside observer may or may not be what organizational
members see. You may see NASA personnel on television filling the tanks of a
booster rocket for the space shuttle. If you could ask the workers directly what
they are doing, you might be surprised by the answer. They are not just filling
booster tanks; they are assisting with an important part of exploring space.
Through interaction with one another, and as reinforced by the rest of the orga-
nization, the workers have infused a larger shared meaning—or sense of broader
purpose—into their tasks. In this sense, organizational culture is a “shared” set of
meanings and perceptions that are created and learned by organizational mem-
bers in the course of interactions.140 This set of shared meanings may be accom-
panied by shared values.

Values and Organizational Culture
To describe more fully the culture of an organization, it is necessary to go
deeper than the observable aspects. To many researchers and managers, shared
common values lie at the very heart of organization culture. Shared values help
turn routine activities into valuable, important actions, tie the corporation to the
important values of society, and may provide a very distinctive source of com-
petitive advantage. In organizations, what works for one person is often taught
to new members as the correct way to think and feel. Important values are then

Section One ■ 49

A cultural symbol is any

object, act, or event that

serves to transmit cultural

meaning.



attributed to these solutions to everyday problems. By linking values and ac-
tions, the organization taps into some of the strongest and deepest realms of the
individual. The tasks a person performs are given not only meaning but value;
what one does is not only workable but correct, right, and important.

Some successful organizations share some common cultural characteristics.141

Organizations with “strong cultures” possess a broadly and deeply shared value
system. Unique, shared values can provide a strong corporate identity, enhance
collective commitment, provide a stable social system, and reduce the need for
formal and bureaucratic controls. A strong culture can be a double-edged sword,
however. A strong culture and value system can reinforce a singular view of the
organization and its environment. If dramatic changes are needed, it may be very
difficult to change the organization. General Motors may have a “strong” culture,
for example, but the firm faces enormous difficulty in its attempts to adapt its
ways to a dynamic and highly competitive environment.

In many corporate cultures, one finds a series of common assumptions
known to most everyone in the corporation: “We are different.” “We are better
at….” “We have unrecognized talents.” Cisco Systems at the opening of this
chapter provides an excellent example. Senior managers often share common
assumptions, such as, “We are good stewards.” “We are competent managers.”
“We are practical innovators.” Like values, such assumptions become reflected in
the organizational culture.

MANAGEMENT PHILOSOPHY
A management philosophy links key goal-related issues with key collabora-
tion issues and comes up with a series of general ways by which the firm will
manage its affairs.142 A well-developed management philosophy is important be-
cause (1) it establishes generally understood boundaries on all members of the
firm; (2) it provides a consistent way of approaching new and novel situations;
and (3) it helps hold individuals together by assuring them of a known path to-
ward success. Wal-Mart has a clearly identified management philosophy linking
growth and profitability with customer service and individual employee commit-
ment. Each manager runs “a store within a store,” supported by more senior
management and corporate buyers. This concept both liberates individuals to try
new initiatives and binds their efforts within managerial constraints and purchas-
ing realities. Once, the homespun comments of legendary CEO Sam Walton
helped to help bind individuals together; now managers evoke his memory. The
philosophy is expressed in some old-fashioned values, such as customer service,
frugality, hard work, and service toward employees.

Elements of the management philosophy may be formally documented in a
corporate plan, a statement of business philosophy, or a series of goals (see The
Effective Manager 1.6). Yet, it is the unstated but well-understood fundamentals
these written documents signify that form the heart of a well-developed manage-
ment philosophy.

ORGANIZATIONAL MYTHS
In many firms, the management philosophy is supported by a series of organiza-
tional myths. Organizational myths are unproven and often unstated beliefs
that are accepted uncritically. In a study of safety in nuclear power plants, senior
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managers were asked whether they felt there was a
tradeoff between safeness and efficiency. The re-
sponse was clear: A safe plant is an efficient plant.
Yet, most of these executives had seen data showing
that measures of safeness and efficiency were quite
independent. To admit there was a tradeoff raised
the issue of making choices between efficiency and
safety. All wanted to believe that to do one was to
promote the other.143

Whereas some may scoff at these organizational
myths and want to see rational, hard-nosed analysis
replace mythology, each firm needs a series of man-
agerial myths.144 Myths allow executives to redefine
impossible problems into more manageable compo-
nents. Myths can facilitate experimentation and cre-
ativity, and they allow managers to govern. For in-
stance, senior executives are not just decision
makers or rational allocators of resources. All organi-
zation members hope these individuals will also be
fair, just, and compassionate.

NATIONAL CULTURE INFLUENCES
Widely held common assumptions may often be
traced to the larger culture of the corporation’s host
society.145 The difference between Sony’s corporate
emphasis on group achievements and Zenith’s em-
phasis on individual engineering excellence, for ex-
ample, can be traced to the Japanese emphasis on collective action versus the
U.S. emphasis on individualism.

National cultural values may also become embedded in the expectations of
important organizational constituencies and in generally accepted solutions to
problems. When moving across national cultures, managers need to be sensitive
to national cultural differences so that their actions do not violate common as-
sumptions in the underlying national culture. In Japan and Western Europe, for
example, executives are expected to work cooperatively with government offi-
cials on an informal basis. Informal business-government relations that are per-
fectly acceptable in these countries are considered influence peddling in the
United States. Whereas some South American executives expect to pay directly
for some government services, in the United States such payments are consid-
ered bribes.

Inappropriate actions that violate common assumptions drawn from national
culture can have an important impact on performance and may alienate organi-
zational members, even if managers have the best intentions. To improve morale
at General Electric’s new French subsidiary, Chi. Generale de Radiologie, Ameri-
can managers invited all the European managers to a “get acquainted” meeting
near Paris. The Americans gave out colorful T-shirts with the GE slogan, “Go for
One,” a typical maneuver in many American training programs. The French re-
sented the T-shirts. One outspoken individual said, “It was like Hitler was back,
forcing us to wear uniforms. It was humiliating.”
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THE EFFECTIVE MANAGER 1.6

ELEMENTS OF 
STRONG CORPORATE CULTURES

• A widely shared real understanding of what
the firm stands for, often embodied in slo-
gans.

• A concern for individuals over rules, policies,
procedures, and adherence to job duties.

• A recognition of heroes whose actions illus-
trate the company’s shared philosophy and
concerns.

• A belief in ritual and ceremony as important
to members and to building a common iden-
tity.

• A well-understood sense of the informal rules
and expectations so that employees and
managers understand what is expected of
them.

• A belief that what employees and managers
do is important and that it is important to
share information and ideas.



Managing Organizational Culture
The culture should be considered as critical as structure and strategy in establish-
ing the organizational foundations of high performance. Good managers are able
to reinforce and support an existing strong culture; good managers are also able
to help build resilient cultures in situations where they are absent. For instance,
CEO Mike Walsh of Union Pacific has brought a new and fresh approach to the
firm with what Fortune Magazine called an “introverted corporate culture.” Cul-
tural changes under Walsh’s leadership included the empowerment of managers
at all levels. A typical response: “We were so elated the company was willing to
give new authority that we wanted it to work.”

Two broad strategies for managing the corporate culture have received con-
siderable attention in the OB literature. One strategy calls for managers to help
modify observable culture, shared values, and common assumptions directly. A
second strategy involves the use of organizational development techniques to
modify specific elements of the culture.

BUILDING, REINFORCING, AND CHANGING CULTURE 
Managers can modify the visible aspects of culture, such as the language, stories,
rites, rituals, and sagas. They can change the lessons to be drawn from common
stories and even encourage individuals to see the reality they see. Because of
their positions, senior managers can interpret situations in new ways and can ad-
just the meanings attached to important corporate events. They can create new
rites and rituals. This takes time and enormous energy, but the long-run benefits
can also be great.

Top managers, in particular, can set the tone for a culture and for cultural
change. Managers at Aetna Life and Casualty Insurance built on its humanistic
traditions to provide basic skills to highly motivated but underqualified individu-
als. Even in the highly cost-competitive steel industry, Chairperson F. Kenneth
Iverson of Nucor built on basic entrepreneurial values in U.S. society to reduce
the number of management levels by half. And at Procter and Gamble, Richard
Nicolosi evoked the shared values for greater participation in decision making
dramatically to improve creativity and innovation.

Each of these examples illustrates how managers can help foster a culture
that provides answers to important questions concerning external adaptation and
internal integration. Recent work on the linkages among corporate culture and
financial performance reaffirms the importance of an emphasis on helping em-
ployees adjust to the environment. It also suggests that this emphasis alone is
not sufficient. Neither is an emphasis solely on stockholders or customers associ-
ated with long-term economic performance. Instead, managers must work to
emphasize all three issues simultaneously. This emphasis on customers, stock-
holders, and employees comes at a cost of emphasizing management. Large of-
fices, multimillion-dollar salaries, golden parachutes (protections for executives if
the firm is bought by others), as well as the executive plane, dining room, and
country club are out.

Early research on culture and culture change often emphasized direct 
attempts to alter the values and assumptions of individuals by resocializing
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them—that is, trying to change their hearts so that
their minds and actions would follow.146 The goal
was to establish a clear, consistent organizationwide
consensus. More recent work suggests that this uni-
fied approach of working through values may not be
either possible or desirable.

Trying to change people’s values from the top
down without also changing how the organization
operates and recognizing the importance of individ-
uals does not work very well. Take a look at Cisco
Systems. Here managers realize that keeping a dy-
namic, change-oriented and fun culture is a mix of
managerial actions, decisions about technology, and
initiatives from all employees. The values are not set
and imposed from someone on high. The shared
values emerge, and they are not identical across all
of Cisco’s operating sites. Subtle but important differ-
ences emerge across their operations in Silicon Val-
ley, the North Carolina operation, and the Australian
setting.

It is also a mistake for managers to attempt to re-
vitalize an organization by dictating major changes and ignoring shared values.
Although things may change a bit on the surface, a deeper look often shows
whole departments resisting change and many key people unwilling to learn
new ways. Such responses may indicate that the managers responsible are insen-
sitive to the effects of their proposed changes on shared values. They fail to ask
whether the changes are contrary to the important values of participants within
the firm, a challenge to historically important corporatewide assumptions, and
inconsistent with important common assumptions derived from the national cul-
ture, outside the firm. Note the example of Stephen Jobs at Apple earlier in this
chapter. He did not make all the changes. Rather, he worked with others to
make changes in strategy, structure, products, and marketing and to build on
deep-seated common assumptions that long-term employees shared.

Few executives are able to reshape common assumptions or “the taken-for-
granted truths” in a firm without taking drastic, radical action. Roger Smith of
General Motors realized this challenge and established a new division to pro-
duce the Saturn.

At Harley Davidson, a new senior management team had to replace virtually
all of the company’s middle managers in order to establish a new, unique, and
competitive culture. All too often, however, executives are unable to realize that
they, too, can be captured by the broadly held common assumptions within their
firms. Just as executives in Eastern European firms must reexamine the philo-
sophical foundation of their firms as their countries adopt market economies, so
must managers in the United States and other Western nations, as they anticipate
the exciting challenges of a new century.

CONTINUOUS CULTURAL DEVELOPMENT
To keep the culture fresh and competitive, the challenge today is to engage in a
process of continuous self-assessment and planned change in order to stay
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THE EFFECTIVE MANAGER 1.7

PICKING A FIRM BY ITS CULTURE

One study suggests that there are four domi-
nant types of corporate cultures:

1. Academies—individuals are carefully moved
through training programs for career devel-
opment.

2. Fortresses—individuals are asked to engage
in a turnaround and a fight for corporate
survival.

3. Clubs—seniority, loyalty, status, commit-
ment, and “fitting in” are most important.

4. Baseball teams—talent and performance
are considered critical.



abreast of problems and opportunities in a complex and demanding environ-
ment. Organization development (OD) is a comprehensive approach to
planned change that is designed to improve the overall effectiveness of organi-
zations. Formally defined, OD is the application of behavioral science knowl-
edge in a long-range effort to improve an organization’s ability to cope with
change in its external environment and to increase its internal problem-solving
capabilities.147 

Organization development is used to improve performance in organizations
of many types, sizes, and settings. It includes a set of tools with which any man-
ager who is concerned about achieving and maintaining high levels of produc-
tivity will want to be familiar. Because of its comprehensive nature and scientific
foundations, OD was frequently implemented with the aid of an external consul-
tant. As OD techniques have been combined with a better understanding of or-
ganizational culture, its basic concepts can and should be used routinely by all
managers.

Organizational Development
Processes and Applications

Organizational development provides a set of well-proven methods for develop-
ing and changing what cultural analyses call external adaptation and internal
integration. Importantly, OD seeks to achieve change in such a way that the or-
ganization’s members become more active and confident in taking similar steps
to maintain the culture and longer run organization effectiveness. A large part of
any OD program’s success in this regard rests with its asumptions, values and
action research foundations.

UNDERLYING ASSUMPTIONS OF OD
The organizational development foundations for achieving change are rooted in
underlying assumptions about individuals, groups, and organizations. At the in-
dividual level, OD is guided by principles that reflect an underlying respect for
people and their capabilities. It assumes that individual needs for growth and de-
velopment are most likely to be satisfied in a supportive and challenging work
environment. It also assumes that most people are capable of taking responsibil-
ity for their own actions and of making positive contributions to organizational
performance.

At the group level, OD is guided by principles that reflect a belief that groups
can be good for both people and organizations. It assumes that groups help their
members satisfy important individual needs and can also be helpful in support-
ing organizational objectives. And it assumes that effective groups can be created
by people working in collaboration to meet individual and organizational needs.

At the organizational level, OD is guided by principles that show a respect
for the complexity of an organization as a system of interdependent parts. It as-
sumes that changes in one part of the organization will affect other parts as well.
And it assumes that organizational structures and jobs can be designed to meet
the needs of individuals and groups as well as those of the organization.
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SHARED VALUES AND PRINCIPLES UNDERLYING OD
Organizational development offers a systematic approach to planned change in
organizations which addresses two main goals: outcome goals (mainly issues of
external adaptation) and process goals (mainly issues of internal integration).
Outcome goals include achieving improvements in task performance by improv-
ing external adaptation capabilities. In OD, these goals focus on what is actually
accomplished through individual and group efforts. Process goals include
achieving improvements in such things as communication, interaction, and deci-
sion making among an organization’s members. These goals focus on how well
people work together, and they stress improving internal integration.

In pursuit of these goals, OD is intended to help organizations and their
members by (1) creating an open problem-solving climate throughout an organi-
zation, (2) supplementing formal authority with that of knowledge and compe-
tence, (3) moving decision making to points where relevant information is avail-
able, (4) building trust and maximizing collaboration among individuals and
groups, (5) increasing the sense of organizational “ownership” among members,
and (6) allowing people to exercise self-direction and self-control at work.148

Thus, using OD implicitly involves these values. That is, organization develop-
ment is designed to improve the contributions of individual members in achiev-
ing the organizational goals, and it seeks to do so in ways that respect the orga-
nization’s members as mature adults who need and deserve high-quality
experiences in their working lives.

ACTION RESEARCH FOUNDATIONS OF OD
Organizational development practitioners refer to action research as the pro-
cess of systematically collecting data on an organization, feeding it back to the
members for action planning, and evaluating results by collecting and reflecting
on more data after the planned actions have been taken. This is a data-based
and collaborative approach to problem solving and organizational assessment.
When used in the OD process, action research helps identify action directions
that may enhance an organization’s effectiveness. In a typical action-research se-
quence depicted in Figure 1.17, the sequence is initiated when someone senses
a performance gap and decides to analyze the situation systematically for the
problems and opportunities it represents. The process continues through the fol-
lowing steps: data gathering, data feedback, data analysis, and action planning. It
continues to the point at which action is taken and results are evaluated. The
evaluation or reassessment stage may or may not generate another performance
gap. If it does, the action-research cycle begins anew.

Figure 1.18 identifies one set of frameworks that can assist OD practitioners
in accomplishing the required diagnoses. These foundations apply the open sys-
tems framework and OB concepts with which you are already familiar from ear-
lier parts of this book. At the organizational level, the figure indicates that effec-
tiveness must be understood with respect to forces in the external environment
and major organizational aspects, such as strategy, technology, structure, culture,
and management systems. At the group level, effectiveness is viewed in a con-
text of forces in the internal environment of the organization and major group
aspects, such as tasks, membership, norms, cohesiveness, and group processes.
At the individual level, effectiveness is considered in relationship to the internal
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environment of the work group and individual aspects, such as tasks, goals,
needs, and interpersonal relationships.

ORGANIZATIONAL DEVELOPMENT INTERVENTIONS
The action research process should engage members of an organization in activi-
ties designed to accomplish the required diagnoses and to develop and implement
plans for constructive change. Action research, data collection, and the diagnostic
foundations should come together through the choice and use of OD “interven-
tions.” Organizational development interventions are activities initiated by the
consultant to facilitate planned change and to assist the client system in develop-
ing its own problem-solving capabilities. With less formality, many of these tech-
niques are also now being used by managers to help understand and improve
their own operations. Major OD interventions can be categorized with respect to
their major impact at the organizational, group, and individual levels of action.149 

Organizationwide Interventions An effective organization is one that
achieves its major performance objectives while maintaining a high quality of
work life for its members. OD interventions designed for systemwide application
include the following.
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Figure 1.17
An action-research model for organization development.
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Survey feedback begins with the collection of data via questionnaire 
responses from organization members, or a representative sample of such re-
sponses. The data are then presented, or fed back, to the members. They subse-
quently engage in a collaborative process to interpret the data and to develop
action plans in response.

Confrontation meetings are designed to help determine quickly how an
organization may be improved and to take initial actions to better the situation.150

The intervention involves a one-day meeting conducted by an OD facilitator for
a representative sample of organizational members, including top management.
In a structured format, the consultant asks participants to make individual lists of
what they feel can be done to improve things. Then, through a series of small-
group work sessions and sharing of results, these ideas are refined into a tenta-
tive set of actions that top management then endorses for immediate implemen-
tation. The major trick here is to get senior managers to propose changing their
part of the firm. Confrontation meetings fail if all the proposed changes call for
adjustments by subordinates without any alterations by the top managers.

Structural redesign involves realigning the structure of the organization or
major subsystems to improve performance. It includes examining the best fit be-
tween structure, technology, and environment. In today’s highly dynamic envi-
ronments, in light of the increasing involvement of organizations in international
operations and with rapid changes in information technology, a structure can
easily grow out of date. Thus, structural redesign is an important OD interven-
tion that can be used to help maintain the best fit between organizational struc-
tures and situational demands.
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Collateral organization is designed to make creative problem solving pos-
sible by pulling a representative set of members out of the formal organization
structure to engage in periodic small-group problem-solving sessions.151 These
collateral, or “parallel,” structures are temporary and exist only to supplement
the activities of the formal structure.

Group and Intergroup Interventions OD interventions at the group level
are designed to improve group effectiveness. The major interventions at this
level are team building, process consultation, and intergroup team building.

Team building involves a manager or consultant engaging the members of
a group in a series of activities designed to help them examine how the group
functions and how it may function better. Like survey feedback at the organiza-
tional level, team building involves some form of data collection and feedback.
The key elements, however, are a collaborative assessment of the data by all
members of the group and the achievement of consensus regarding what may
be done to improve group effectiveness. Team building is often done at “re-
treats” or off-site meetings, where group members spend two to three days
working intensely together on this reflection–analysis–planning process.

Process consultation involves structured activities that are facilitated by an
OD practitioner and is designed to improve group functioning. Process consulta-
tion has a more specific focus than does team building, however; its attention is
directed toward the key “processes” through which members of a group work
with one another. The process consultant is concerned with helping a group
function better on such things as norms, cohesiveness, decision-making meth-
ods, communication, conflict, and task and maintenance activities.

Intergroup team building is a special form of team building. It is designed
to help two or more groups improve their working relationships with one an-
other and, it is hoped, to experience improved group effectiveness as a result.
Here, the OD practitioner engages the groups or their representatives in activi-
ties that increase awareness of how each group perceives the other. Given this
understanding, collaborative problem solving can improve coordination between
the groups and encourage more mutual support of one another as important
components in the total organization.

Individual Interventions Task performance and job satisfaction are impor-
tant concerns with respect to improving individual effectiveness in the work-
place. OD interventions at this level of attention range from those that address
personal issues to those that deal more with specific job and career considera-
tions. Individual-level OD interventions include the following.

Role negotiation is a means of clarifying what individuals expect to give
and receive of one another in their working relationship. Because roles and per-
sonnel change over time, role negotiation can be an important way to maintain
task understandings among individuals in an organization. This kind of under-
standing is quite easily accomplished by helping people who work together clar-
ify what they need from one another to do their jobs well.

Job redesign is the process of creating long-term congruence between indi-
vidual goals and organizational career opportunities. A good example is the
Hackman and Oldham diagnostic approach to job enrichment.152 Recall that this
approach involves (1) analyzing the core characteristics of a job or group of jobs,
(2) analyzing the needs and capabilities of workers in those jobs, and (3) taking

58 ■ Organizational Behavior 

Collateral organization

involves a representative set

of members in periodic

small-group, problem-solving

sessions.

Team building is de-

signed to gather and analyze

data on the functioning of a

group and implement

changes to increase its oper-

ating effectiveness.

Process consultation

helps a group improve on

such things as norms, cohe-

siveness, decision-making

methods, communication,

conflict, and task and main-

tenance activities.

Intergroup team build-

ing helps groups improve

their working relationships

with one another and experi-

ence improved group effec-

tiveness.

Role negotiation is a

process through which indi-

viduals clarify expectations

about what each should be

giving and receiving as

group members.

Job redesign creates

long-term congruence be-

tween individual goals and

organizational career oppor-

tunities.



action to adjust the core job characteristics either to enrich or to simplify the jobs
to best match individual preferences.

Career planning takes the form of structured opportunities for individuals
to work with their managers or staff experts from the personnel or human re-
sources department on career issues. They may map career goals, assess per-
sonal development needs, and actively plan short-term and long-term career
moves. Increasingly, career planning is becoming a major part of the support
that highly progressive organizations provide for their members.

OD and the Continuous Cultural Evolution Today, a new wave of success-
ful high-tech firms exemplifies the use of organization development assump-
tions, values, and techniques without using the term OD. It is not that such firms
as Cisco Systems or Starbucks are trying to force change on their employees.
Rather, the managers in these systems take a very practical approach to manag-
ing culture. They realize that both external adaptation and internal integration
are important for a variety of subcultures within their firms. They use OD inter-
vention techniques to improve both. They do not dictate values or set common
assumptions in isolation but with their fellow employees. They are working with
others to help nurture and guide the continual evolution of organizational cul-
ture from day to day.

Change in Organizations
“Change” is the watchword of the day for many, if not most, organizations. Some
of this change may be described as radical change, or frame-breaking change.153

This is change that results in a major overhaul of the organization or its component
systems. In today’s business environments, such radical changes are often initiated
by a critical event, such as a new CEO, a new ownership brought about by merger
or takeover, or a dramatic failure in operating results. When it occurs in the life cy-
cle of an organization, radical change is intense and all-encompassing.

Another common form of organizational change is incremental change, or
frame-bending change. This type of change, being part of an organization’s nat-
ural evolution, is frequent and less traumatic. Typical changes of this type in-
clude the introduction of new products, new technologies, and new systems and
processes. Although the nature of the organization remains relatively the same,
incremental change builds on the existing ways of operating to enhance or ex-
tend them in new directions. The capability of improving continuously through
incremental change is an important asset in today’s demanding environments.

The success of both radical and incremental change in organizations de-
pends in part on change agents who lead and support the change processes.
These are individuals and groups who take responsibility for changing the exist-
ing behavior patterns of another person or social system. Although change
agents sometimes are hired as consultants from outside the organization, any
manager or leader in today’s dynamic times is expected to act in a change agent
capacity. Indeed, this responsibility is increasingly defined even more specifi-
cally as essential to the leadership role. Simply put, being an effective change
agent means being a great “change leader.”154
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PLANNED AND UNPLANNED CHANGE
Not all change in organizations is the result of a change agent’s direction. 
Unplanned changes occur spontaneously or randomly. They may be disrup-
tive, such as a wildcat strike that ends in a plant closure, or beneficial, such as an
interpersonal conflict that results in a new procedure designed to smooth the
flow of work between two departments. When the forces of unplanned change
begin to appear, the appropriate goal is to act quickly to minimize any negative
consequences and maximize any possible benefits. In many cases, unplanned
changes can be turned into good advantage.

In contrast, planned change is the result of specific efforts by a change
agent. It is a direct response to someone’s perception of a performance gap —a
discrepancy between the desired and actual state of affairs. Performance gaps
may represent problems to be resolved or opportunities to be explored. Most
planned changes may be regarded as efforts intended to deal with performance
gaps in ways that benefit an organization and its members. The processes of
continuous improvement require constant vigilance to spot performance gaps—
both problems and opportunities—and to take action to resolve them.

ORGANIZATIONAL FORCES 
AND TARGETS FOR CHANGE

The forces for change driving organizations of all
types and sizes are ever present in and around to-
day’s dynamic work settings.155 They are found in the
organization–environment relationship, with merg-
ers, strategic alliances, and divestitures among the ex-
amples of organizational attempts to redefine their re-
lationships with challenging social and political
environments. They are found in the organizational
life cycle, with changes in culture and structure
among the examples of how organizations must
adapt as they evolve from birth through growth and
toward maturity. They are found in the political na-
ture of organizations, with changes in internal con-
trol structures, including benefits and reward systems,
that attempt to deal with shifting political currents.

Planned change based on any of these forces can
be internally directed toward a wide variety of orga-
nizational components. As shown in Figure 1.19,
these targets include organizational purpose, strategy,
structure, and people, as well as objectives, culture,
tasks, and technology. When considering these tar-
gets, however, it must be recognized that they are
highly intertwined in the workplace. Changes in any
one are likely to require or involve changes in others.
For example, a change in the basic tasks—what it is
that people do, is almost inevitably accompanied by
a change in technology—the way in which tasks are
accomplished. Changes in tasks and technology usu-
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ally require alterations in structures, including changes in the patterns of authority
and communication as well as in the roles of workers. These technological and
structural changes can, in turn, necessitate changes in the knowledge, skills, and
behaviors of people—the members of the organization.156 In all cases, of course,
tendencies to accept easy-to-implement, but questionable, “quick fixes” to prob-
lems should be avoided.157

PHASES OF PLANNED CHANGE
Psychologist Kurt Lewin recommends that any change effort be viewed as a pro-
cess with three distinct phases—unfreezing, changing, and refreezing, all of
which must be well handled for a change to be successful.158 He also suggests
that we may become easily preoccupied with the changing phase and neglect
the importance of the unfreezing and refreezing stages.

Unfreezing In Lewin’s model, unfreezing is the managerial responsibility of
preparing a situation for change. It involves disconfirming existing attitudes and
behaviors to create a felt need for something new. Unfreezing is facilitated by
environmental pressures, declining performance, recognition of a problem, or
awareness that someone else has found a better way, among other things. Many
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changes are never tried or they fail simply because situations are not properly
unfrozen to begin with.

Large systems seem particularly susceptible to what is sometimes called the
boiled frog phenomenon.159 This refers to the notion that a live frog will immedi-
ately jump out when placed in a pan of hot water. When placed in cold water
that is then heated very slowly, however, the frog will stay in the water until the
water boils the frog to death. Organizations, too, can fall victim to similar circum-
stances. When managers fail to monitor their environments, recognize the impor-
tant trends, or sense the need to change, their organizations may slowly suffer
and lose their competitive edge. Although the signals that change may be needed
are available, they aren’t noticed or given any special attention—until it is too
late. In contrast, the best organizations are led by people who are always on the
alert and understand the importance of “unfreezing” in the change process.

Changing The changing stage involves taking action to modify a situation by
changing things, such as the people, tasks, structure, or technology of the organi-
zation. Lewin believes that many change agents are prone to an activity trap. They
bypass the unfreezing stage and start changing things prematurely or too quickly.
Although their intentions may be correct, the situation has not been properly pre-
pared for change. This often leads to failure. Changing something is difficult
enough in any situation, let alone having to do so without the proper foundations.

Refreezing The final stage in the planned change process is refreezing. De-
signed to maintain the momentum of a change and eventually institutionalize it
as part of the normal routine, refreezing secures the full benefits of long-lasting
change. Refreezing involves positively reinforcing desired outcomes and provid-
ing extra support when difficulties are encountered. It involves evaluating
progress and results, and assessing the costs and benefits of the change. And it
allows for modifications to be made in the change to increase its success over
time. When all of this is not done and refreezing is neglected, changes are often
abandoned after a short time or incompletely implemented.

Planned Change Strategies
Managers and other change agents use various means for mobilizing power, ex-
erting influence over others, and getting people to support planned change ef-
forts. As described in Figure 1.20, each of these strategies builds from the various
bases of social power. Note in particular that each power source has somewhat
different implications for the planned change process.160

FORCE–COERCION
A force–coercion strategy uses legitimacy, rewards, or punishments as pri-
mary inducements to change. That is, the change agent acts unilaterally to “com-
mand” change through the formal authority of his or her position, to induce
change via an offer of special rewards, or to bring about change via threats of
punishment. People respond to this strategy mainly out of the fear of being pun-
ished if they do not comply with a change directive or out of the desire to gain a
reward if they do. Compliance is usually temporary and continues only as long
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as the change agent and his or her legitimate authority are visible, or as long as
the opportunities for rewards and punishments remain obvious.

Your actions as a change agent using the force–coercion strategy might
match the following profile.

You believe that people who run things are basically motivated by self-interest
and by what the situation offers in terms of potential personal gains or losses.
Since you feel that people change only in response to such motives, you try to
find out where their vested interests lie and then put the pressure on. If you
have formal authority, you use it. If not, you resort to whatever possible rewards
and punishments you have access to and do not hesitate to threaten others with
these weapons. Once you find a weakness, you exploit it and are always wise to
work “politically” by building supporting alliances wherever possible.161

RATIONAL PERSUASION
Change agents using a rational persuasion strategy attempt to bring about
change through the use of special knowledge, empirical support, or rational ar-
guments. This strategy assumes that rational people will be guided by reason
and self-interest in deciding whether or not to support a change. Expert power is
mobilized to convince others that the change will leave them better off than be-
fore. It is sometimes referred to as an empirical-rational strategy of planned
change. When successful, this strategy results in a longer lasting, more internal-
ized change than does force–coercion.

As a change agent taking the rational persuasion approach to a change situ-
ation, you might behave as follows.

You believe that people are inherently rational and are guided by reason in their
actions and decision making. Once a specific course of action is demonstrated to
be in a person’s self-interest, you assume that reason and rationality will cause
the person to adopt it. Thus, you approach change with the objective of com-
municating—through information and facts—the essential “desirability” of
change from the perspective of the person whose behavior you seek to influ-
ence. If this logic is effectively communicated, you are sure of the person’s
adopting the proposed change.162
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SHARED POWER
A shared-power strategy actively and sincerely involves the people who will
be affected by a change in planning and making key decisions relating to this
change. Sometimes called a normative-reeducative approach, this strategy tries
to develop directions and support for change through involvement and empow-
erment. It builds essential foundations, such as personal values, group norms,
and shared goals, so that support for a proposed change emerges naturally. Man-
agers using normative-reeducative approaches draw upon the power of personal
reference and also share power by allowing others to participate in planning and
implementing the change. Given this high level of involvement, the strategy is
likely to result in a longer lasting and internalized change.

As a change agent who shares power and adopts a normative-reeducative
approach to change, you are likely to fit this profile:

You believe that people have complex motivations. You feel that people behave
as they do as a result of sociocultural norms and commitments to these norms.
You also recognize that changes in these orientations involve changes in atti-
tudes, values, skills, and significant relationships, not just changes in knowledge,
information, or intellectual rationales for action and practice. Thus, when seek-
ing to change others, you are sensitive to the supporting or inhibiting effects of
group pressures and norms. In working with people, you try to find out their
side of things and to identify their feelings and expectations.163

Resistance to Change
In organizations, resistance to change is any attitude or behavior that indicates
unwillingness to make or support a desired change. Change agents often view
any such resistance as something that must be “overcome” in order for change to
be successful. This is not always the case, however. It is helpful to view resistance
to change as feedback that the change agent can use to facilitate gaining change

objectives.164 The essence of this constructive approach
to resistance is to recognize that when people resist
change, they are defending something important and
that appears threatened by the change attempt.

WHY PEOPLE RESIST CHANGE
People have many reasons to resist change. The Ef-
fective Manager 1.8 identifies fear of the unknown, in-
security, lack of a felt need to change, threat to vested
interests, contrasting interpretations, and lack of re-
sources, among other possibilities. A work team’s
members, for example, may resist the introduction of
advanced workstation computers because they have
never used the operating system and are apprehen-
sive. They may wonder whether the new computers
will eventually be used as justification for “getting rid”
of some of them; or they may believe that they have
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been doing their jobs just fine and do not need the new computers to improve
things. These and other viewpoints often create resistance to even the best and
most well-intended planned changes.

Resistance to the Change Itself Sometimes a change agent experiences resis-
tance to the change itself. People may reject a change because they believe it is
not worth their time, effort, or attention. To minimize resistance in such cases,
the change agent should make sure that everyone who may be affected by a
change knows specifically how it satisfies the following criteria.165

• Benefit—The change should have a clear relative advantage for the people
being asked to change; it should be perceived as “a better way.”

• Compatibility—The change should be as compatible as possible with the ex-
isting values and experiences of the people being asked to change.

• Complexity —The change should be no more complex than necessary; it
must be as easy as possible for people to understand and use.

• Triability—The change should be something that people can try on a step-
by-step basis and make adjustments as things progress.

Resistance to the Change Strategy Change agents must also be prepared to
deal with resistance to the change strategy. Someone who attempts to bring
about change via force–coercion, for example, may create resistance among in-
dividuals who resent management by “command” or the use of threatened pun-
ishment. People may resist a rational persuasion strategy in which the data are
suspect or the expertise of advocates is not clear. They may resist a shared-
power strategy that appears manipulative and insincere.

Resistance to the Change Agent Resistance to the change agent is directed at
the person implementing the change and often involves personality and other
differences. Change agents who are isolated and aloof from other persons in the
change situation, who appear self-serving, or who have a high emotional in-
volvement in the changes are especially prone to such problems. Research also
indicates that change agents who differ from other persons in the change situa-
tion on such dimensions as age, education, and socioeconomic factors may en-
counter greater resistance to change.166

HOW TO DEAL WITH RESISTANCE
An informed change agent has many options available for dealing positively with re-
sistance to change, in any of its forms.167 The first approach is through education
and communication. The objective is to educate people about a change before it is
implemented and to help them understand the logic of the change. Education and
communication seem to work best when resistance is based on inaccurate or incom-
plete information. A second way is the use of participation and involvement. With
the goal of allowing others to help design and implement the changes, this approach
asks people to contribute ideas and advice or to work on task forces or committees
that may be leading the change. This is especially useful when the change agent
does not have all the information needed to successfully handle a problem situation.

Facilitation and support involves providing assistance—both emotional and
material, for people experiencing the hardships of change. A manager using this

Section One ■ 65

Criteria for successful
changes



approach actively listens to problems and complaints, provides training in the
new ways, and helps others to overcome performance pressures. Facilitation and
support is highly recommended when people are frustrated by work constraints
and difficulties encountered in the change process. A negotiation and agree-
ment approach offers incentives to actual or potential change resistors. Tradeoffs
are arranged to provide special benefits in exchange for assurances that the
change will not be blocked. It is most useful when dealing with a person or
group that will lose something of value as a result of the planned change.

Manipulation and cooptation makes use of covert attempts to influence oth-
ers, selectively providing information and consciously structuring events so that
the desired change occurs. In some cases, leaders of the resistance may be
“bought off” with special side deals to gain their support. Manipulation and
cooptation are common when other tactics do not work or are too expensive. Fi-
nally, explicit or implicit coercion employs the force of authority to get people to
accept change. Often, resistors are threatened with a variety of undesirable con-
sequences if they do not go along as planned. This may be done, for example,
in crisis situations when speed is of the essence. 

Figure 1.21 summarizes additional insights into how and when each of these
methods may be used to deal with resistance to change. Regardless of the cho-
sen strategy, it is always best to remember that the presence of resistance typi-
cally suggests that something can be done to achieve a better fit among the
change, the situation, and the people affected. A good change agent deals with
resistance to change by listening to feedback and acting accordingly.
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High Performance Context
of Organizational Behavior

Some critical forces in the emerging high performance context involve changing
customer expectations, the changing workforce, and changing organizations.

OB AND CHANGING CUSTOMER EXPECTATIONS
Only those organizations that deliver what customers want in terms of quality,
service, and cost will prosper in today’s highly competitive environments. This
continues to be an age of total quality management (TQM)—management
dedicated to ensuring that an organization and all of its members are committed
to high quality, continuous improvement, and customer satisfaction. Quality in
this sense means that customers’ needs are met and that all tasks are done right
the first time. An important hallmark of the total quality concept is continuous
improvement—the belief that anything and everything done in the workplace
should be continually evaluated by asking two questions: (1) Is this necessary?
(2) If so, can it be done better?1

Consistent with this approach is the creation of customer-driven organiza-
tions that are dedicated to quality and service. Figure 2.1 expresses this notion in
the form of an upside-down pyramid view of organizations. The figure focuses
attention on total quality service to customers and clients by placing them at the
top of the organization. Managing from this point of view requires that workers
operate in ways that directly affect customers and clients; it requires that team
leaders and middle managers do things that directly support the workers; and it
requires that top managers clarify the organizational mission and objectives, set
strategies, and make adequate resources available.2

OB AND THE CHANGING WORKFORCE
The American workforce is becoming more and more diverse with an increasing
proportion of women, persons of color, and older employees. Trends in Canada
and the European Union are similar.3 Besides more diversity, two especially im-
portant and contradictory workforce characteristics are (1) the impact of Gener-
ation X or “Gold-Collar” workers (those born between 1965 and 1977), and (2)
the impact of poor educational preparation of some high school graduates. In
fact, U.S. test scores were the lowest in one comparison of 16 industrialized
countries.4 Both characteristics present a current OB challenge but in very differ-
ent ways. 
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ous improvement, and meet-
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Continuous improve-
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ply.
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Figure 2.2 shows that Gold-Collar Generation X workers demand a lot of the
company. They want challenge on the job and flexibility in work schedules;
some even want to work at home. But they also want to work in teams, and they
are interested in empowerment—being allowed as an individual or group to
make decisions that affect their work. These needs, wants, and desires are likely
to be strongest for knowledge workers—employees whose major task is to
produce new knowledge, typically through computer-oriented means—and
other jobs with workers in high demand and low supply. At the millennium, this
condition is widespread throughout the U.S. economy, with unemployment rates
the lowest in many years.5 The level of skills and abilities among many of these
workers allows them to function well in highly challenging jobs and work set-
tings.6

At the opposite end of the spectrum are those high school graduates who
score poorly on standardized tests and enter the workforce with skills deficien-
cies. In the United States, an alarming number of them require considerable ba-
sic skills training in math, writing, and reasoning to get them up to speed in
many of today’s organizations.7 In a knowledge-driven economy, high costs are
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associated with such remedial training and the individuals can suffer long-term
career disadvantages.

OB AND CHANGING ORGANIZATIONS
The last decade may well be remembered as the one that fundamentally
changed the way people work.8 We experienced the stresses of downsizing and
restructuring; we gained sensitivity to the peaks and valleys of changing eco-
nomic times; and we witnessed the advent of the Internet with its impact on
both people and organizations. Truly progressive organizations, however, are
doing much more than simply cutting employees and adding technology to re-
duce the scale of operations in the quest for productivity. They are changing the
very essence of the way things are done, and they are adding new meaning to
the traditional notions of employer–employee relationships.

One characteristic of this new and fast-paced world of organizations is con-
stant change which carries with it an emphasis on reinventing ways of doing
things and continuously improving in all aspects of operations. Many organiza-
tions have pursued process reengineering which rethinks and radically 
redesigns business processes to stimulate innovation and change and improve
critical performance measures such as cost, quality, service, and speed.9 Organi-
zations facing these new demands are being asked to “start over”—to forget how
things were done in the past and to ask only how they should be done to best
meet critical performance measures. Answers to these questions are used to re-
design activities and workflows in order to give better value to both internal and
external customers.

New information technology has seen an explosion of activity in what may
become a benchmark of twenty-first-century organizations—electronic com-
merce in which business is transacted through the Internet. The popular Web-
based bookseller Amazon.com is but one spectacular example of emerging E-cor-
porations that utilize the Internet and information technologies to support
enterprise-wide computer integration of all aspects of operations.10 In an increas-
ingly “Net-centric” world, technology-driven network organizations operate as vir-
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tual alliances of suppliers, customers, and even competitors, who link with the lat-
est electronic information technologies and share such things as skills, costs, and
access to global markets.11 These alliances are formed, utilized, and disbanded
with ease, all in quick response to business opportunities.

These and related developments are giving rise to what some call a free-agent
economy, one in which individuals contract their services to a shifting mix of em-
ployers over time.12 British scholar and consultant Charles Handy describes the ca-
reer implications of what he calls the shamrock organization.13 A shamrock, the
Irish national emblem, has three leaves per stem. Each leaf represents a different
group of people. The first leaf is a core group of workers made up of permanent,
full-time employees with critical skills, who follow standard career paths. This is a
relatively small group, perhaps made up of those who remain after major down-
sizing of a more traditional organization. The second leaf is a group of outside op-
erators who are engaged contractually by the core group to perform a variety of
jobs essential to the daily functioning of the organization. Many of these jobs
would be performed by full-time staff, (e.g., human resource personnel) in a more
traditional organization. The third leaf is a group of part-timers who can be hired
temporarily by the core group as the needs of the business grow and who can just
as easily be let go when business falls. Today’s college graduates must be pre-
pared to succeed in the second and third leaves, not just the first.

What Is a High Performance Organization?
The free-agent economy and shamrock organization are one aspect of the
rapidly changing context of OB. Another is the high performance organiza-
tion, introduced earlier as one intentionally designed to bring out the best in
people and thereby produce organizational capability that delivers sustainable
organizational results. Instead of treating people as disposable parts of constantly
shifting temporary alliances, HPOs place people first.14 They are regarded as the
crucial resource in providing the capability to deliver sustainable high perfor-
mance results. 

EMPHASIS ON INTELLECTUAL CAPITAL
The essential foundation for the high performance organization is intellectual
capital, defined in Section 1, as represented by the sum total of knowledge, ex-
pertise, and dedication of an organization’s workforce.15 In this sense, even in
the days of high technology, people are the indispensable human resources
whose contributions advance the organization’s purpose, mission, and strategies.
To utilize this intellectual capital, HPOs often organize their flow of work around
the key business processes and often create work teams within these pro-
cesses.16 They follow human-resource policies directed toward enhancing em-
ployee flexibility, skills, knowledge, and motivation.17 At the same time, high
performance organizations involve fewer levels of management and change the
way managers operate. They become much less directive order-givers and in-
stead emphasize coaching, integrating the work of work teams with each other,
and facilitating the work of the teams so that they can best complete their jobs
and meet customer expectations.18
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KEY COMPONENTS OF HIGH PERFORMANCE ORGANIZATIONS
A high performance organization’s specific form depends on its setting—for ex-
ample, an HPO bank would have a form different than an auto manufacturer’s.19

But, most high performance organizations include the five components shown in
Figure 2.3. The key HPO components are: employee involvement, self-directing
work teams, integrated production technologies, organizational learning, and to-
tal quality management.

Employee Involvement The amount of decision making delegated to workers
at all levels reflects employee involvement. This can be visualized as a contin-
uum.20 At one end is no involvement (workers just do their jobs) or parallel in-
volvement (there are such things as suggestion boxes, roundtable discussions con-
cerning the jobs, and quality circles—members of a quality circle meet regularly to
find ways to achieve continuous improvement of quality operations). In the middle
is moderate involvement or participative management (there are increased respon-
sibilities for making day-to-day job decisions). At the opposite end from low in-
volvement is high involvement, or what we earlier termed empowerment—where,
you will recall, there is worker responsibility for making decisions regarding them-
selves and their work. Typically, these decisions are of great latitude regarding vir-
tually all aspects of the job. Increased use of employee involvement came from the
realization that positive benefits could come from allowing employees’ input into
how their jobs were done. Research shows that employee productivity and various
aspects of satisfaction tend to be higher with more involvement.21

Self-Directing Work Teams Teams or workgroups that are empowered to
make decisions about planning, doing, and evaluating their work are self-di-
recting work teams. They sometimes have other names, such as self-managing
or self-leading work teams, or autonomous work groups. We discuss them thor-
oughly later. There are at least two reasons for their role in high performance or-
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ganizations. First, the importance of tapping employee expertise and knowledge
is now well-recognized. Second, there has been an increased need for employ-
ees to manage themselves as organizations have downsized and restructured for
greater competitiveness.22 Self-directing work teams strongly affect employee
satisfaction and commitment and moderately affect performance.23

Integrated Production Technologies All organizations use technology to
combine the use of resources, knowledge, and techniques and create a product
or service output. The concept of integrated production technologies focuses
on providing flexibility in manufacturing and services and involves job-design
and information systems. Key aspects of integrated production technologies typ-
ically involve the use of just-in-time production or service systems, and a heavy
emphasis on computers to assist in designing products or services, controlling
equipment in production processes, and integrating the business functions.

Just-in-time systems involve working closely with suppliers to make sure just
the right amount of material is available to do the job. At Honeywell, for example,
this is done by having the materials suppliers work in the Honeywell plants to see
that the inventory level is appropriate. McDonald’s does it by keeping only a very
small (just-in-time) supply of hamburgers on hand to service its customers.24

Computer usage includes integrating such business functions as order entry
and accounting with computer-aided design of the product or service and com-
puter-aided production to help control workflow and other product or service
aspects. For example, the Technology/Clothing Technology Corporation has de-
veloped a computer design process that will allow clothing manufacturers to cre-
ate “custom” clothing and then to use computers to translate the final design
specifications into instructions for manufacturing the item.25 K2 Corporation, a
large U.S. manufacturer of skis, uses these approaches in producing its custom-
ordered skis.26 These design and production functions are often integrated via
computer into the just-in-time systems and the integration of business functions
so that placing the order, designing it, producing it, and making sure an appro-
priate level of parts is available are all assisted by computer.

Organizational Learning Section 1 introduced organizational learning as a
way for organizations to adapt to their settings and to gather information to an-
ticipate future changes.27 High performance organizations with the characteris-
tics in this section, are designed for organizational learning. They integrate infor-
mation into the organization’s memory for availability and use in new
situations.28 The need for such learning resulted from the realization that tradi-
tional, hierarchically structured organizations were not very good at anticipating
environmental changes or at sharing information across functions such as pro-
duction, marketing, and engineering. 

Total Quality Management As introduced earlier, total quality management
involves a total commitment to high-quality results, continuous improvement,
and meeting customer needs. The initial push for TQM as far back as the mid-
1980s tended to apply it in separate, narrowly focused groups emphasizing vari-
ous aspects of quality. These groups met separately from the workers’ regular
jobs. Now total quality management has become a tightly integrated part of
HPOs where an emphasis on employee involvement and self management en-
courages all workers to do their own quality planning and checking.
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Management Challenges of
High Performance Organizations

The journey toward becoming an HPO presents many challenges. Responding to
these challenges calls for a very strong leadership commitment. For those organi-
zations that have made the HPO commitment, it has been well worth the effort.
Studies of some 1100 companies across a 30-year period show some interesting
results. First, bottom-line financial performance tends to increase 30 to 50 per-
cent over a three- to five-year time period. Second, this bottom-line financial per-
formance has increased by a minimum of 3 to 7 percent per year faster than in
traditional organizations.29 These results, however, are dependent upon the mas-
tery of the following challenges.

ENVIRONMENTAL LINKAGES
Like other organizations, high performance organizations are open systems influ-
enced by the rapidly moving external environment with its global emphasis and
rapidly changing customer expectations. Among the most important inputs are
the organizational worksite’s problems and opportunities and the organization’s
purpose, mission, and strategy, along with its vision. HPOs typically develop a
mission and vision package that ties these elements together and integrates them
with the organization’s core values.30 In a true HPO, this vision/direction package
must involve employees and managers at all organization levels. This blending is
crucial to ensuring a high level of acceptance by everybody in the organization.
This high level of mutual acceptance is a key difference between HPOs and other
more traditional organizations. The previously mentioned HPO components—em-
ployee involvement, self-directed work teams, integrated manufacturing technolo-
gies, organizational learning, and total quality management—make unique contri-
butions to the transformation of inputs into outputs.

The outputs basically consist of individual, group, and organizational effec-
tiveness and contributions to society. Organizational effectiveness looks at how
well the HPO has done financially and what the quality of work life is for mem-
bers of the organization. The latter includes satisfaction, commitment to the or-
ganization, and many other measures of this kind. Contributions to society are
those the organization is making to society through charitable contributions, vol-
unteer activities by managers and workers, and many other similar activities.31

This open systems perspective therefore means that the inputs, transforma-
tion processes, and outputs are all influenced by the external environment and
all influence each other. Thus, there is feedback from the outputs to the transfor-
mation components and inputs, and there is continual adjustment to meet the
environmental demands.

INTERNAL INTEGRATION
A difficult challenge is the integration of all five HPO components. For example,
the self-directing teams must include the integrated production system in their
plans and operations. Often the teams are heavily involved in the system’s de-
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sign. Similarly, the teams also must include total quality management considera-
tions as part of their functioning. At the same time, they must build organiza-
tional learning and employee involvement functions and activities. In successful
HPOs there is a fit among all these activities and functions, as there is with the
open system inputs and outputs.

Unlike traditional organizations, in which design emanates from the top
down, the design of an HPO involves a combination of top-down and bottom-
up decision making. Successful design calls for a strong and sustained emphasis
from the top supported by various design teams comprised of people from all
levels of the organization. It also calls for staying on course in dealing with the
inevitable problems introduced by change. Organizations able to do this can
reap the kinds of benefits we discuss in the concluding section. 

Sometimes HPO “islands” exist within a larger, more traditional organiza-
tion. HPO islands are engulfed by organizations or units that do not function as
HPOs and may even be opposed to them. Saturn Corporation within General
Motors is one such example. Originally set up to help serve as an example for
the rest of the corporation, Saturn has been in a constant struggle to maintain it-
self as a true HPO.32 Some influential executives from GM and the United Auto
Workers Union have not supported Saturn because they have been concerned
about losing the control they maintain elsewhere in GM’s more traditional orga-
nization.33

In spite of these internal pressures, Saturn has been quite successful as a
high performance organization. At the same time, external market forces have
made it very difficult for Saturn to continue its success. Well-run HPOs have gen-
erally been better able to withstand these negative pressures than have tradi-
tional ones, however.34

MIDDLE MANAGER ROLES
Middle managers must also address a number of challenges to build a true high per-
formance organization. Many will be asked to help implement one or more of the
components described earlier to help move their organization on the journey toward
becoming an HPO. As an example, creating self-directing work teams can provide
resistance at both manager and employee levels.35 A key concern is that middle
managers in traditional organizations may be asked to implement a change that

eliminates some or all of their job.36 Many of these func-
tions have been shifted to the teams themselves, and
the middle managers must carve out new roles and ad-
just their traditional role as a source of direction.

Although many Generation X employees may
welcome new self-managing team environments,
other workers, particularly those lacking the appro-
priate educational skills, may offer resistance. Some
employees do not believe that working in teams is a
fair way to work, and some do not like the addi-
tional challenge of teams. There is also a strong pref-
erence among many employees, especially in the
United States, to do individual work. A key chal-
lenge for middle managers in implementing any of
these components (see The Effective Manager 2.1) is
to help deal with possible employee resistance.37
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Another challenge for middle managers is to re-
solve the tensions that may exist between or among
the various components. For example, in an organi-
zation on a journey toward an HPO, the total quality
management component may reflect the separate,
narrowly focused groups emphasizing various as-
pects of quality. These groups typically have lots of
management control. In contrast, an employee in-
volvement component in this same organization in-
volves considerable worker empowerment across a
great many issues, and not just quality. To reconcile
the demands of these two different HPO components
is very difficult for both managers and employees.
The middle managers and the employees will need
to be extensively trained to handle their new role in
an HPO. Middle managers also will require lots of
training and they must help with the design and im-
plementation of training for other employees.38 This
much or more training is needed for employees to be
able to perform their new duties and to keep up with
increasing competition.

HIGH LEVEL LEADERSHIP
The first challenge for upper level management is to
decide how far to go in becoming an HPO. Many or-
ganizations implement only one or two of the compo-
nents above and are not true HPOs. They are tradi-
tional organizations with some HPO components.
How far they attempt to go depends on the environ-
ment and input factors, as well as on how strongly the
top level values and is committed to a true HPO. For
example, HPOs are particularly useful in constantly
changing environments that demand innovation. Some
firms, such as Procter and Gamble, place a strong value on HPOs, and top manage-
ment has a strong commitment to them.39 Many managers simply do not want to
make this kind of commitment and instead are satisfied with trying to implement
one or two components or sometimes just a small portion of a single component.

Another challenge for senior managers is the internationalization of U.S.
business practices. In a number of countries where status, power, and prestige
are inherent in work-related values (e.g., Malaysia, Italy, Mexico) it can be very
difficult to implement HPO components like self-directing teams and employee
involvement. In addition, workers with the appropriate abilities and education
may not be available.40 Finally, training and development of middle managers is
a challenge. As we have stated, they no longer perform many of the managerial
duties in traditional organizations.

GREENFIELD SITES VERSUS REDESIGNS
A final challenge is the question of starting a high performance organization from
scratch or redesigning a traditional organization to become one. Those started
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from scratch at a new site are called greenfield sites. Saturn Corporation is an
example. It took ten years to develop Saturn from its original conception until its
plant opened. During that period, everything was designed from the ground up—
typical for greenfield sites.41 In contrast, redesigns start out as more traditional or-
ganizations and try to change these designs to work toward becoming an HPO.

Organizations that have implemented new designs have experienced an aver-
age financial increase of about 10 percent a year. In contrast, organizations that
have redesigned themselves have realized average increases of 6.8 percent a year.
Traditional organizations that have not been redesigned have seen improvements
of 3.8 percent a year.42 So, although all three design types have experienced fi-
nancial increases in response to external and internal pressures, the HPO designs
have done the best.

Illustrative Case: 
Creating a High Performance Organization

One organization that is moving toward becoming a high performance organiza-
tion is VF Corporation.43 Called a “stealth giant” because it touches peoples’ lives
in dozens of ways without their being aware of it, VF Corporation makes Lee,
Wrangler, Britannia, and Rustler jeans and sells about $2 billion of jeans a year—
more than any other organization. The firm, 100 years old and headquartered in
Greensboro, North Carolina is undergoing a far-reaching redesign.

CHANGE LEADERSHIP
In total, VF Corp. makes 17 brands of different kinds of apparel and had total
sales of $5.5 billion in a recent reporting period. Until recently, each brand oper-
ated as an independent division, with its own purchasing, production, marketing
and computer systems. The brands are sold in mass-market retail outlets, such as
Wal-Mart and Target, as well as department stores such as Macy’s.

When Mackey McDonald took over as chief executive officer, he was deter-
mined to shake up the firm. VF had long been a steady, but not spectacular 
performer. Its sales were almost flat and costs were increasing, its information
systems costs alone rising more than 10 percent per year. Each of the brands had
its own system and the systems were not able to communicate with each other.
The divisions did not coordinate raw material ordering or manufacturing to max-
imize output. They also often competed for the same buyers. The corporation had
many small-company disadvantages and few of the large-company advantages.

McDonald set a goal of $7 billion in sales within four years. He articulated a
vision of “consumerization” which would tailor the firm’s production and distribu-
tion systems to serve customers with maximum efficiency. VF no longer would
have to depend on fuzzy national and regional forecasts, which often created
shortages or gluts in inventories. McDonald said, “We had a tremendous opportu-
nity to compete on knowledge.” He envisioned using what is called a “micromar-
keting system” that would be able to predict that, say, a particular Wal-Mart store
would sell a given number of Wranglers with a 34 inch waist size, in a given color,
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at the beginning of summer. VF would then make sure the jeans were in stock, so
that sales would not be lost to competitors. To do this and the other things needed
to carry out the vision, VF would move far toward becoming an enterprise or 
E-corporation. It also would be taking giant steps toward becoming a high perfor-
mance organization. Let us now look at the steps taken to become a true HPO.

TOTAL SYSTEMS COMMITMENT
The environment facing VF Corporation was becoming increasingly complex,
global, and fast moving. Low-priced foreign goods were increasing across many
of VF’s brands. Competitors, such as Levi Strauss, were attempting to move to-
ward consumerization.44 VF’s sales had pretty much plateaued, and costs were
increasing. These and other pressures were pushing the firm to take steps to
deal with the external environmental changes.

As a response to these pressures, as well as the internal-coordination ones
mentioned earlier, McDonald put forth his consumerization vision and $7 billion
sales goal. McDonald’s first step to establish a vision/direction setting package
was to bring together 50 VF managers. They fanned out across the country look-
ing for best practices to emulate. Firms such as Proctor & Gamble, 3M, and
Caterpillar were visited.

The management group then almost literally locked itself into a conference
room for about six months and developed new business processes for VF. The
firm reorganized the 17 brands into five “coalitions”: intimates, jeanswear (in-
cluding workwear), playwear, knitwear, and international operations and mar-
keting. It also moved the headquarters to North Carolina and set up a new unit
to coordinate the coalitions. This unit was called VF Services and, in addition to
coordinating the technology across the coalitions, VF Services oversaw some ac-
counting, procurement, and human resources operations, all as part of the E-cor-
poration, high-tech system. To indicate the division’s importance, its head was
appointed as a division president and also was a long-term VF employee.

IMPLEMENTATION PROCESSES
The next step was to develop implementation processes for product development,
production planning, and distribution. This also required development of crucial
processes for routing information from unit to unit, at the employee level, depart-
mental level, coalition level and wherever else such information was needed. At
this point, VF turned to a number of outside enterprise resource planning software
vendors to help tie together the above systems and vision/direction setting pack-
age, while also modifying the systems to suit its own needs. Figure 2.4 shows a
simplified version of the VF enterprise-wide integrated information systems.

The figure emphasizes integrated production technology. Its core is the en-
terprise resource planning (ERP) function which handles order management,
production planning, materials management, and finance modules, all with so-
phisticated software programs. All the other functions—product-development,
micromarketing, warehouse control—manufacturing control, capacity and raw
materials planning, and forecasting tie into ERP and to each other. Each uses its
own software. The system is designed to tie together everything from raw mate-
rial ordering to supplying retailers with appropriately designed and manufac-
tured apparel products in a timely manner.
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This integrated production technology component was central to the vision/
direction setting package put together by CEO McDonald and his 50 key execu-
tives, in response to the changing environment. In terms of employee involve-
ment, we also know that 50 key executives were involved. There also is evi-
dence that the company’s computer personnel were strongly involved. We do
not know how involved the production employees were and we have no infor-
mation here on the extent to which self-directing work teams were used.

In terms of organizational learning, it probably will be enhanced by the en-
terprise-wide planning system. The system records and feeds back information
across the enterprise in a very systematic way. At the same time, considerable
training time is devoted to the managers and employees. For example, the VF
employees responsible for getting only a single one of the software modules
running have each undergone at least 14 weeks of training. They spend time at
vendor organizations as well as in VF. Vendor employees also spend consider-
able long-term time in VF Corporation.

Figure 2.4 shows the extensive feedback among the modules in the produc-
tion component. At the same time, the production component will provide 
financial feedback as well as whatever output information management deems
to be important. Likewise, as indicated above, we are told there is feedback 
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between the production technology component and the total quality and organi-
zational learning components, and it is reasonable to assume with the other
components as well. We also can assume that, for total quality management,
computerized systems should provide a great deal of assistance. 

In summary, this once-traditional organization that has used an E-corpora-
tion approach as a starting point on a journey that could lead to becoming a
high performance organization. VF Corporation has demonstrated some of the
characteristics of such an organization, but only time will tell whether or not it
achieves its goals.

Groups in Organizations
A group may be defined as a collection of two or more people who work with
one another regularly to achieve common goals. In a true group, members are
mutually dependent on one another to achieve common goals, and they interact
with one another regularly to pursue those goals over a sustained period of
time.45 Groups are good for both organizations and their members, helping to
accomplish important tasks and to maintain a high-quality workforce. Consultant
and management scholar Harold J. Leavitt is a well-known advocate for the
power and usefulness of groups.46 Recently, he has described “hot groups” that
thrive in conditions of crisis and competition and whose creativity and innova-
tiveness generate extraordinary returns.47

WHAT IS AN EFFECTIVE GROUP?
An effective group is one that achieves high levels of task performance, mem-
ber satisfaction and team viability.48 With regard to task performance, this group
achieves its performance goals—in the standard sense of quantity, quality, and
timeliness of work results. For a permanent work group, such as a manufactur-
ing team, this may mean meeting daily production targets. For a temporary
group, such as a new policy task force, this may involve meeting a deadline for
submitting a new organizational policy to the company president. With regard to
member satisfaction, an effective group is one whose members believe that their
participation and experiences are positive and meet important personal needs.
They are satisfied with their tasks, accomplishments, and interpersonal relation-
ships. With regard to team viability, the members are sufficiently satisfied to con-
tinue working well together on an ongoing basis and/or to look forward to
working together again at some future point in time. The group in this way has
all-important long-term performance potential.

UNIQUE CONTRIBUTIONS OF GROUPS
Effective groups help organizations accomplish important tasks. In particular,
they offer the potential for synergy—the creation of a whole that is greater than
the sum of its parts. When synergy occurs, groups accomplish more than the to-
tal of their members’ individual capabilities. Group synergy is necessary for orga-
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nizations to become competitive and achieve long-
term high performance in today’s dynamic times.49

The Effective Manager 2.2 lists in general the
benefits groups can bring to organizations. More
specifically, groups often have three performance
advantages over individuals acting alone.50 First,
when there is no clear “expert” in a particular task or
problem, groups seem to make better judgments
than does the average individual alone. Second,
when problem solving can be handled by a division
of labor and the sharing of information, groups are
typically more successful than individuals. And third,
because of their tendencies to make riskier deci-
sions, groups can be more creative and innovative
than individuals.

In addition, groups are important settings where
people learn from one another and share job skills

and knowledge.51 The learning environment and the pool of experience within a
group can be used to solve difficult and unique problems. This is especially
helpful to newcomers who often need help in their jobs. When group members
support and help each other in acquiring and improving job competencies, they
may even make up for deficiencies in organizational training systems.

Groups are also able to satisfy the needs of members. They offer opportuni-
ties for social interaction and can provide individuals with a sense of security in
available work assistance and technical advice. They can provide emotional sup-
port in times of special crisis or pressure, and allow for ego involvement in
group goals and activities.

At the same time that they have enormous performance potential, groups
can also have problems. One concern is social loafing, also known as the
Ringelmann effect. It is the tendency of people to work less hard in a group than
they would individually.52 Max Ringlemann, a German psychologist, pinpointed
the phenomenon by asking people to pull on a rope as hard as they could, first
alone and then in a group.53 He found that average productivity dropped as
more people joined the rope-pulling task. He acknowledged two reasons why
people may not work as hard in groups as they would individually: (1) their in-
dividual contribution is less noticeable in the context of the group, and (2) they
prefer to see others carry the workload. Some considerations in dealing with so-
cial loafing or trying to prevent it from occurring include:

• Define member roles and tasks to maximize individual interests

• Link individual rewards to performance contributions to the group

• Raise accountability by identifying individuals’ performance contributions to
the group 

Another issue in group work is social facilitation—the tendency for one’s be-
havior to be influenced by the presence of others in a group or social setting.54

In general, social facilitation theory indicates that working in the presence of
others creates an emotional arousal or excitement that stimulates behavior and
therefore affects performance. Arousal tends to work positively when one is pro-
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ficient with the task. Here, the excitement leads to extra effort at doing some-
thing that already comes quite naturally. An example is the play of a world-class
athlete in front of an enthusiastic “hometown” crowd. But the effect of social fa-
cilitation can be negative when the task is not well learned. You may know this
best in the context of public speaking. When asked to speak in front of a class or
larger audience, you may well stumble as you try hard in public to talk about an
unfamiliar topic.

FORMAL GROUPS
There are many ways in the new workplace for groups to be used to great ad-
vantage. A formal group is officially designated to serve a specific organiza-
tional purpose. An example is the work unit headed by a manager and consist-
ing of one or more direct reports. The organization creates such a group to
perform a specific task, which typically involves the use of resources to create a
product such as a report, decision, service, or commodity.55 The head of a for-
mal group is responsible for the group’s performance accomplishments, but all
members contribute the required work. Also, the head of the group plays a key
“linking-pin” role that ties it horizontally and vertically with the rest of the orga-
nization.56

Formal groups may be permanent or temporary. Permanent work groups, or
command groups in the vertical structure, often appear on organization charts as
departments (e.g., market research department), divisions (e.g., consumer prod-
ucts division), or teams (e.g., product-assembly team). Such groups can vary in
size from very small departments or teams of just a few people to large divisions
employing a hundred or more people. In all cases, permanent work groups are
officially created to perform a specific function on an ongoing basis. They con-
tinue to exist until a decision is made to change or reconfigure the organization
for some reason.

In contrast, temporary work groups are task groups specifically created to
solve a problem or perform a defined task. They often disband once the as-
signed purpose or task has been accomplished.57 Examples are the many tempo-
rary committees and task forces that are important components of any organiza-
tion. Indeed, today’s organizations tend to make more use of cross-functional
teams or task forces for special problem-solving efforts. The president of a com-
pany, for example, might convene a task force to examine the possibility of im-
plementing flexible work hours for nonmanagerial employees. Usually, such
temporary groups appoint chairpersons or heads who are held accountable for
results, much as is the manager of a work unit. Another common form is the
project team that is formed, often cross-functionally, to complete a specific task
with a well-defined end point. Examples include installing a new E-mail system
and introducing a new product modification.58

Information technology is bringing a new type of group into the workplace.
This is the virtual group, a group whose members convene and work together
electronically via networked computers. In this new age of the Internet and 
intranets, and more, virtual groups will become increasingly common in organi-
zations. Facilitated by ever-advancing team-oriented software, or groupware,
members of virtual groups can do the same things as members of face-to-face
groups. They can share information, make decisions, and complete tasks. The
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important role of virtual groups or teams in the high performance workplace is
discussed later.

INFORMAL GROUPS
Informal groups emerge without being officially designated by the organization.
They form spontaneously and are based on personal relationships or special in-
terests, and not on any specific organizational endorsement. They are commonly
found within most formal groups. Friendship groups, for example, consist of 
persons with natural affinities for one another. They tend to work together, sit 
together, take breaks together, and even do things together outside of the work-
place. Interest groups consist of persons who share common interests. These
may be job-related interests, such as an intense desire to learn more about com-
puters, or nonwork interests, such as community service, sports, or religion.

Informal groups often help people get their jobs done. Through their net-
work of interpersonal relationships, they have the potential to speed up the work
flow as people assist each other in ways that formal lines of authority fail to pro-
vide. They also help individuals satisfy needs that are thwarted or otherwise left
unmet in a formal group. In these and related ways, informal groups can provide
their members with social satisfactions, security, and a sense of belonging.

Stages of Group Development
Whether one is part of a formal work unit, a temporary task force, or a virtual
team, the group itself passes through different stages in its life cycle.59 Further-
more, depending on the stage the group has reached, the leader and members can
face very different challenges. Figure 2.5 describes five stages of group develop-
ment: (1) forming, (2) storming, (3) norming, (4) performing, and (5) adjourning.60

FORMING STAGE
In the forming stage of group development, a primary concern is the initial entry
of members to a group. During this stage, individuals ask a number of questions
as they begin to identify with other group members and with the group itself.
Their concerns may include: “What can the group offer me?” “What will I be
asked to contribute?” “Can my needs be met at the same time I contribute to the
group?” Members are interested in getting to know each other and discovering
what is considered acceptable behavior, in determining the real task of the
group, and in defining group rules.

STORMING STAGE
The storming stage of group development is a period of high emotionality and
tension among the group members. During this stage, hostility and infighting
may occur, and the group typically experiences many changes. Coalitions or
cliques may form as individuals compete to impose their preferences on the
group and to achieve a desired status position. Outside demands, including pre-
mature expectations for performance results, may create uncomfortable pres-
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sures. In the process, membership expectations tend to be clarified, and atten-
tion shifts toward obstacles standing in the way of group goals. Individuals begin
to understand one another’s interpersonal styles, and efforts are made to find
ways to accomplish group goals while also satisfying individual needs.

NORMING STAGE
The norming stage of group development, sometimes called initial integration, is
the point at which the group really begins to come together as a coordinated unit.
The turmoil of the storming stage gives way to a precarious balancing of forces.
With the pleasures of a new sense of harmony, group members will strive to
maintain positive balance. Holding the group together may become more impor-
tant to some than successfully working on the group’s tasks. Minority viewpoints,
deviations from group directions, and criticisms may be discouraged as group
members experience a preliminary sense of closeness. Some members may mis-
takenly perceive this stage as one of ultimate maturity. In fact, a premature sense
of accomplishment at this point needs to be carefully managed as a “stepping
stone” to the next higher level of group development.

PERFORMING STAGE
The performing stage of group development, sometimes called total integration,
marks the emergence of a mature, organized, and well-functioning group. The
group is now able to deal with complex tasks and handle internal disagreements
in creative ways. The structure is stable, and members are motivated by group
goals and are generally satisfied. The primary challenges are continued efforts to
improve relationships and performance. Group members should be able to
adapt successfully as opportunities and demands change over time. A group that
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has achieved the level of total integration typically scores high on the criteria of
group maturity shown in Figure 2.6.

ADJOURNING STAGE
A well-integrated group is able to disband, if required, when its work is accom-
plished. The adjourning stage of group development is especially important for
the many temporary groups that are increasingly common in the new workplace,
including task forces, committees, project teams and the like. Members of these
groups must be able to convene quickly, do their jobs on a tight schedule, and
then adjourn—often to reconvene later if needed. The members’ willingness to
disband when the job is done and to work well together in future responsibili-
ties, group or otherwise, is an important long-run test of group success.

Input Foundations of Group Effectiveness
An organization’s success depends largely on the performance of its internal net-
works of formal and informal groups. Groups in this sense are an important
component of the human resources and intellectual capital of organizations.61

Like individuals, group contributions are essential if the organization is to pros-
per through high performance over the long run.

The systems model in Figure 2.7 shows how groups, like organizations, pur-
sue effectiveness by interacting with their environments to transform resource in-
puts into product outputs.62 The inputs are the initial “givens” in any group 
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situation. They are the foundations for all consequent action. As a general 
rule-of-thumb, the stronger the input foundations the better the chances for
long-term group effectiveness. Key group inputs include the nature of the task,
goals, rewards, resources, technology, membership diversity, and group size.

TASKS
Tasks place different demands on groups, with varying implications for group 
effectiveness. The technical demands of a group’s task include its routineness,
difficulty, and information requirements. The social demands of a task involve
relationships, ego involvement, controversies over ends and means, and the like.
Tasks that are complex in technical demands require unique solutions and more
information processing; those that are complex in social demands involve diffi-
culties reaching agreement on goals or methods for accomplishing them. Natu-
rally, group effectiveness is harder to achieve when the task is highly complex.63

To master complexity, group members must apply and distribute their efforts
broadly and actively cooperate to achieve desired results. When their efforts are
successful at mastering complex tasks, however, group members tend to experi-
ence high levels of satisfaction with the group and its accomplishments.

GOALS, REWARDS, AND RESOURCES
Appropriate goals, well-designed reward systems, and adequate resources are all
essential to support long-term performance accomplishments. A group’s perfor-
mance, much as an individual’s performance, can suffer when goals are unclear,
insufficiently challenging, or arbitrarily imposed. It can also suffer if goals and re-
wards are focused too much on individual instead of group outcomes. And it can
suffer if adequate budgets, the right facilities, good work methods and proce-
dures, and the best technologies are not available. By contrast, having the right
goals, rewards, and resources can be a strong launching pad for group success.

TECHNOLOGY
Technology provides the means to get work accomplished. It is always necessary
to have the right technology available for the task at hand. The nature of the
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work-flow technology can also influence the way group members interact with
one another while performing their tasks. It is one thing to be part of a group that
crafts products to specific customer requests; it is quite another to be part of a
group whose members staff one section of a machine-paced assembly line. The
former technology permits greater interaction among group members. It will
probably create a closer knit group with a stronger sense of identity than the one
formed around one small segment of an assembly line.

MEMBERSHIP CHARACTERISTICS
To achieve success a group must have the right skills and competencies available for
group problem solving. Although talents alone cannot guarantee desired results,
they establish an important baseline of performance potential. When the input com-
petencies are insufficient, a group’s performance limits will be difficult to overcome.

In homogeneous groups where members are very similar to one another,
members may find it very easy to work together. But they may also suffer perfor-
mance limitations if their collective skills, experiences and perspectives are  not a
good match for complex tasks. In heterogeneous groups whose members vary in
age, gender, race, ethnicity, experience, culture, and the like, a wide pool of tal-
ent and viewpoints is available for problem-solving. But this diversity may also
create difficulties as members try to define problems, share information, and han-
dle interpersonal conflicts. These difficulties may be quite pronounced in the
short run, but once members learn how to work together, the diversity can be
turned into enhanced performance potential.64

Researchers identify what is called the diversity–consensus dilemma—the
tendency for increasing diversity among group members to make it harder for
group members to work together, even though the diversity itself expands the
skills and perspectives available for problem solving.65 The challenge to group ef-
fectiveness in a multinational team, for example, is to take advantage of the diver-
sity without suffering process disadvantages.66

The mix of personalities is also important in a group or team. The FIRO-B
theory (with “FIRO” standing for fundamental interpersonal orientation) helps to
identify differences in how people relate to one another based on their needs to
express and receive feelings of inclusion, control, and affection.67 Developed by
William Schutz, the theory points out that groups whose members are compatible
on these needs are likely to be more effective than groups whose members are
more incompatible on them. Symptoms of incompatibilities in a group include
withdrawn members, open hostilities, struggles over control, and domination of
the group by a few members. Schutz states the management implications of the
FIRO-B theory this way: “If at the outset we can choose a group of people who
can work together harmoniously, we shall go far toward avoiding situations
where a group’s efforts are wasted in interpersonal conflicts.”68

Another source of diversity in group membership is status—a person’s rela-
tive rank, prestige, or standing in a group. Status within a group can be based on
any number of factors, including age, work seniority, occupation, education, per-
formance, or standing in other groups. Status congruence occurs when a per-
son’s position within the group is equivalent to ones held outside of the group.
Problems are to be expected when status incongruence is present and someone’s
position in the group does not reflect the outside status. In high-power distance
cultures such as Malaysia, for example, the chair of a committee is expected to be
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the highest-ranking member of the group. When such status congruity is present,
members can feel comfortable for the group to proceed with its work. If the se-
nior member is not appointed to head the committee, discomfort will ensue and
difficulties in group performance are likely. Similar problems might occur, for ex-
ample, when a young college graduate is appointed to chair a project group
composed of senior and more experienced workers.

GROUP SIZE
The size of a group, as measured by the number of its members, can make a dif-
ference in a group’s effectiveness. As a group becomes larger, more people are
available to divide up the work and accomplish needed tasks. This can boost
performance and member satisfaction, but only up to a point. As a group contin-
ues to grow in size, communication and coordination problems often set in. Sat-
isfaction may dip, and turnover, absenteeism, and social loafing may increase.
Even logistical matters, such as finding time and locations for meetings, become
more difficult for larger groups and can affect performance negatively.69

A good size for problem-solving groups is between five and seven members.
A group with fewer than five may be too small to adequately share responsibili-
ties. With more than seven, individuals may find it harder to participate and offer
ideas. Larger groups are also more prone to possible domination by aggressive
members and have tendencies to split into coalitions or subgroups.70 Groups
with an odd number of members find it easier to use majority voting rules to re-
solve disagreements. When speed is required, this form of conflict management
is useful, and odd-numbered groups may be preferred. But when careful delib-
erations are required and the emphasis is more on consensus, such as in jury
duty or very complex problem solving, even-numbered groups may be more ef-
fective unless an irreconcilable deadlock occurs.71

Group and Intergroup Dynamics
The effectiveness of any group, as previously depicted in Figure 2.7, requires more
than the correct inputs. It always depends in part on how well members work to-
gether to utilize these inputs to produce the desired outputs. When we speak
about people “working together” in groups, we are dealing with issues of group
dynamics—the forces operating in groups that affect the way members relate to
and work with one another. From the perspective of an open system, group dy-
namics are the processes through which inputs are transformed into outputs.

WHAT GOES ON WITHIN GROUPS
George Homans described a classic model of group dynamics involving two sets
of behaviors—required and emergent. In a work group, required behaviors are
those formally defined and expected by the organization.72 For example, they
may include such behaviors as punctuality, customer respect, and assistance to
co-workers. Emergent behaviors are those that group members display in addi-
tion to what the organization asks of them. They derive not from outside expec-
tations but from personal initiative. Emergent behaviors often include things that
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people do beyond formal job requirements and that help get the job done in the
best ways possible. Rarely can required behaviors be specified so perfectly that
they meet all the demands that arise in a work situation. This makes emergent
behaviors so essential. An example might be someone taking the time to send an
E-mail to an absent member to keep her informed about what happened during
a group meeting. The concept of empowerment, often discussed in this book as
essential to the high performance workplace, relies strongly on unlocking this
positive aspect of emergent behaviors.

Homans’ model of group dynamics also describes member relationships in
terms of activities, interactions, and sentiments, all of which have their required
and emergent forms. Activities are the things people do or the actions they take
in groups while working on tasks. Interactions are interpersonal communica-
tions and contacts. Sentiments are the feelings, attitudes, beliefs, or values held
by group members.

WHAT GOES ON BETWEEN GROUPS
The term intergroup dynamics refers to the dynamics that take place between
two or more groups. Organizations ideally operate as cooperative systems in
which the various components support one another. In the real world, however,
competition and intergroup problems often develop within an organization and
have mixed consequences. On the negative side—such as when manufacturing
and sales units don’t get along, intergroup dynamics may divert energies as
members focus more on their animosities toward the other group than on the
performance of important tasks.73 On the positive side, competition among
groups can stimulate them to work harder, become more focused on key tasks,
develop more internal loyalty and satisfaction, or achieve a higher level of cre-
ativity in problem solving. Japanese companies, for example, often use competi-
tive themes to motivate their organization-wide workforces. At Sony, it has been
said that the slogan “BMW” stands for “Beat Matsushita Whatsoever.”74

Organizations and their managers go to great lengths to avoid the negative
and achieve the positive aspects of intergroup dynamics. Groups engaged in de-
structive competition, for example, can be refocused on a common enemy or a
common goal. Direct negotiations can be held among the groups, and members
can be trained to work more cooperatively. It is important to avoid win–lose re-
ward systems in which one group must lose something in order for the other to
gain. Rewards can be refocused on contributions to the total organization and on
how much groups help one another. Also, cooperation tends to increase as in-
teraction between groups increases.

Decision Making in Groups
One of the most important activities engaged in by any group is decision mak-
ing—the process of choosing among alternative courses of action. Obviously,
the quality and timeliness of decisions made and the processes through which
they are arrived at can have an important impact on group effectiveness.
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HOW GROUPS MAKE DECISIONS
Edgar Schein, a noted scholar and consultant, has
worked extensively with groups to analyze and im-
prove their decision-making processes.75 He ob-
serves that groups may make decisions through any
of the following six methods: lack of response, au-
thority rule, minority rule, majority rule, consensus,
or unanimity.

In decision by lack of response, one idea after an-
other is suggested without any discussion taking
place. When the group finally accepts an idea, all
others have been bypassed and discarded by simple
lack of response rather than by critical evaluation. In
decision by authority rule, the chairperson, manager,
or leader makes a decision for the group. This can
be done with or without discussion and is very time
efficient. Whether the decision is a good one or a
bad one, however, depends on whether or not the
authority figure has the necessary information and
on how well other group members accept this ap-
proach. In decision by minority rule, two or three
people are able to dominate or “railroad” the group
into making a decision to which they agree. This is
often done by providing a suggestion and then forcing quick agreement by chal-
lenging the group with such statements as: “Does anyone object?… No? Well,
let’s go ahead then.”

One of the most common ways groups make decisions, especially when
early signs of disagreement set in, is decision by majority rule. Here, formal vot-
ing may take place, or members may be polled to find the majority viewpoint.
This method parallels the democratic political system and is often used without
awareness of its potential problems. The very process of voting can create coali-
tions. That is, some people will be “winners,” and others will be “losers” when
the final vote is tallied. Those in the minority—the “losers,” may feel left out or
discarded without having had a fair say. As a result, they may be less enthusias-
tic about implementing the decision of the “winners.” Lingering resentments may
impair group effectiveness in the future.

Another alternative is decision by consensus. Formally defined, consensus is
a state of affairs whereby discussion leads to one alternative being favored by
most members and the other members agreeing to support it. When a consensus
is reached, even those who may have opposed the chosen course of action
know that they have been listened to and have had a fair chance to influence the
outcome. Consensus, as suggested by the guidelines in The Effective Manager
2.3, does not require unanimity. What it does require is the opportunity for any
dissenting members to feel they have been able to speak, and that their voices
have been heard.76

A decision by unanimity may be the ideal state of affairs. Here, all group
members agree totally on the course of action to be taken. This is a “logically
perfect” group decision method that is extremely difficult to attain in actual prac-
tice. One reason that groups sometimes turn to authority decisions, majority vot-

Section Two ■ 97

THE EFFECTIVE MANAGER 2.3
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1. Don’t argue blindly; consider others’ reac-
tions to your points.

2. Don’t change your mind just to reach quick
agreement.

3. Avoid conflict reduction by voting, coin
tossing, and bargaining.

4. Try to involve everyone in the decision pro-
cess.

5. Allow disagreements to surface so that in-
formation and opinions can be deliber-
ated.

6. Don’t focus on winning versus losing; seek
alternatives acceptable to all.

7. Discuss assumptions, listen carefully, and
encourage participation by everyone.

Consensus is a group de-
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ing, or even minority decisions is the difficulty of managing the group process to
achieve consensus or unanimity.77

ASSETS AND LIABILITIES OF GROUP DECISION MAKING
The best groups don’t limit themselves to just one decision-making method, 
using it over and over again regardless of circumstances. Instead, they change
decision methods to best fit the problem and situation at hand. Indeed, an im-
portant group leadership skill is helping a group choose the “right” decision
method—that is, the one providing for a timely and quality decision and to
which the members are highly committed. This choice should be made with a
full awareness of the assets and liabilities of group decision making. For exam-
ple, the potential advantages of group decision making include:78

1. Information—more knowledge and expertise is applied to solve the problem.

2. Alternatives—a greater number of alternatives are examined, avoiding tunnel
vision.

3. Understanding and acceptance—the final decision is better understood and
accepted by all group members.

4. Commitment—there is more commitment among all group members to make
the final decision work.

We also know that groups can experience problems when they are making deci-
sions. The potential disadvantages of group decision making include:79

1 Social pressure to conform—individuals may feel compelled to go along with
the apparent wishes of the group.

2. Minority domination—the group’s decision may be forced or “railroaded” by
one individual or a small coalition.

3. Time demands—with more people involved in the dialogue and discussion,
group decisions usually take longer to make than individual decisions.

GROUPTHINK
An important potential problem in group decision making, identified by social
psychologist Irving Janis, is groupthink—the tendency of members in highly
cohesive groups to lose their critical evaluative capabilities.80 Janis believes that,
because highly cohesive groups demand conformity, their members tend to be-
come unwilling to criticize one another’s ideas and suggestions. Desires to hold
the group together and to avoid unpleasant disagreements lead to an overem-
phasis on agreement and an underemphasis on critical discussion. The possible
result is a poor decision. Janis suggests that groupthink played a role in the lack
of preparedness of U.S. forces at Pearl Harbor in World War II. It has also been
linked to U.S. decision making during the Vietnam War and to the space shuttle
Challenger disaster.

Group leaders and members must be on guard to spot the symptoms of
groupthink and take any necessary action to prevent its occurrence.81 The Effec-
tive Manager 2.4 identifies steps that can be taken to avoid groupthink. Among
them, for example, President Kennedy chose to absent himself from certain strat-
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egy discussions by his cabinet during the Cuban Mis-
sile crisis. Reportedly, this facilitated discussion and
helped to improve decision making as the crisis was
successfully resolved.

HOW TO IMPROVE 
GROUP DECISION MAKING

In order to take full advantage of the group as a de-
cision-making resource, care must be taken to man-
age group dynamics to balance individual contribu-
tions and group operations.82 A particular concern is
with the process losses that often occur in free-flow-
ing meetings, such as a committee deliberation or a
staff meeting on a specific problem. In these settings
the risk of social pressures to conformity, domina-
tion, time pressures, and even highly emotional de-
bates may detract from the purpose at hand. They
are also settings in which special group decision
techniques may be used to advantage.83

Brainstorming In brainstorming, group mem-
bers actively generate as many ideas and alternatives
as possible, and they do so relatively quickly and
without inhibitions. Four rules typically govern the
brainstorming process. First, all criticism is ruled out. No one is allowed to judge
or evaluate any ideas until the idea-generation process has been completed. Sec-
ond, “freewheeling” is welcomed. The emphasis is on creativity and imagination;
the wilder or more radical the ideas, the better. Third, quantity is wanted. The em-
phasis is also on the number of ideas; the greater the number, the more likely a su-
perior idea will appear. Fourth, “piggy-backing” is good. Everyone is encouraged
to suggest how others’ ideas can be turned into new ideas or how two or more
ideas can be joined into still another new idea. Typical results include enthusiasm,
involvement, and a free flow of ideas useful in creative problem solving. 

Nominal Group Technique In any group, there will be times when the opin-
ions of members differ so much that antagonistic arguments will develop during
free-wheeling discussions. At other times the group will be so large that open
discussion and brainstorming are awkward to manage. In such cases, a form of
structured group decision making called the nominal group technique may be
helpful.84 It puts people in small groups of six to seven members and asks ev-
eryone to respond individually and in writing to a “nominal question” such as:
“What should be done to improve the effectiveness of this work team?” Everyone
is encouraged to list as many alternatives or ideas as they can. Next, participants
read aloud their responses to the nominal question in round-robin fashion. The
recorder writes each response on large newsprint as it is offered. No criticism is
allowed. The recorder asks for any questions that may clarify items on the
newsprint. This is again done in round-robin fashion, and no evaluation is al-
lowed. The goal is simply to make sure that everyone present fully understands
each response. A structured voting procedure is then used to prioritize responses
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• Assign the role of critical evaluator to each
group member.

• Have the leader avoid seeming partial to
one course of action.

• Create subgroups to work on the same prob-
lem.

• Have group members discuss issues with out-
siders and report back.

• Invite outside experts to observe and react to
group processes.

• Assign someone to be a “devil’s advocate”
at each meeting.

• Write alternative scenarios for the intentions
of competing groups.

• Hold “second-chance” meetings after con-
sensus is apparently achieved.
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to the nominal question. The nominal group procedure allows ideas to be evalu-
ated without risking the inhibitions, hostilities, and distortions that may occur in
an open meeting.

Delphi Technique A third group decision approach, the Delphi technique,
was developed by the Rand Corporation for use in situations where group mem-
bers are unable to meet face to face. In this procedure, a series of questionnaires
are distributed to a panel of decision makers, who submit initial responses to a
decision coordinator. The coordinator summarizes the solutions and sends the
summary back to the panel members, along with a follow-up questionnaire.
Panel members again send in their responses, and the process is repeated until a
consensus is reached and a clear decision emerges.

Computer-Mediated Decision Making Today’s information and computer
technologies enable group decision making to take place across great distances
with the support of group decision support systems. The growing use of electronic
brainstorming is one example of the trend toward virtual meetings. Assisted by
special software, participants use personal computers to enter ideas at will, either
through simultaneous interaction or over a period of time. The software compiles
and disseminates the results. Both the nominal group and Delphi techniques also
lend themselves to computer mediation. Electronic approaches to group decision
making can offer several advantages, including the benefits of anonymity, greater
number of ideas generated, efficiency of recording and storing for later use, and
ability to handle large groups with geographically dispersed members.85

High Performance Teams
When we think of the word “teams,” a variety of popular sporting teams usually
comes to mind. Work groups can also be considered as teams to the extent that
they meet the demands of this definition. A team is a small group of people with
complementary skills, who work actively together to achieve a common purpose
for which they hold themselves collectively accountable.86

Teams are one of the major forces behind today’s revolutionary changes in
organizations. Management scholar Jay Conger calls the team-based organization
the management system of the future, the business world’s response to the need
for speed in an ever more competitive environment.87 He cites the example of
an American jet engine manufacturer that switched to cross-functional teams in-
stead of traditional functional work units. The firm cut the time required to de-
sign and produce new engines by 50 percent. Conger says: “Cross-functional
teams are speed machines.”88 Clearly, we need to know more about such teams
and teamwork in organizations.

TYPES OF TEAMS
A major challenge in any organization is to turn formal groups into true high
performance teams in any of the following settings.89 First, there are teams that
recommend things. Established to study specific problems and recommend solu-
tions to them, these teams typically work with a target completion date and dis-
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band once their purpose has been fulfilled. They are temporary groups including
task forces, ad hoc committees, project teams, and the like. Members of these
teams must be able to learn quickly how to work well together, accomplish the
assigned task, and make good action recommendations for followup work by
other people.

Second, there are teams that run things. These management teams consist of
people with the formal responsibility for leading other groups. These teams may
exist at all levels of responsibility, from the individual work unit composed of a
team leader and team members to the top management team composed of a
CEO and other senior executives. Teams can add value to work processes at any
level and offer special opportunities for dealing with complex problems and un-
certain situations. Key issues addressed by top management teams, for example,
include identifying overall organizational purposes, goals, and values, crafting
strategies, and persuading others to support them.90

Third, there are teams that make or do things. These are functional groups
and work units that perform ongoing tasks, such as marketing or manufacturing.
Members of these teams must have good long-term working relationships with
one another, solid operating systems, and the external support needed to achieve
effectiveness over a sustained period of time. And they need energy to keep up
the pace and meet the day-to-day challenges of sustained high performance.

THE NATURE OF TEAMWORK
All teams need members who believe in team goals and are motivated to work
with others actively to accomplish important tasks—whether those tasks involve
recommending things, making or doing things, or running things. Indeed, an es-
sential criterion of a true team is that the members feel “collectively accountable”
for what they accomplish.91

This sense of collective accountability sets the
stage for real teamwork, where team members ac-
tively working together in such a way that all their re-
spective skills are well utilized to achieve a common
purpose.92 A commitment to teamwork is found in
the willingness of every member to “listen and re-
spond constructively to views expressed by others,
give others the benefit of the doubt, provide support,
and recognize the interests and achievements of oth-
ers.”93 Teamwork of this type is the central founda-
tion of any high performance team. But developing it
is a challenging leadership task, regardless of the set-
ting. It takes a lot more work to build a well-func-
tioning team, than to simply assign members to the
same group and then expect them to do a great job.94

See for example, The Effective Manager 2.5.
High performance teams have specific character-

istics that allow them to excel at teamwork and
achieve special performance advantages. First, high
performance teams have strong core values that help
guide their attitudes and behaviors in directions con-
sistent with the team’s purpose. Such values act as

Section Two ■ 101

Teamwork occurs when

group members work to-

gether in ways that utilize

their skills well to accom-

plish a purpose. 

THE EFFECTIVE MANAGER 2.5

HOW TO CREATE 
A HIGH-PERFORMING TEAM

• Communicate high-performance standards.
• Set the tone in the first team meeting.
• Create a sense of urgency.
• Make sure members have the right skills.
• Establish clear rules for team behavior.
• As a leader, model expected behaviors.
• Find ways to create early “successes.”
• Continually introduce new facts and informa-

tion.
• Make sure members spend a lot of time to-

gether.
• Give positive feedback and reward high
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an internal control system for a group or team and
can substitute for much of the outside direction that
a supervisor might otherwise provide. Second, high
performance teams turn a general sense of purpose
into specific performance objectives. Whereas a
shared sense of purpose gives general direction to a
team, commitment to specific performance results—
such as reducing the time of getting the product to
market by half, makes this purpose truly meaningful.
Specific objectives provide a focus for solving prob-
lems and resolving conflicts, and they set standards
for measuring results and obtaining performance
feedback. They also help group members under-
stand the need for “collective” versus purely individ-
ual efforts. Third, members of high performance
teams have the right mix of skills, including technical
skills, problem-solving and decision-making skills,
and interpersonal skills. Finally, high performance
teams possess creativity. In the new workplace,
teams must use their creativity to assist organizations
in continuous improvement of operations—includ-
ing productivity and customer service—and in con-
tinuous development of new products, services, and
markets.

DIVERSITY AND TEAM PERFORMANCE
In order to create and maintain high performance
teams, all of the various elements of group effective-
ness must be addressed and successfully managed.

Among them, membership diversity as an important input to group and team dy-
namics carries special significance in today’s workplace.95 When team members
are homogeneous, that is, when members are alike in respect to such things as
age, gender, race, ethnicity, experience, ethnicity and culture, there are certain
potential benefits. It will probably be easy for them to quickly build social rela-
tionships and begin the interactions needed to work harmoniously together. On
the other hand, the homogeneity may be limiting in terms of ideas, viewpoints,
and creativity. With team diversity in terms of demography, experiences, and
cultures, by contrast, comes a rich pool of information, talent, and varied per-
spectives that can help improve problem solving and increase creativity. These
assets are especially valuable when the team is working on complex and very
demanding tasks. 

Research indicates that diversity among team members may create perfor-
mance difficulties early in the team’s life or stage of development. This occurs
when interpersonal stresses and conflicts relating to diversity slow down group
processes such as relationship building, problem definition, and information
sharing.96 But even though diverse teams may struggle in the short run to resolve
these issues, they are also likely to develop enhanced performance potential
once things are worked out.97 Although it may take a bit more time and effort to
create teamwork from foundations of diversity, longer-term gains in creativity
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Working Together Across Cultures
“Something magical happens,” says John Thomas, project
engineer in the Science and Technology’s Process Model-
ing and Measurement Directorate, when Corning scientists
from the Fontainebleau Research Center in France and
those at Sullivan Park solve a problem together. This is not
because they’ve entered some big melting pot where every-
one thinks the same. No, that “something magical” comes
from an environment that honors, and even demands, the
different perspectives inherent in the two cultures. “Euro-
peans are very creative thinkers, they take time to really re-
flect on a problem to come up with the very best theoretical
solution,” states Thomas. “Americans are more tactical
and practical—we want to get down to developing a work-
ing solution as soon as possible.” His partner at the
Fontainebleau Research Center in France, Patrick Herveé,
summarizes the difference this way: “The French are more
focused on ideas and concepts. If we get blocked in the ex-
ecution of those ideas, we give up. Not the Americans. They
pay more attention to details, processes and time sched-
ules. They make sure they are prepared and have involved
everyone in the planning process so that they won’t get
blocked. But it’s best if you mix the two approaches. In the
end, you will achieve the best results.” 



and performance can make it all worthwhile. Teamwork rich in diversity is one
of the great advantages of high performance organizations.

Team Building
Teamwork doesn’t always happen naturally in a group. It is something that team
members and leaders must work hard to achieve. In the sports world, for exam-
ple, coaches and managers focus on teamwork when building new teams at the
start of each season. And as you are aware, even experienced teams often run
into problems as a season progresses. Members slack off or become disgruntled;
some have performance “slumps;” some are traded to other teams. Even world-
champion teams have losing streaks, and the most talented players can lose mo-
tivation at times, quibble among themselves, and end up contributing little to
team success. When these things happen, the owners, managers, and players are
apt to examine their problems, take corrective action to rebuild the team, and re-
store the teamwork needed to achieve high performance results.

Work groups and teams have similar difficulties. When newly formed, they
must master challenges in the early stages of group development. Even when
they are mature, most work teams encounter problems of insufficient teamwork
at different points in time. When difficulties occur, or as a means of preventing
them from occurring, a systematic process of team building can help. This is a
sequence of planned activities designed to gather and analyze data on the func-
tioning of a group and to initiate changes designed to improve teamwork and in-
crease group effectiveness.98

HOW TEAM BUILDING WORKS
The action steps and continuous improvement theme highlighted in Figure 2.8 are
typical of most team-building approaches. The process begins when someone no-
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tices that a problem exists or may develop with team effectiveness. Members
then work together to gather data relating to the problem, analyze these data,
plan for improvements, and implement the action plans. The entire team-build-
ing process is highly collaborative. Everyone is expected to participate actively
as group operations are evaluated and decisions are made on what needs to be
done to improve the team’s functioning in the future. This process can and
should become an ongoing part of any team’s work agenda. It is an approach to
continuous improvement that can be very beneficial to long-term team effective-
ness.

Team-building is participatory, and it is data based. Whether the data are
gathered by questionnaire, interview, nominal group meeting, or other creative
methods, the goal is to get good answers to such questions as: “How well are we
doing in terms of task accomplishment?”… “How satisfied are we as individual
members with the group and the way it operates?” There are a variety of ways
for such questions to be asked and answered in a collaborative and motivating
manner. 

APPROACHES TO TEAM BUILDING
In the formal retreat approach, team building takes place during an off-site “re-
treat.” During this retreat, which may last from one to several days, group mem-
bers work intensively on a variety of assessment and planning tasks. They are
initiated by a review of team functioning using data gathered through survey, in-
terviews, or other means. Formal retreats are often held with the assistance of a
consultant, who is either hired from the outside or made available from in-house
staff. Team-building retreats are quite common and offer opportunities for in-
tense and concentrated efforts to examine group accomplishments and opera-
tions.

Not all team building is done in a formal retreat format or with the assistance
of consultants. In a continuous improvement approach, the manager, team
leader, or group members themselves take responsibility for regularly engaging
in the team-building process. This method can be as simple as periodic meetings
that implement the team-building steps; it can also include self-managed formal
retreats. In all cases, the team members commit themselves to monitoring group
development and accomplishments continuously and making the day-to-day
changes needed to ensure team effectiveness. Such continuous improvement of
teamwork is essential to the total quality and total service management themes
so important to organizations today.

In addition, the outdoor experience approach is an increasingly popular
team-building activity that may be done on its own or in combination with
other approaches. The outdoor experience places group members in a variety
of physically challenging situations that must be mastered through teamwork,
not individual work. By having to work together in the face of difficult obsta-
cles, team members are supposed to experience increased self-confidence,
more respect for others’ capabilities, and a greater commitment to teamwork. A
popular sponsor of team building through outdoor experience is the Outward
Bound Leadership School, but many others exist. For a group that has never
done team building before, outdoor experience can be an exciting way to be-
gin; for groups familiar with team building, it can be a way of further enriching
the experience. 
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Improving Team Processes
Like many changes in the new workplace, the increased emphasis on teams and
teamwork is a major challenge for people used to more traditional ways of work-
ing. As more and more jobs are turned over to teams and as more and more tradi-
tional supervisors are asked to function as team leaders, special problems relating
to team processes may arise. As teams become more integral to organizations,
multiple and shifting memberships can cause complications. Team leaders and
members alike must be prepared to deal positively with such issues as introducing
new members, handling disagreements on goals and responsibilities, resolving de-
lays and disputes when making decisions, and reducing friction and interpersonal
conflicts. Given the complex nature of group dynamics, team building in a sense is
never done. Something is always happening that creates the need for further lead-
ership efforts to help improve team processes.

NEW MEMBER PROBLEMS
Special difficulties are likely to occur when members first get together in a new
group or work team, or when new members join an existing one. Problems of-
ten arise as new members try to understand what is expected of them while
dealing with anxiety and discomfort in a new social setting. New members, for
example, may worry about: Participation—“Will I be allowed to participate?”
Goals—“Do I share the same goals as others?” Control—“Will I be able to influ-
ence what takes place?” Relationships—“How close do people get?” Processes—
“Are conflicts likely to be upsetting?”

Edgar Schein points out that people may try to cope with individual entry
problems in self-serving ways that may hinder group operations.99 He identifies
three behavior profiles that are common in such situations. The tough battler is
frustrated by a lack of identity in the new group and may act aggressively or re-
ject authority. This person wants answers to the question: “Who am I in this
group?” The friendly helper is insecure, suffering uncertainties of intimacy and
control. This person may show extraordinary support for others, behave in a de-
pendent way, and seek alliances in subgroups or cliques. The friendly helper
needs to know whether she or he will be liked. The objective thinker is anxious
about how personal needs will be met in the group. This person may act in a
passive, reflective, and even single-minded manner while struggling with the fit
between individual goals and group directions.

TASK AND MAINTENANCE LEADERSHIP
Research in social psychology suggests that the achievement of sustained high
performance by groups requires that both “task needs” and “maintenance needs”
be met.100 Although anyone formally appointed as group leader should help ful-
fill these needs, all members should also contribute. This responsibility for dis-
tributed leadership in group dynamics is an important requirement of any high
performance team.101

Figure 2.9 describes group task activities as the various things members do
that directly contribute to the performance of important group tasks. They include
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activities such as initiating discussion, sharing information, asking information of
others, clarifying something that has been said, and summarizing the status of a de-
liberation.102 If these task activities are not adequate, the group will have difficulty
accomplishing its objectives. By contrast, in an effective group, members contribute
important task activities as needed and as building blocks for performance success.

Maintenance activities support the group’s social and interpersonal rela-
tionships. They help the group stay intact and healthy as an ongoing social sys-
tem. A member contributes maintenance leadership, for example, by encouraging
the participation of others, trying to harmonize differences of opinion, praising
the contributions of others, and agreeing to go along with a popular course of ac-
tion. When maintenance leadership is poor, members become dissatisfied with
one another and their group membership. This sets the stage for conflicts that can
drain energies otherwise needed for task performance. In an effective group, by
contrast, maintenance activities help sustain the relationships needed for group
members to work well together over time.

In addition to helping meet a group’s task and maintenance needs, group
members share the additional responsibility of avoiding disruptive behaviors—
behaviors that harm the group process. Full participation in distributed leader-
ship means taking individual responsibility for avoiding the following types of
behaviors, and helping others do the same:

1. Being overly aggressive toward other members.

2. Withdrawing and refusing to cooperate with others.

3. Horsing around when there is work to be done.

4. Using the group as a forum for self-confession.

5. Talking too much about irrelevant matters.

6. Trying to compete for attention and recognition.

ROLES AND ROLE DYNAMICS
In groups and teams, new and old members alike need to know what others ex-
pect of them and what they can expect from others. A role is a set of expecta-
tions associated with a job or position on a team. When roles are unclear or con-
flictive, performance problems can occur. Groups and work teams sometimes
experience problems that are caused by difficulties in defining and managing the
roles of members.
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Role ambiguity occurs when a person is uncertain about his or her role. To
do any job well, people need to know what is expected of them. In new group
or team situations, role ambiguities may create problems as members find that
their work efforts are wasted or unappreciated by others. Even on mature
groups and teams, the failure of members to share expectations and listen to one
another may at times create a similar lack of understanding. Being asked to do
too much or too little can also create problems. Role overload occurs when too
much is expected and the individual feels overwhelmed with work. Role under-
load occurs when too little is expected and the individual feels underutilized.
Any group benefits from clear and realistic expectations regarding the contribu-
tions of each member.

Role conflict occurs when a person is unable to meet the expectations of
others. The individual understands what needs to be done but for some reason
cannot comply. The resulting tension can reduce job satisfaction and affect both
work performance and relationships with other group members. Four common
forms of role conflict are: (1) Intrasender role conflict occurs when the same per-
son sends conflicting expectations. (2) Intersender role conflict occurs when dif-
ferent people send conflicting and mutually exclusive expectations. (3) Per-
son–role conflict occurs when one’s personal values and needs come into
conflict with role expectations. (4) Interrole conflict occurs when the expecta-
tions of two or more roles held by the same individual become incompatible,
such as the conflict between work and family demands.

One way of managing role dynamics in any group or work setting is by role
negotiation. This is a process through which individuals negotiate to clarify the
role expectations each holds for the other. Sample results from an actual role ne-
gotiation are shown in Figure 2.10. Note the “give and take” between negotiators. 

POSITIVE NORMS
The norms of a group or team represent ideas or beliefs about how members are
expected to behave. They can be considered as “rules” or “standards” of con-
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                   to      Diane
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ROLE NEGOTIATIONS

Figure 2.10
A sample role negotiations agreement.
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duct.103 Norms help clarify the expectations associated
with a person’s membership in a group. They allow
members to structure their own behavior and to pre-
dict what others will do; they help members gain a
common sense of direction; and they reinforce a de-
sired group or team culture. When someone violates
a group norm, other members typically respond in
ways that are aimed at enforcing the norm. These re-
sponses may include direct criticisms, reprimands, ex-
pulsion, and social ostracism. 

Managers, task force heads, committee chairs,
and team leaders must all try to help their groups
adopt positive norms that support organizational
goals (see The Effective Manager 2.6). A key norm in
any setting is the performance norm, which conveys
expectations about how hard group members
should work. Other norms are important too. In or-

der for a task force or a committee to operate effectively, for example, norms re-
garding attendance at meetings, punctuality, preparedness, criticism, and social
behaviors are needed. Groups also commonly have norms regarding how to
deal with supervisors, colleagues, and customers, as well as norms establishing
guidelines for honesty and ethical behaviors. The following list shows how ev-
eryday conversations can lend insight into the various types of norms that oper-
ate with positive and negative implications for groups and organizations.104

• Organizational and personal pride norms—“It is a tradition around here for
people to stand up for the company when others criticize it unfairly” (positive);
“In our company, they are always trying to take advantage of us” (negative).

• High-achievement norms—“On our team, people always try to work hard”
(positive); “There’s no point in trying harder on our team, nobody else does”
(negative).

• Support and helpfulness norms—“People on this committee are good listen-
ers and actively seek out the ideas and opinions of others” (positive); “On
this committee it’s dog-eat-dog and save your own skin” (negative).

• Improvement and change norms—“In our department people are always look-
ing for better ways of doing things” (positive); “Around here, people hang on
to the old ways even after they have outlived their usefulness” (negative).

TEAM COHESIVENESS
Group or team cohesiveness is the degree to which members are attracted to
and motivated to remain part of it.105 Cohesiveness tends to be high when mem-
bers are similiar in age, attitudes, needs, and backgrounds. It is also high in
groups of small size, where members respect one another’s competencies, agree
on common goals, and work on interdependent tasks. Cohesiveness tends to in-
crease when groups are physically isolated from others and when they experi-
ence performance success or crisis.

Persons in a highly cohesive group value their membership and strive to
maintain positive relationships with other group members. In this sense, cohe-
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sive groups and teams are good for their members. In contrast to less cohesive
groups, members of highly cohesive ones tend to be more energetic when work-
ing on group activities, less likely to be absent, and more likely to be happy
about performance success and sad about failures. Cohesive groups generally
have low turnover and satisfy a broad range of individual needs, often providing
a source of loyalty, security, and esteem for their members.

Conformity to Norms Even though cohesive groups are good for their mem-
bers, they may or may not be good for the organization. Figure 2.11 demon-
strates the performance implications for a basic rule of conformity in group dy-
namics: the more cohesive the group, the greater the conformity of members to
group norms. 

When the performance norms are positive in a highly cohesive work group
or team, the resulting conformity to the norm should have a positive effect on
task performance as well as member satisfaction. This is a “best-case” situation
for everyone. When the performance norms are negative in a highly cohesive
group, however, the same power of conformity can have undesirable results. As
shown in the figure, this creates a “worst-case” situation for the organization. Al-
though team members are highly motivated to support group norms, the organi-
zation suffers from poor performance results. In between these two extremes are
mixed-case situations in which a lack of cohesion fails to rally strong conformity
to the norm. With its strength reduced, the outcome of the norm is somewhat
unpredictable and performance will most likely fall on the moderate or low side.

Influencing Cohesiveness Team leaders and managers must be aware of the
steps they can take to build cohesiveness, such as in a group that has positive
norms but suffers from low cohesiveness. They must also be ready to deal with
situations when cohesiveness adds to the problems of negative and hard-to-
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change performance norms. Figure 2.12 shows how group cohesiveness can be
increased or decreased by making changes in group goals, membership compo-
sition, interactions, size, rewards, competition, location, and duration.

Teams and the High Performance Workplace
When it was time to re-engineer its order-to-delivery process to eliminate an un-
competitive and costly 26-day cycle time, Hewlett-Packard turned to a team. In
just nine months they slashed the time to eight days, improved service, and cut
costs. How did they do it? Team leader Julie Anderson says: “We took things
away: no supervisors, no hierarchy, no titles, no job descriptions…the idea was
to create a sense of personal ownership.” Says a team member: “…no individual
is going to have the best idea, that’s not the way it works—the best ideas come
from the collective intelligence of the team.”106

Just like this example from Hewlett-Packard, organizations everywhere in the
new workplace are finding creative ways of using teams to solve problems and
make changes to improve performance. The watchwords of these new ap-
proaches to teamwork are empowerment, participation, and involvement, and
the setting is increasingly described as an organization that looks and acts much
more “lateral” or “horizontal” than vertical.107

PROBLEM-SOLVING TEAMS
One way organizations can use teams is in creative problem solving. The term
employee involvement team applies to a wide variety of teams whose mem-
bers meet regularly to collectively examine important workplace issues. They
discuss ways to enhance quality, better satisfy customers, raise productivity, and
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improve the quality of work life. In this way, employee involvement teams mo-
bilize the full extent of workers’ know-how and gain the commitment needed to
fully implement solutions. 

A special type of employee involvement group is the quality circle, or QC for
short. It is a small group of persons who meet periodically (e.g., an hour or so,
once a week) to discuss and develop solutions for problems relating to quality,
productivity, or cost.108 QCs are popular in organizations around the world, but
cannot be seen as panaceas for all of an organization’s ills. To be successful, mem-
bers of QCs should receive special training in group dynamics, information gather-
ing, and problem analysis techniques. Leaders of quality circles should also be
trained in participation and team building. Any solutions to problems should be
jointly pursued by QC members and organizational management. QCs work best
in organizations that place a clear emphasis on quality in their mission and goals,
promote a culture that supports participation and empowerment, encourage trust
and willingness to share important information, and develop a “team spirit.”

CROSS-FUNCTIONAL TEAMS
In today’s organizations, teams are essential components in the achievement of
more horizontal integration and better lateral relations. The cross-functional
team, consisting of members representing different functional departments or
work units, plays an important role in this regard. Traditionally, many organiza-
tions have suffered from what is often called the functional silos problem.
This problem occurs when members of functional units stay focused on matters
internal to the function and minimize their interactions with members of other
functions. In this sense, the functional departments or work units create artificial
boundaries or “silos” that discourage rather than encourage more integrative
thinking and active coordination with other parts of the organization. 

The new team-based organizations are designed to help break down this
problem and improve lateral communication.109 Members of cross-functional
teams can solve problems with a positive combination of functional expertise
and integrative or total systems thinking. They do so with the great advantages
of better information and more speed. Boeing, for example, used this concept to
great advantage in designing and bringing to market the 777 passenger jet.110 A
complex network of cross-functional teams brought together design engineers,
mechanics, pilots, suppliers, and even customers to manage the “design/build”
processes.

VIRTUAL TEAMS
Until recently, teamwork was confined in concept and practice to those circum-
stances in which members could meet face-to-face. Now, the advent of new
technologies and sophisticated computer programs known as groupware have
changed all that. Virtual teams, introduced in the last chapter as ones whose
members meet at least part of the time electronically and with computer support,
are a fact of life.111 The real world of work in businesses and other organizations
today involves a variety of electronic communications that allow people to work
together through computer mediation, and often separated by vast geographical
space. Groupware, in popular forms such as Lotus Domino, Microsoft Exchange
and Netscape SuiteSpot, allows for virtual meetings and group decision making
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in a variety of forms and situations.112 This is further supported by advancements
in conferencing and collaboration, including audio, data, and video conferencing
alternatives.113

Virtual teams offer a number of potential advantages. They bring cost-effec-
tiveness and speed to teamwork where members are unable to meet easily 
face-to-face. They also bring the power of the computer to bear on typical team
needs for information processing and decision making.114 With the computer as
the “go-between” for virtual team members, however, group dynamics can
emerge with a slightly different form than found in face-to-face settings.115

Although technology can help to overcome great distance in making communi-
cation possible among a group of people, it may also create teams whose mem-
bers do not share much, if any, direct “personal” contact. Whereas this may have
an advantage of focusing interaction and decision making on facts and objective
information rather than emotional considerations, it also may increase risks as
decisions are made in a limited social context. Virtual teams may suffer from less
social rapport and less direct interaction among members. 

Just as with any form of teamwork, virtual teams rely on the efforts and 
contributions of their members as well as organizational support to achieve 
effectiveness. Teamwork in any form always takes work. The same stages of 
development, the same input considerations, and same process requirements are
likely to apply in a virtual team as with any team. Where possible, the advan-
tages of face-to-face and virtual teamwork should be combined for maximum
benefit. The computer technology should also be appropriate and team mem-
bers should be well trained in using it.116

SELF-MANAGING TEAMS
A high-involvement work group design that is increasingly well-established to-
day is known as the self-managing team. These are small groups empowered
to make the decisions needed to manage themselves on a day-to-day basis.117

Although there are different variations of this theme, members of a true self-
managing work team make decisions on scheduling work, allocating tasks, train-
ing for job skills, evaluating performance, selecting new team members, and
controlling quality of work. Members are collectively held accountable for the
team’s overall performance results.

How Self-Managing Teams Work Self-managing teams, also called self-
directed teams or empowered teams, are permanent and formal elements in the
organizational structure. They replace the traditional work group headed by a
supervisor. What differentiates self-managing teams from the more traditional
work group is that the team members assume duties otherwise performed by a
manager or first-line supervisor. The team members, not a supervisor, perform
and are collectively accountable for such activities as planning and work
scheduling, performance evaluation, and quality control.

A self-managing team should probably include between 5 and 15 members.
The teams must be large enough to provide a good mix of skills and resources,
but small enough to function efficiently. 

Members must have substantial discretion in determining work pace and in
distributing tasks. This is made possible, in part, by multiskilling, whereby
team members are trained in performing more than one job on the team. In self-
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managing teams, each person is expected to perform many different jobs—even
all of the team’s jobs, as needed. The more skills someone masters, the higher
the base pay. Team members themselves conduct the job training and certify one
another as having mastered the required skills.

Operational Implications of Self-Managing Teams The expected benefits
of self-managing teams include productivity and quality improvements, produc-
tion flexibility and faster response to technological change, reduced absenteeism
and turnover, and improved work attitudes and quality of work life. But these re-
sults are not guaranteed. Like all organizational changes, the shift to self-manag-
ing teams can encounter difficulties. Structural changes in job classifications and
management levels will have consequent implications for supervisors and others
used to more traditional ways. Simply put, with a self-managing team you don’t
need the formal first-line supervisor anymore. The possible extent of this change
is shown in Figure 2.13, where the first level of supervisory management has
been eliminated and replaced by self-managing teams. Note also that many of
the supervisor’s traditional tasks are reallocated to the team. 

For persons used to more traditional work, the new arrangement can be chal-
lenging; for managers learning to deal with self-managing teams rather than indi-
vidual workers, the changeover can be difficult; for any supervisors displaced by
self-managing teams, the implications are even more personal and threatening. 
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Given this situation, a question must be asked: Should all work groups oper-
ate as self-managing teams? The best answer is “No.” Self-managing teams are
probably not right for all organizations, work situations, and people. They have
great potential, but they also require a proper setting and support. At a minimum,
the essence of any self-managing team—high involvement, participation, and em-
powerment, must be consistent with the values and culture of the organization. 

Decision Making Process
Formally defined, decision making is the process of choosing a course of ac-
tion for dealing with a problem or opportunity.118 The five basic steps involved
in systematic decision making are:

1. Recognize and define the problem or opportunity.

2. Identify and analyze alternative courses of action, and estimate their effects
on the problem or opportunity.

3. Choose a preferred course of action.

4. Implement the preferred course of action.

5. Evaluate the results and follow up as necessary.

We must also recognize that in settings where substantial change and many new
technologies prevail, this step-by-step approach may not be followed. Occasion-
ally, a nontraditional sequence works and yields superior performance over the
traditional view. We also think it is important to consider the ethical conse-
quences of decision making. To understand when and where to use the tradi-
tional or novel decision techniques calls for a further understanding of decision
environments and the types of decisions to be made.

DECISION ENVIRONMENTS
Problem-solving decisions in organizations are typically made under three differ-
ent conditions or environments: certainty, risk, and uncertainty.119 Certain envi-
ronments exist when information is sufficient to predict the results of each 
alternative in advance of implementation. When a person invests money in a
savings account, for example, absolute certainty exists about the interest that will
be earned on that money in a given period of time. Certainty is an ideal condi-
tion for managerial problem solving and decision making. The challenge is sim-
ply to locate the alternative offering the best or ideal solution. Unfortunately,
certainty is the exception instead of the rule in decision environments.

Risk environments exist when decision makers lack complete certainty re-
garding the outcomes of various courses of action, but they are aware of the
probabilities associated with their occurrence. A probability, in turn, is the de-
gree of likelihood of an event’s occurrence. Probabilities can be assigned
through objective statistical procedures or through personal intuition. For in-
stance, managers can make statistical estimates of quality rejects in production
runs, or a senior production manager can make similar estimates based on past
experience. Risk is a common decision environment in today’s organizations.
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Uncertain environments exist when managers have so little information
on hand that they cannot even assign probabilities to various alternatives and
their possible outcomes. This is the most difficult of the three decision environ-
ments. Uncertainty forces decision makers to rely heavily on individual and
group creativity to succeed in problem solving. It requires unique, novel, and of-
ten totally innovative alternatives to existing patterns of behavior. Responses to
uncertainty are often heavily influenced by intuition, educated guesses, and
hunches. Furthermore, an uncertain decision environment may also be charac-
terized as a rapidly changing organizational setting in terms of (a) external con-
ditions, (b) the information technology requirements called for to analyze and
make decisions, and (c) the personnel influencing problem and choice defini-
tions. This has been called an organized anarchy, a firm or division in a firm in
a transition characterized by very rapid change and lack of a legitimate hierarchy
and collegiality. Although this was once a very unique setting, many high-tech
firms and those with expanding global operations share many of the characteris-
tics of an organized anarchy.

TYPES OF DECISIONS
The many routine and nonroutine problems in the modern workplace call for
different types of decisions. Routine problems arise on a regular basis and can
be addressed through standard responses, called programmed decisions.
These decisions simply implement solutions that have already been determined
by past experience as appropriate for the problem at hand. Examples of pro-
grammed decisions are reordering inventory automatically when stock falls 
below a predetermined level and issuing a written reprimand to someone who
violates a certain personnel procedure.

Nonroutine problems are unique and new, having never been encountered
before. Because standard responses are not available, these circumstances call for
creative problem solving. These nonprogrammed decisions are specifically
crafted or tailored to the situation at hand. Higher level managers generally spend
a greater proportion of their decision-making time on nonroutine problems. An
example is a senior marketing manager who has to respond to the introduction of
a new product by a foreign competitor. Although past experience may help deal
with this competitive threat, the immediate decision requires a creative solution
based on the unique characteristics of the present market situation.

For firms in or characterized by “organized anarchy,” we also suggest there
is a third class of decisions called associative choices. Associative choices are
decisions that can be loosely linked to nagging continual problems but that were
not specifically developed to solve the problem. Given the chaotic nature of the
setting, the necessity to take action as opposed to waiting, and the ability of em-
ployees to make nearly any “decision” work, a stream of associative choices may
be used to improve the setting, even though the problems are not solved.

Decision Making Models 
The field of organizational behavior historically emphasizes two alternative 
approaches to decision making—classical and behavioral (see Figure 2.14).120
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Classical decision theory models view the manager as acting in a world of
complete certainty. Behavioral decision theory models accept the notion of
bounded rationality and suggests that people act only in terms of what they per-
ceive about a given situation. 

CLASSICAL AND BEHAVIORAL DECISION THEORY
Ideally, the manager faces a clearly defined problem, knows all possible action
alternatives and their consequences, and then chooses the alternative that offers
the best, or “optimum,” solution to the problem. This optimizing style is an
ideal way to make decisions. This classical approach is normative and prescrip-
tive, and is often used as a model for how managers should make decisions.

Behavioral scientists are cautious about applying classical decision theory to
many decision situations. They recognize that the human mind is a wonderful
creation, capable of infinite achievements. But they also recognize that human
beings have cognitive limitations that restrict their information-processing capa-
bilities. Information deficiencies and overload compromise the ability of decision
makers to achieve complete certainty and otherwise operate according to the
classical model. Human decision makers also operate with bounded rational-
ity.121 Bounded rationality is a short-hand term suggesting that, while individuals
are reasoned and logical, humans have their limits. Individuals interpret and
make sense of things within the context of their personal situation. They engage
in decision making “within the box” of a simplified view of a more complex re-
ality. This makes it difficult to realize the ideal of classical decision making. As a
result, the classical model does not give a full and accurate description of how
most decisions are made in organizations.122

Classical decision theory does not appear to fit today’s chaotic world of glob-
alizing high-tech organizations, yet it would be a mistake to dismiss it and the
types of progress that can be made with classical models. Classical models can be
used toward the bottom of many firms. For instance, even the most high-tech firm
faces many clearly defined problems with known alternatives where firms have
already selected an optimal solution. That a firm’s managers don’t know the an-
swer may make it appear nonclassical when, in fact, it should not be.
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As noted above, behavioral decision theory models accept the notion of
bounded rationality and suggest that people act only in terms of what they 
perceive about a given situation. Because these perceptions are frequently im-
perfect, most organizational decision making does not take place in a world of
complete certainty. Rather, the behavioral decision maker is viewed as acting
most often under uncertain conditions and with limited information. Organiza-
tional decision makers face problems that are often ambiguous, and they have
only partial knowledge of the available action alternatives and their conse-
quences. This leads to a phenomenon which Herbert Simon has described as
satisficing—decision makers choose the first alternative that appears to give an
acceptable or a satisfactory resolution of the problem. As Simon states: “Most hu-
man decision making, whether individual or organizational, is concerned with
the discovery and selection of satisfactory alternatives; only in exceptional cases
is it concerned with the discovery and selection of optimal decisions.”123

THE GARBAGE CAN MODEL
A third view of decision making stems from the so-called garbage can model.124

In this view, the main components of the choice process—problems, solutions, par-
ticipants, and choice situations—are all mixed up together in the “garbage can” of
the organization. In many organizations where the setting is stable and the technol-
ogy is well known and fixed, tradition, strategy, and the administrative structure
help order the contents of the garbage can. Specific problems can be matched to
specific solutions, an orderly process can be maintained, and the behavior view of
decision making may be appropriate.

But when the setting is dynamic, the technology is changing, demands are
conflicting or the goals are unclear, things can get mixed up. More action than
thinking can take place. Solutions emerge as “potential capabilities”—capabilities
independent of problems or opportunities. Solutions often emerge not to solve
specific problems but as lessons learned from the experience of other organiza-
tions. These new solution/capabilities may be in the form of new employees,
new technical experts, consultants, or reports on best practices. Many solutions
might well be implemented even if they cannot be tied to a specific problem. So-
lutions may also be implemented when no other solution has solved a persistent,
chronic problem. Although implemented solutions change the organization, they
are unlikely to solve specific problems.

The garbage can model highlights an important feature of decision making
in many large organizations. Choice making and implementation may be done
by quite different individuals. Often, the job of subordinates is to make the deci-
sions of senior managers work. They must interpret the intentions of their bosses
as well as solve local problems. Implementation becomes an opportunity to in-
still many changes related to the choice of more senior executives. So what is
chosen gets implemented along with many other changes. The link between
choice and implementation may become even weaker when senior managers
are vague or do not vigorously follow up on implementation. The net result from
those actually implementing the decision is the appearance that what was cho-
sen does not exactly match what is implemented.

There is a final aspect of the garbage can view. Many problems go unsolved.
That is, all organizations have chronic, persistent deficiencies that never seem to get
much better. In a garbage can view, this is because decision makers cannot agree to
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match these problems with solutions, make a choice,
and implement it on a timely and consistent basis; nor
do they know how to resolve chronic problems. It is
only when a problem and a solution “bump into one
another” under a decision maker willing to implement
a choice that problems, solutions, and choice come to-
gether as expected under other views. Thus, one key
job challenge for the astute manager is to make the
appropriate linkages among problems and solutions. 

DECISION MAKING REALITIES
All three of these models highlight specific features of
the complex choice processes managers must engage
in as professionals. A key difference between a man-
ager’s ability to make an optimum decision in the clas-
sical style and the manager’s tendency to make a satis-
fying decision in the behavioral style is the availability
of information. The organizational realities of bounded
rationality and cognitive limitations affect the way peo-
ple define problems, identify action alternatives, and
choose preferred courses of action. By necessity, most

decision making in organizations involves more than the linear and step-by-step ra-
tional choice that models often suggest. The process may not be as chaotic as the
garbage can models; yet it is often not as rational as even a behavioral view sug-
gests. In real organizations, decisions must be made under risk and uncertainty.
Decisions must be made to solve nonroutine problems. And decisions must be
made under the pressures of time and information limitations. 

Intuition, Judgment, and Creativity
Choices always bear the unique imprint of the individuals who make them, the
politics within the organization, and the challenges facing its decision makers. In
reality, intuition, judgment, and creativity are as critical as understanding how
decisions can be made.

A key element in decision making under risk and uncertainty is intuition. 
Intuition is the ability to know or recognize quickly and readily the possibilities
of a given situation.125 Intuition adds elements of personality and spontaneity to
decision making. As a result, it offers potential for creativity and innovation.

In an earlier time, scholars carried on a vigorous debate regarding how man-
agers should plan and make decisions.126 On one side of the issue were those who
believed that planning could be accomplished in a systematic step-by-step fashion.
On the other side were those who believed that the very nature of managerial
work made this hard to achieve in actual practice. We now know that managers fa-
vor verbal communication. Thus, they are more likely to gather data and to make
decisions in a relational or interactive way than in a systematic step-by-step fash-
ion.127 Managers often deal with impressions. Thus, they are more likely to synthe-
size than to analyze data as they search for the “big picture” in order to redefine
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The Making of a Good Banker: 
From Marketing to President

The president of PNC Bank–Northwest, Marlene D. Mosco,
did not major in accounting or finance in school, and she
did not work her way up the bank through the operations
or loan sections, the typical path to be a bank president.
Rather, Marlene graduated from Mercyhurst College and
systematically climbed the ladder rung by rung from
training director, to marketing officer, to PR director, to VP
of marketing, to senior VP and manager of retail banking
(the number-two slot) before becoming president. The key
to her success? Marlene learned how to make good deci-
sions and to help others make good decisions. Even outside
the bank, people noticed as she was chosen one of Pennsyl-
vania’s Best 50 Women in Business.
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problems and link problems with a variety of solu-
tions. Managers work fast, do a variety of things, and
are frequently interrupted. Thus, they do not have a
lot of quiet time alone to think, plan, or make deci-
sions systematically (see The Effective Manager 2.7).

Are managers correct when they favor the more
intuitive and less systematic approach? The more
chaotic environments and technologies of many of
today’s organizations press for this emphasis on intu-
ition. Unfortunately, many business firms are better
at implementing the common solutions of others
than uniquely solving their problems. Since man-
agers do work in chaotic settings, this reality should
be accepted and decision makers should be confi-
dent in using their intuitive skills. However, they
should combine analytical and intuitive approaches
to create new and novel solutions to complex problems.

JUDGMENTAL HEURISTICS
Judgment, or the use of one’s intellect, is important in all aspects of decision mak-
ing. When we question the ethics of a decision, for example, we are questioning
the “judgment” of the person making it. Research shows that people are prone to
mistakes using biases that often interfere with the quality of decision making.128

These can be traced to the use of heuristics—simplifying strategies or “rules of
thumb” used to make decisions. Heuristics serve a useful purpose in making it eas-
ier to deal with uncertainty and limited information in problem situations. But they
can also lead to systematic errors that affect the quality, and perhaps the ethical im-
plications, of any decisions made. It is helpful to understand the common judgmen-
tal heuristics of availability, representativeness, and anchoring and adjustment.129

The availability heuristic involves assessing a current event based on past
occurrences that are easily available in one’s memory. An example is the product
development specialist who bases a decision not to launch a new product on
her recent failure with another product offering. In this case, the existence of a
past product failure has negatively, and perhaps inappropriately, biased the deci-
sion maker’s judgment of how to best handle the new product.

The representativeness heuristic involves assessing the likelihood that an
event will occur based on its similarity to one’s stereotypes of similar occur-
rences. An example is the team leader who selects a new member not because
of any special qualities of the person, but only because the individual comes
from a department known to have produced high performers in the past. In this
case, it is the individual’s current place of employment—and not his or her job
qualifications—that is the basis for the selection decision.

The anchoring and adjustment heuristic involves assessing an event by
taking an initial value from historical precedent or an outside source, and then
incrementally adjusting this value to make a current assessment. An example is
the executive who makes salary increase recommendations for key personnel by
simply adjusting their current base salaries by a percentage amount. In this case,
the existing base salary becomes an “anchor” that drives subsequent salary in-
creases. In some situations this anchor may be inappropriate, such as the case of

Section Two ■ 119

THE EFFECTIVE MANAGER 2.7

WAYS TO IMPROVE INTUITION

Relaxation Techniques
• Drop the problem for a while.
• Spend some quiet time by yourself.
• Try to clear your mind.

Mental Exercises
• Use images to guide your thinking.
• Let ideas run freely without a specific goal.
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an individual whose market value has become substantially higher than is re-
flected by the base salary plus increment.

In addition to using the common judgmental heuristics, decision makers are
also prone to more general biases in decision making. One bias is the confir-
mation trap, whereby the decision maker seeks confirmation for what is al-
ready thought to be true and neglects opportunities to acknowledge or find 
disconfirming information. A form of selective perception, this bias involves
seeking only those cues in a situation that support a preexisting opinion. A sec-
ond bias is the hindsight trap, whereby the decision maker overestimates the
degree to which he or she could have predicted an event that has already taken
place. One risk of hindsight is that it may foster feelings of inadequacy or inse-
curity in dealing with future decision situations.

CREATIVITY FACTORS
Creativity in decision making involves the development of unique and novel
responses to problems and opportunities. In a dynamic environment full of non-
routine problems, creativity in crafting decisions often determines how well peo-
ple and organizations do in response to complex challenges.130

We examined the group as an important resource for improving creativity in
decision making. Indeed, making good use of such traditional techniques as
brainstorming, nominal groups, and the Delphi method can greatly expand the
creative potential of people and organizations. The addition of new computer-
based group meeting and decision-making techniques extends this great poten-
tial even further.

Creative thinking may unfold in a series of five stages. First is preparation.131

Here people engage in the active learning and day-to-day sensing required to
deal successfully with complex environments. The second stage is concentra-
tion, whereby actual problems are defined and framed so that alternatives can
be considered for dealing with them. In the third stage, incubation, people look
at the problems in diverse ways that permit the consideration of unusual alterna-
tives, avoiding tendencies toward purely linear and systematic problem solving.
The fourth stage is illumination in which people respond to flashes of insight
and recognize when all pieces to the puzzle suddenly fit into place. The fifth and
final stage is verification, which proceeds with logical analysis to confirm that
good problem-solving decisions have really been made.132

All of these stages of creativity need support and encouragement in the orga-
nizational environment. However, creative thinking in decision making can be lim-
ited by a number of factors. Judgmental heuristics like those just reviewed can
limit the search for alternatives. When attractive options are left unconsidered, cre-
ativity can be limited. Cultural and environmental blocks can also limit creativity.
This occurs when people are discouraged from considering alternatives viewed as
inappropriate by cultural standards or inconsistent with prevailing norms.

Managing the Decision-Making Process
As suggested by our discussion of creativity, people working at all levels, in all
areas, and in all types and sizes of organizations are not supposed to simply
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make decisions. They must make good decisions—the right decisions in the right
way at the right time.133 Managing the decision-making process involves choices
itself. Critical choices include which “problems” to work on, who to involve and
how to involve them as well as when to quit.

CHOOSING PROBLEMS TO ADDRESS
Most people are too busy and have too many valuable things to do with their
time to personally make the decisions on every problem or opportunity that
comes their way. The effective manager and team leader knows when to dele-
gate decisions to others, how to set priorities, and when to abstain from acting
altogether. When faced with the dilemma of whether or not to deal with a spe-
cific problem, asking and answering the following questions can sometimes
help.134

Is the problem easy to deal with? Small and less significant problems should
not get the same time and attention as bigger ones. Even if a mistake is made,
the cost of decision error on small problems is also small. Might the problem re-
solve itself? Putting problems in rank order leaves the less significant for last. Sur-
prisingly, many of these less important problems resolve themselves or are
solved by others before you get to them. One less problem to solve leaves deci-
sion-making time and energy for other uses. Is this my decision to make? Many
problems can be handled by other persons. They should be delegated to people
who are best prepared to deal with them; ideally, they should be delegated to
people whose work they most affect. Finally, is this a solvable problem within the
context of the organization? The astute decision maker recognizes the difference
between problems that realistically can be solved and those that are simply not
solvable for all practical purposes.

DECIDING WHO SHOULD PARTICIPATE
A mistake commonly made by many new managers and team leaders is presum-
ing that they must solve every problem by making every decision themselves. In
practice, good organizational decisions are made by individuals acting alone, by
individuals consulting with others, and by groups of people working together.

When individual decisions, also called authority decisions, are made, the
manager or team leader uses information that he or she possesses and decides
what to do without involving others. This decision method often reflects the pre-
rogatives of a person’s position of formal authority in the organization. For in-
stance, in deciding a rotation for lunch hours in a retail store, the manager may
post a schedule. In consultative decisions, by contrast, inputs on the problem
are solicited from other persons. Based on this information and its interpretation,
the decision maker arrives at a final choice. To continue the example, the man-
ager may tell subordinates that a lunch schedule is needed and ask them when
they would like to schedule their lunch and why before making the decision. In
other cases, true group decisions can be made by both consulting with others
and allowing them to help make the final choice. To complete the example, the
manager may hold a meeting to get everyone’s agreement on a lunch schedule
or a system for deciding how to make the schedule. 

Victor Vroom, Phillip Yetton, and Arthur Jago have developed a framework
for helping managers choose which of these decision-making methods is 
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most appropriate for various problem situations.135 (See Figure 2.15.) The central
proposition in their model is that the decision-making method used should al-
ways be appropriate to the problem being solved. The challenge is to know
when and how to implement each of the possible methods as the situation de-
mands. They further clarify individual, consultative, and group decision options
as follows.

• AI (first variant on the authority decision): The manager solves the problem
or makes the decision alone, using information available at that time.
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• AII (second variant on the authority decision): The manager obtains the nec-
essary information from subordinate(s) or other group members and then 
decides on the problem solution. The manager may or may not tell subordi-
nates what the problem is before obtaining the information from them. The
subordinates provide the necessary information but do not generate or evalu-
ate alternatives.

• CI (first variant on the consultative decision): The manager shares the problem
with relevant subordinates or other group members individually, getting their
ideas and suggestions without bringing them together as a group. The manager
then makes a decision that may or may not reflect the subordinates’ input.

• CII (second variant on the consultative decision): The manager shares the
problem with subordinates or other group members, collectively obtaining
their ideas and suggestions. The manager then makes a decision that may or
may not reflect the subordinates’ input.

• G (the group or consensus decision): The manager shares the problem with
the subordinates as a total group and engages the group in consensus seek-
ing to arrive at a final decision.

In the most recent version of this decision-making framework, Vroom and Jago
use the flowchart shown in Figure 2.15 to help managers analyze problem situa-
tions and choose the most appropriate decision-making methods. Key issues in-
volve the quality requirements of a decision, the availability and location of the
relevant information, the commitments needed to fully implement the decision,
and the amount of time available. Although this model appears complex and
cumbersome, its underlying logic offers a useful decision-making discipline. Try
it by working through Figure 2.15 for an organizational problem with which you
are familiar. The analysis forces you to recognize how time, quality require-
ments, information availability, and subordinate acceptance issues can affect 
decision outcomes. It also reminds you that all of the decision methods are im-
portant and useful. The key to effectively managing participation in decision
making is first knowing when to use each decision method and then knowing
how to implement each of them well.

KNOWING WHEN TO QUIT—
ELIMINATING ESCALATING COMMITMENTS

The organization’s natural desire to continue on a selected course of action rein-
forces some natural tendencies among decision makers.136 Once the agonizing
process of making a choice is apparently completed, executives make public
commitments to implementation, and implementation begins, managers are of-
ten reluctant to change their minds and admit a mistake. Instead of backing off,
the tendency is to press on to victory. This is called escalating commitment—
continuation and renewed efforts on a previously chosen course of action, even
though it is not working. Escalating commitment is reflected in the popular
adage, “If at first you don’t succeed, try, try, again.”

In beginning Finance courses, students learn about the fallacy of sunk costs.
Money committed and spent is gone. The decision to continue is just that—a de-
cision. It needs to be based on what investment is needed and the returns on
that investment. This is one of the most difficult aspects of decision making to
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convey to executives simply because so many of these executives rose to their
positions by turning apparently losing courses of action into winners.137 The ten-
dency to escalate commitments often outweighs the willingness to disengage
from them. Decision makers may rationalize negative feedback as a temporary
condition, protect their egos by not admitting that the original decision was a
mistake, or characterize any negative results as a “learning experience” that can
be overcome with added future effort.138

The self-discipline required to admit mistakes and change direction, how-
ever, is sometimes difficult to achieve. Escalating commitments are a form of 
decision entrapment that leads people to do things that the facts of a situation
do not justify. We should be proactive in spotting “failures” and more open to
reversing decisions or dropping plans that do not appear to be working.139 But
again, this is easier said than done. Good decision makers know when to call it
quits. They are willing to reverse previous decisions and stop investing time
and other resources in unsuccessful courses of action. As the late W. C. Fields is
said to have muttered, “If at first you don’t succeed, try, try, again. Then quit.” 

Technology, Culture, and 
Ethics in Decision Making

In today’s environments, the problems facing organizational decision makers seem
to get ever more complex. For example, consider the following workplace trends:140

• Businesses are becoming smaller in size; they are doing more outsourcing
and employing fewer full-time workers.

• New, more flexible, and adaptable organizational forms are replacing the tra-
ditional pyramid structures.

• Multifunctional understanding is increasingly important as organizations em-
phasize lateral coordination.

• Workers with both technical knowledge and team skills are becoming in-
creasingly sought after.

• The nature of “work” is in flux as jobs change fast, require continuous learn-
ing, and are less bound by the “9 to 5” tradition.

Each of these trends is changing who, when, where, and how decision making is
accomplished. We face difficult stresses and strains as the quest for higher and
higher productivity challenges the needs, talents, and opportunities of people at
work. Complexities in the decision making process include issues of information
technology, culture and ethics.

INFORMATION TECHNOLOGY AND DECISION MAKING
As we have discussed throughout this book, today’s organizations are becoming
ever more sophisticated in applying information technologies. Eventually, devel-
opments in the field of artificial intelligence (AI), the study of how computers
can be programmed to think like the human brain, will allow computers to dis-
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place many decision makers.141 Nobel Laureate and decision scientist Herbert 
Simon is convinced that computers will someday be more intelligent than humans.

Already, the applications of AI to organizational decision making are signifi-
cant. We have access to decision-making support from expert systems that reason
like human experts and follow “either-or” rules to make deductions. For example,
if you call an advertised 800 number to apply for a home equity loan, you will
not get a human but a computer program to take all the necessary information
and provide confirmation of a loan. On the factory floor, decision support sys-
tems schedule machines and people for maximum production efficiencies.

In the very near future, fuzzy logic that reasons beyond either-or choices
and neural networks that reason inductively by simulating the brain’s parallel
processing capabilities will become operational realities to move beyond simple
programmed decisions. Uses for such systems may be found everywhere from
hospitals where they will check on medical diagnoses to investment houses
where they will analyze potential investment portfolios to a wide and growing
variety of other settings.142

Computer support for group decision making, including developments with
the Internet and with intranets, has broken the decision-making meeting out of the
confines of face-to-face interactions. With the software now available, problems
can be defined and decisions can be made through virtual teamwork by people in
geographically dispersed locations. We know that group decision software can be
especially useful for generating ideas, such as in electronic brainstorming, and for
improving the time efficiency of decisions. People working under electronically
mediated conditions tend to stay focused on tasks and avoid the interpersonal
conflicts and other problems common in face-to-face deliberations. On the nega-
tive side, decisions made by “electronic groups” carry some risks of being imper-
sonal and perhaps less compelling in terms of commitments to implementation
and follow-through. There is evidence, moreover, that use of computer technology
for decision making is better accepted by today’s college students than by persons
who are already advanced in their organizational careers.143

What new information technology will not do is deal with the issues raised
by the garbage can model. The information technologies promise a more orderly
world where the process of choosing conforms more to the traditional models
with an extension of the normal boundaries of rationality. For us, what is still on
the information technology horizon are the most important decisions that come
before the classical and standard approaches. These are pre-decision choices
that are heavily influenced by cultural factors and ethics.

CULTURAL FACTORS AND DECISION MAKING
Fons Trompenaars notes that culture is “the way in which a group of people
solves problems.”144 It is only reasonable to expect that as cultures vary so too
will choices concerning what is to be solved and how. For example, there are
historical cultural preferences for solving problems. The approach favored in this
chapter emphasizes the North American view stressing decisiveness, speed, and
individual selection of alternatives. This view speaks more to choice and less to
implementation. Yet, the garbage can view suggests that implementation can
proceed almost separately from other aspects of decision making.

Other cultures place less emphasis on individual choice than on developing
implementations that work. They start with what is workable and better rather

Section Two ■ 125



than with the classical and behavioral comparison of current conditions with
some ideal.145 If a change can improve the current situation, even if it is not ap-
parently directed toward a problem identified by senior management, subordi-
nate managers may work together to implement it. And then senior management
may be informed of the success of the change. To emphasize the importance of
smooth implementation over grand decision making, corporations may adopt
systems similar to the Japanese ringi system where lower-levels indicate their
written approval of proposals prior to formal implementation. Written approval
is an issue not of whether the change should be done but whether it is feasible
for the group to implement.146

The more important role of culture in decision making concerns not how
problems are solved but which concerns are elevated to the status of problems
solvable within the firm. For instance, the very fact that a procedure is old may
make it more suspect in the United States than in France.147 Far too many of our
views maybe dictated by Western bureaucratic thinking.148 Not all cultures are as
pluralistic, bluntly competitive, or impersonal as that of the United States. In
other parts of the world, personal loyalties may drive decisions, and preserving
harmony may be considered more important than achieving a bit more effi-
ciency. In short, problems may be more person centered and socially defined
than bureaucratically proscribed.

ETHICAL ISSUES AND DECISION MAKING
The subject of ethical behavior in the workplace cannot be overemphasized, and
it is worth reviewing once again the framework for ethical decision making first
introduced in Section 1. An ethical dilemma was defined as a situation in which
a person must decide whether or not to do something that, although personally
or organizationally beneficial, may be considered unethical and perhaps illegal.
Often, ethical dilemmas are associated with risk and uncertainty, and with non-
routine problem situations. Just how decisions are handled under these circum-
stances, ones that will inevitably appear during your career, may well be the ulti-
mate test of your personal ethical framework.

Effective Manager 1.2 in Section 1 introduced a useful decision-making check-
list for resolving ethical dilemmas. Before any decision is made the checklist tests
the preliminary decision with stiff questions.149 First, it would have you ask: “Is my
action legal? Is it right? Is it beneficial?” Second, it would have you ask: “How
would I feel if my family found out about this? How would I feel if my decision
were printed in the local newspaper?” Only after these questions are asked and
satisfactorily answered, does the model suggest you should take action. 

When it comes to the ethics of decision making, the criteria individuals use
to define problems and the values that underlie these criteria must be consid-
ered.150 Moral conduct is involved in choosing problems, deciding who should
be involved, estimating the impacts of alternatives, and selecting an alternative
for implementation.

Moral conduct does not arise from after-the-fact embarrassment. As Fineman
suggests, “If people are unable to anticipate shame or guilt before they act in
particular ways, then moral codes are invalid.… Decisions may involve lying, de-
ceit, fraud, evasion of negligence—disapproved of in many cultures. But ethical
monitoring and control go beyond just the pragmatics of harm.”151 In other
words, when you are the decision maker, decision making is not just a choice
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process followed by implementation for the good of the organization. It involves
your values and your morality whether or not you think it should. Thus, effective
implemented choices need to not only solve a problem or capitalize on choices
but also match your values and help others. It is little wonder, then, that decision
making will likely be the biggest challenge of your organizational career.152

Conflict
Conflict occurs whenever disagreements exist in a social situation over issues of
substance or whenever emotional antagonisms create frictions between individu-
als or groups.153 Managers and team leaders can spend considerable time dealing
with conflict, including conflicts in which the manager or leader is directly in-
volved as one of the principal actors.154 In other situations, the manager or leader
may act as a mediator, or third party, whose job it is to resolve conflicts between
other people. In all cases, a manager and team leader must be comfortable with
the interpersonal conflict. This includes being able to recognize situations that
have the potential for conflict and to deal with these situations in ways that will
best serve the needs of both the organization and the people involved.155

TYPES OF CONFLICT
Conflict as it is experienced in the daily workplace involves at least two basic
forms. Substantive conflict is a fundamental disagreement over ends or goals
to be pursued and the means for their accomplishment.156 A dispute with one’s
boss over a plan of action to be followed, such as the marketing strategy for a
new product, is an example of substantive conflict. When people work together
day in and day out, it is only normal that different viewpoints on a variety of
substantive workplace issues will arise. At times people will disagree over such
things as group and organizational goals, the allocation of resources, the distri-
bution of rewards, policies and procedures, and task assignments. Dealing with
such conflicts successfully is an everyday challenge for most managers.

By contrast, emotional conflict involves interpersonal difficulties that arise
over feelings of anger, mistrust, dislike, fear, resentment, and the like.157 This
conflict is commonly known as a “clash of personalities.” Emotional conflicts can
drain the energies of people and distract them from important work priorities.
They can emerge from a wide variety of settings and are common among 
co-workers as well as in superior–subordinate relationships. The latter form of
emotional conflict is perhaps the most upsetting organizational conflict for any
person to experience. Unfortunately, competitive pressures in today’s business
environment and the resulting emphasis on downsizing and restructuring have
created more situations in which the decisions of a “tough” boss can create emo-
tional conflict.

LEVELS OF CONFLICT
When dealing personally with conflicts in the workplace, the relevant question
becomes: “How well prepared are you to encounter and deal successfully with
conflicts of various types?” People at work may encounter conflict at the intrap-
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ersonal level (conflict within the individual), the interpersonal level (individual-
to-individual conflict), the intergroup level, or the interorganizational level.

Some conflicts that affect behavior in organizations involve the individual
alone. These intrapersonal conflicts often involve actual or perceived 
pressures from incompatible goals or expectations of the following types: 
Approach–approach conflict occurs when a person must choose between two
positive and equally attractive alternatives. An example is having to choose be-
tween a valued promotion in the organization or a desirable new job with an-
other firm. Avoidance–avoidance conflict occurs when a person must choose
between two negative and equally unattractive alternatives. An example is being
asked either to accept a job transfer to another town in an undesirable location
or to have one’s employment with an organization terminated. Approach–avoid-
ance conflict occurs when a person must decide to do something that has both
positive and negative consequences. An example is being offered a higher pay-
ing job whose responsibilities entail unwanted demands on one’s personal time.

Interpersonal conflict occurs between two or more individuals who are in
opposition to one another. It may be substantive or emotional or both. Two per-
sons debating each other aggressively on the merits of hiring a job applicant is
an example of a substantive interpersonal conflict. Two persons continually in
disagreement over each other’s choice of work attire is an example of an emo-
tional interpersonal conflict.

Intergroup conflict that occurs among members of different teams or groups
can also have substantive and/or emotional underpinnings. Intergroup conflict is
quite common in organizations, and it can make the coordination and integration
of task activities very difficult.158 The classic example is conflict among functional
groups or departments, such as marketing and manufacturing, in organizations.
The growing use of cross-functional teams and task forces is one way of trying to
minimize such conflicts and promote more creative and efficient operations.

Interorganizational conflict is most commonly thought of in terms of the
competition and rivalry that characterizes firms operating in the same markets. A
good example is the continuing battle between U.S. businesses and their global
rivals. But interorganizational conflict is a much broader issue than that repre-
sented by market competition alone. Consider, for example, disagreements be-
tween unions and the organizations employing their members; between govern-
ment regulatory agencies and the organizations subject to their surveillance;
between organizations and those who supply them with raw materials.

FUNCTIONAL AND DYSFUNCTIONAL CONFLICTS
Conflict in organizations can be upsetting both to the individuals directly in-
volved and to others affected by its occurrence. It can be quite uncomfortable,
for example, to work in an environment in which two co-workers are continu-
ally hostile toward each other. In OB, however, the two sides to conflict shown
in Figure 2.16 are recognized—the functional or constructive side, and the dys-
functional or destructive side.

Functional conflict, alternatively called constructive conflict, results in posi-
tive benefits to individuals, the group, or the organization. On the positive side,
conflict can bring important problems to the surface so that they can be addressed.
It can cause decisions to be considered carefully and perhaps reconsidered to en-
sure that the right path of action is being followed. It can increase the amount of
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information used for decision making. And it can offer opportunities for creativity
that can improve individual, team, or organizational performance. Indeed, an ef-
fective manager is able to stimulate constructive conflict in situations in which sat-
isfaction with the status quo inhibits needed change and development.

Dysfunctional conflict, or destructive conflict, works to the individual’s,
group’s, or organization’s disadvantage. It diverts energies, hurts group cohesion,
promotes interpersonal hostilities, and overall creates a negative environment for
workers. This occurs, for example, when two employees are unable to work to-
gether because of interpersonal differences (a destructive emotional conflict) or
when the members of a committee fail to act because they cannot agree on group
goals (a destructive substantive conflict). Destructive conflicts of these types can
decrease work productivity and job satisfaction and contribute to absenteeism and
job turnover. Managers must be alert to destructive conflicts and be quick to take
action to prevent or eliminate them or at least minimize their disadvantages.

CULTURE AND CONFLICT
Society today shows many signs of wear and tear in social relationships. We experi-
ence dificulties born of racial tensions, homophobia, gender gaps, and more. All
trace in some way to tensions among people who are different in some ways from
one another. They are also a reminder that culture and cultural differences must be
considered for their conflict potential.

Among the popular dimensions of culture discussed in Section 5, for exam-
ple, substantial differences may be noted in time orientation. When persons from
short-term cultures such as the United States try to work with persons from long-
term cultures such as Japan, the likelihood of conflict developing is high. The
same holds true when individualists work with collectivists and when persons
from high-power distance work with those from low-power distance cultures.159

In each case, individuals who are not able to recognize and respect the impact
of culture on behavior may contribute to the emergence of dysfunctional situa-
tions. On the other hand, by approaching a cross-cultural work situation with
sensitivity and respect, one can find ways to work together without great diffi-
culty and even with the advantages that constructive conflict may offer.
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Managing Conflict
Conflict can be addressed in many ways, but the important goal is to achieve or set
the stage for true conflict resolution—a situation in which the underlying reasons
for a given destructive conflict are eliminated. The process begins with a good un-
derstanding of causes and recognition of the stage to which conflict has developed.

STAGES OF CONFLICT
Most conflicts develop in stages, as shown in Figure 2.17. Managers should recog-
nize that unresolved prior conflicts help set the stage for future conflicts of the
same or related sort. Rather than try to deny the existence of conflict or settle on a
temporary resolution, it is always best to deal with important conflicts so that they
are completely resolved.160 Conflict antecedents establish the conditions from
which conflicts are likely to develop. When the antecedent conditions become the
basis for substantive or emotional differences between people or groups, the stage
of perceived conflict exists. Of course, this perception may be held by only one of
the conflicting parties. It is important to distinguish between perceived and felt
conflict. When conflict is felt, it is experienced as tension that motivates the person
to take action to reduce feelings of discomfort. For conflict to be resolved, all par-
ties should both perceive it and feel the need to do something about it.

When conflict is expressed openly in behavior, it is said to be manifest. A
state of manifest conflict may be resolved by removing or correcting its an-
tecedents. It can also be suppressed. With suppression, no change in antecedent
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conditions occurs; the manifest conflict behaviors are controlled. For example,
one or both parties may choose to ignore the conflict in their dealings with one
another. Suppression is a superficial and often temporary form of conflict resolu-
tion. Indeed, we have already noted that unresolved and suppressed conflict fall
into this category. Both may continue to fester and cause future conflicts over
similar issues. For the short run, however, they may represent the best a man-
ager can achieve until antecedent conditions can be changed.

Unresolved substantive conflicts can result in sustained emotional discomfort
and escalate into dysfunctional emotional conflict between individuals. In con-
trast, truly resolved conflicts may establish conditions that reduce the potential for
future conflicts or make it easier to deal with them. Thus, any manager should be
sensitive to the influence of conflict aftermath on future conflict episodes.

CAUSES OF CONFLICT
The process of dealing successfully with conflict begins with a recognition of sev-
eral types of conflict situations. Vertical conflict occurs between hierarchical levels.
It commonly involves supervisor–subordinate dis-
agreements over resources, goals, deadlines, or perfor-
mance results. Horizontal conflict occurs between per-
sons or groups at the same hierarchical level. These
disputes commonly involve goal incompatibilities, re-
source scarcities, or purely interpersonal factors. A
common variation of horizontal conflict is line–staff
conflict. It often involves disagreements over who has
authority and control over certain matters such as per-
sonnel selection and termination practices.

Also common to work situations are role con-
flicts that occur when the communication of task ex-
pectations proves inadequate or upsetting. This of-
ten involves unclear communication of work
expectations, excessive expectations in the form of
job overloads, insufficient expectations in the form
of job underloads, and incompatibilities among ex-
pectations from different sources.

Work-flow interdependencies are breeding
grounds for conflicts. Disputes and open disagree-
ments may erupt among people and units who are re-
quired to cooperate to meet challenging goals.161

When interdependence is high—that is, when a per-
son or group must rely on task contributions from
one or more others to achieve its goals—conflicts of-
ten occur. You will notice this, for example, in a fast-
food restaurant, when the people serving the food
have to wait too long for it to be delivered from the
cooks. Conflict also escalates when individuals or
groups lack adequate task direction or goals. Domain
ambiguities involve misunderstandings over such
things as customer jurisdiction or scope of authority.
Conflict is likely when individuals or groups are
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placed in ambiguous situations where it is difficult for them to understand just
who is responsible for what.

Actual or perceived resource scarcity can foster destructive competition.
When resources are scarce, working relationships are likely to suffer. This is es-
pecially true in organizations that are experiencing downsizing or financial diffi-
culties. As cutbacks occur, various individuals or groups try to position them-
selves to gain or retain maximum shares of the shrinking resource pool. They are
also likely to try to resist resource redistribution, or to employ countermeasures
to defend their resources from redistribution to others.

Finally, power or value asymmetries in work relationships can create conflict.
They exist when interdependent people or groups differ substantially from one an-
other in status and influence or in values. Conflict resulting from asymmetry is
prone to occur, for example, when a low-power person needs the help of a high-
power person, who does not respond; when people who hold dramatically differ-
ent values are forced to work together on a task; or when a high-status person is
required to interact with and perhaps be dependent on someone of lower status.

INDIRECT CONFLICT MANAGEMENT APPROACHES
Indirect conflict management approaches share the common ground of avoiding
direct dealings with personalities. They include reduced interdependence, ap-
peals to common goals, hierarchical referral, and alterations in the use of
mythology and scripts.

Reduced Interdependence When work-flow conflicts exist, managers can ad-
just the level of interdependency among units or individuals.162 One simple op-
tion is decoupling, or taking action to eliminate or reduce the required contact be-
tween conflict parties. In some cases, the units’ tasks can be adjusted to reduce
the number of required points of coordination. The conflicting units can then be
separated from one another, and each can be provided separate access to valued
resources. Although decoupling may reduce conflict, it may also result in duplica-
tion and a poor allocation of valued resources.

Buffering is another approach that can be used when the inputs of one
group are the outputs of another group. The classic buffering technique is to
build an inventory, or buffer, between the two groups so that any output slow-
down or excess is absorbed by the inventory and does not directly pressure the
target group. Although it reduces conflict, this technique is increasingly out of fa-
vor because it increases inventory costs. This consequence is contrary to the ele-
ments of “just-in-time” delivery that is now valued in operations management.

Conflict management can be facilitated by assigning people to serve as for-
mal linking pins between groups that are prone to conflict.163 Persons in linking-
pin roles, such as project liaison, are expected to understand the operations,
members, needs, and norms of their host group. They are supposed to use this
knowledge to help their group work better with other groups in order to accom-
plish mutual tasks. Though expensive, this technique is often used when differ-
ent specialized groups, such as engineering and sales, must closely coordinate
their efforts on complex and long-term projects.

Appeals to Common Goals An appeal to common goals can focus the atten-
tion of potentially conflicting parties on one mutually desirable conclusion. By
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elevating the potential dispute to a common framework wherein the parties rec-
ognize their mutual interdependence in achieving common goals, petty disputes
can be put in perspective. However, this can be difficult to achieve when prior
performance is poor and individuals or groups disagree over how to improve
performance. In this negative situation, the manager needs to remember the at-
tributional tendency of individuals to blame poor performance on others or on
external conditions. In this case, conflict resolution begins by making sure that
the parties take personal responsibility for improving the situation.

Hierarchical Referral Hierarchical referral makes use of the chain of com-
mand for conflict resolution. Here, problems are simply referred up the hierar-
chy for more senior managers to reconcile. Whereas hierarchical referral can be
definitive in a given case, it also has limitations. If conflict is severe and recur-
ring, the continual use of hierarchical referral may not result in true conflict reso-
lution. Managers removed from day-to-day affairs may fail to diagnose the real
causes of a conflict, and conflict resolution may be superficial. Busy managers
may tend to consider most conflicts as results of poor interpersonal relations and
may act quickly to replace a person with a perceived “personality” problem.164

Altering Scripts and Myths In some situations, conflict is superficially man-
aged by scripts, or behavioral routines that become part of the organization’s cul-
ture.165 The scripts become rituals that allow the conflicting parties to vent their
frustrations and to recognize that they are mutually dependent on one another via
the larger corporation. An example is a monthly meeting
of “department heads,” held presumably for purposes
of coordination and problem solving but that actually
becomes just a polite forum for superficial agree-
ment.166 Managers in such cases know their scripts
and accept the difficulty of truly resolving any major
conflicts. By sticking with the script, expressing only
low-key disagreement and then quickly acting as if
everything has been resolved, for instance, the man-
agers publicly act as if problems are being addressed.
Such scripts can be altered to allow and encourage
active confrontation of issues and disagreements.

DIRECT CONFLICT 
MANAGEMENT APPROACHES

Figure 2.18 describes the five approaches to conflict
management from the perspective of their relative
emphasis on cooperativeness and assertiveness in
the relationship. Consultants and academics gener-
ally agree that true conflict resolution can occur only
when the underlying substantive and emotional rea-
sons for the conflict are identified and dealt with
through a solution that allows all conflicting parties
to “win.”167 (See The Effective Manager 2.8.) This im-
portant issue of “Who wins?” can be addressed from
the perspective of each conflicting party.
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WHEN TO USE CONFLICT MANAGE-
MENT STYLES

• Collaboration and problem solving is pre-
ferred to gain true conflict resolution when
time and cost permit.

• Avoidance may be used when an issue is
trivial or more important issues are pressing,
or when people need to cool down tem-
porarily and regain perspective.

• Authoritative command may be used when
quick and decisive action is vital or when un-
popular actions must be taken.

• Accommodation may be used when issues
are more important to others than to yourself
or when you want to build “credits” for use
in later issues.

• Compromise may be used for temporary set-
tlements to complex issues or to arrive at ex-
pedient solutions when time is limited. 



Cooperative

Uncooperative

Unassertive

Assertiveness
(attempting to satisfy one's own concerns)

Compromise

Working toward par-
tial satisfaction of
everyone's concerns;
seeking "acceptable"
rather than "optimal"
solutions so that no
one totally wins or
loses.

Smoothing or
Accommodation

Letting the other's wishes rule.
Smoothing over differences to
maintain superficial harmony.

Collaboration and
Problem Solving

Seeking true satisfaction of
everyone's concerns by work-
ing through differences,
finding and solving problems
so everyone gains as a result.

Avoidance

Downplaying disagreement.
Failing to participate in the
situation and/or staying
neutral at all costs.

Competition and
Authoritative Command

Working against the wishes of
the other party, fighting to
dominate in win-lose competi-
tion and/or forcing things to
a favorable conclusion through
the exercise of authority.

Assertive

Cooperativeness
(attempting to
satisfy the other
party's concerns)

Figure 2.18
Five ways to manage
conflict.

Lose–Lose Conflict Lose–lose conflict occurs when nobody really gets what
he or she wants. The underlying reasons for the conflict remain unaffected and a
similar conflict is likely to occur in the future. Lose–lose conflicts often result
when there is little or no assertiveness and conflict management takes these
forms. Avoidance is an extreme form of inattention; everyone simply pretends
that the conflict does not really exist and hopes that it will go away. Accommo-
dation, or smoothing as it is sometimes called, involves playing down differ-
ences among the conflicting parties and highlighting similarities and areas of
agreement. This peaceful coexistence ignores the real essence of a given conflict
and often creates frustration and resentment. Compromise occurs when each
party gives up something of value to the other. As a result of no one gettting its
full desires, the antecedent conditions for future conflicts are established. 

Win–Lose Conflict In win–lose conflict, one party achieves its desires at the
expense and to the exclusion of the other party’s desires. This is a high-assertive-
ness and low-cooperativeness situation. It may result from outright competition
in which a victory is achieved through force, superior skill, or domination by one
party. It may also occur as a result of authoritative command, whereby a for-
mal authority simply dictates a solution and specifies what is gained and what is
lost by whom. Win–lose strategies fail to address the root causes of the conflict
and tend to suppress the desires of at least one of the conflicting parties. As a re-
sult, future conflicts over the same issues are likely to occur.
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Win–Win Conflict Win–win conflict is achieved by a blend of both high co-
operativeness and high assertiveness.168 Collaboration or problem solving in-
volves a recognition by all conflicting parties that something is wrong and needs
attention. It stresses gathering and evaluating information in solving disputes and
making choices. Win–win conditions eliminate the reasons for continuing or res-
urrecting the conflict since nothing has been avoided or suppressed. All relevant
issues are raised and openly discussed. The ultimate test for a win–win solution
is whether or not the conflicting parties see that the solution (1) achieves each
other’s goals, (2) is acceptable to both parties, and (3) establishes a process
whereby all parties involved see a responsibility to be open and honest about
facts and feelings. When success is achieved, true conflict resolution has oc-
curred. 

Although collaboration and problem solving are generally favored, one limi-
tation is the time and energy it requires. It is also important to realize that both
parties to the conflict need to be assertive and cooperative in order to develop a
win–win joint solution. Finally, collaboration and problem solving may not be
feasible if the firm’s dominant culture does not place a value on cooperation.169

Negotiation
Talk about conflict! Picture yourself trying to make a decision in the following
situation: You have ordered a new state-of-the-art notebook computer for a staff
member in your department. At about the same time another department or-
dered a different brand. Your boss indicates that only one brand will be ordered.
Of course, you believe the one chosen by your department is the best.

WHAT IS NEGOTIATION?
This is just a sample of the many situations that involve managers and others in
negotiation—the process of making joint decisions when the parties involved
have different preferences.170 Negotiation has special significance in work set-
tings, where disagreements are likely to arise over such diverse matters as wage
rates, task objectives, performance evaluations, job assignments, work schedules,
work locations, and more. 

NEGOTIATION GOALS AND OUTCOMES
In negotiation two important goals must be considered: substance and relation-
ship goals. Substance goals deal with outcomes that relate to the “content” issues
under negotiation. The dollar amount of a wage agreement in a collective bar-
gaining situation is one example. Relationship goals deal with outcomes that re-
late to how well people involved in the negotiation and any constituencies they
may represent are able to work with one another once the process is concluded.
An example is the ability of union members and management representatives to
work together effectively after a contract dispute has been settled.

Unfortunately, many negotiations result in damaged relationships because
the negotiating parties become preoccupied with substance goals and self-inter-
ests. In contrast, effective negotiation occurs when substance issues are resolved
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and working relationships are maintained or even
improved. It results in overlapping interests and joint
decisions that are “for the better” of all parties. Three
criteria for effective negotiation are described in The
Effective Manager 2.9.

ETHICAL ASPECTS OF NEGOTIATION
To maintain good working relationships in negotia-
tions, managers and other involved parties should
strive for high ethical standards. This goal may be
side tracked by an over emphasis on self-interests.
The motivation to behave ethically in negotiations is
put to the test by each party’s desire to “get more”
than the other from the negotiation, and/or with a
belief that there are insufficient resources to satisfy
all parties.171 After the heat of negotiations dies
down, the parties involved often try to rationalize or
explain away questionable ethics as unavoidable,

harmless, or justified. Such after-the-fact rationalizations may be offset by long-
run negative consequences, such as not being able to achieve one’s wishes again
the next time. At the very least, the unethical party may be the target of revenge
tactics by those who were disadvantaged. Furthermore, once some people have
behaved unethically in one situation, they may become entrapped by such be-
havior and prone to display it again in the future.172

ORGANIZATIONAL SETTINGS FOR NEGOTIATION
Managers and team leaders should be prepared to participate in at least four ma-
jor action settings for negotiations. In two-party negotiation the manager negoti-
ates directly with one other person. In group negotiation the manager is part of a
team or group whose members are negotiating to arrive at a common decision.
In intergroup negotiation the manager is part of a group that is negotiating with
another group to arrive at a decision regarding a problem or situation affecting
both. And in constituency negotiation the manager is involved in negotiation
with other persons, with each party representing a broader constituency. A com-
mon example of constituency negotiation involves representatives of manage-
ment and labor negotiating a collective bargaining agreement.

CULTURE AND NEGOTIATION
The existence of cultural differences in time orientation, individualism-collec-
tivism, and power distance can have a substantial impact on negotiation. For ex-
ample, when American businesses try to negotiate quickly with Chinese counter-
parts, they often do so with the goal of getting definitive agreements that will
govern a working relationship. Culture isn’t always on their side. A typical 
Chinese approach to negotiation might move much more slowly, require the de-
velopment of good interpersonal relationships prior to reaching any agreement,
display reluctance to commit everything to writing, and anticipate that any
agreement reached will be subject to modification as future circumstances may
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1. Quality—The negotiation results offer a
“quality” agreement that is wise and satis-
factory to all sides.

2. Harmony—The negotiation is “harmonious”
and fosters rather than inhibits good inter-
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no more time consuming or costly than ab-
solutely necessary.



require.173 All this is quite the opposite of the typical expectations of negotiators
used to the individualist and short-term American culture.

Negotiation Strategies
Managers and other workers frequently negotiate with one another over access
to scarce organizational resources. These resources may be money, time, people,
facilities, equipment, and so on. In all such cases, the general approach to or
strategy for the negotiation can have a major influence on its outcomes. In dis-
tributive negotiation, the focus is on “positions” staked out or declared by
conflicting parties. Each party is trying to claim certain portions of the available
“pie.” In integrative negotiation, sometimes called principled negotiation, the
focus is on the “merits” of the issues. Everyone involved tries to enlarge the
available pie rather than stake claims to certain portions of it.174

DISTRIBUTIVE NEGOTIATION
In distributive bargaining approaches, the participants would each ask the ques-
tion: “Who is going to get this resource?” This question, and the way in which it
frames subsequent behavior, will have a major impact on the negotiation process
and outcomes. A case of distributive negotiation usually unfolds in one of two
directions, neither of which yields optimal results. “Hard” distributive negotia-
tion takes place when each party holds out to get its own way. This leads to
competition, whereby each party seeks dominance over the other and tries to
maximize self-interests. The hard approach may lead to a win–lose outcome in
which one party dominates and gains. Or it can lead to an impasse.

“Soft” distributive negotiation, by contrast, takes place when one party is
willing to make concessions to the other to get things over with. In this case, one
party tries to find ways to meet the other’s desires. A soft approach leads to ac-
commodation in which one party gives in to the other, or to compromise in
which each party gives up something of value in order to reach agreement. In ei-
ther case at least some latent dissatisfaction is likely to develop. Even when the
soft approach results in compromise (e.g., splitting the difference between the
initial positions equally), dissatisfaction may exist since each party is still de-
prived of what it originally wanted.

Figure 2.19 introduces the case of the graduating senior negotiating a job of-
fer with a corporate recruiter.175 The example illustrates the basic elements of
classic two-party negotiation in distributive contexts. To begin, look at the situa-
tion from the graduate’s perspective. She has told the recruiter that she would
like a salary of $45,000; this is her initial offer. But she also has in mind a mini-
mum reservation point of $35,000—the lowest salary that she will accept for this
job. Thus, she communicates a salary request of $45,000 but is willing to accept
one as low as $35,000. The situation is somewhat reversed from the recruiter’s
perspective. His initial offer to the graduate is $30,000, and his maximum reser-
vation point is $40,000; this is the most he is prepared to pay.

The bargaining zone is defined as the range between one party’s minimum
reservation point and the other party’s maximum reservation point. In Figure 2.19,
the bargaining zone is $40,000–$45,000. This is a positive bargaining zone since the
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Gi

Bargaining Zone

30,000
Ei

35,000
Gr

40,000
Er

45,000
Gi

Graduating senior’s initial offer
Er Employer’s maximum reservation point
Gr Graduating senior’s minimum reservation point
Ei Employer’s initial offer

Figure 2.19
An example of the bargaining zone in classic two-party negotiation.

reservation points of the two parties overlap. Whenever a positive bargaining zone
exists, bargaining has room to unfold. Had the graduate’s minimum reservation
point been greater than the recruiter’s maximum reservation point (for example,
$42,000), no room would have existed for bargaining. Classic two-party bargaining
always involves the delicate tasks of first discovering the respective reservation
points (one’s own and the other’s) and then working toward an agreement that lies
somewhere within the resulting bargaining zone and is acceptable to each party.

INTEGRATIVE NEGOTIATION
In the integrative approach to negotiation, participants would ask: “How can the
resource best be utilized?” Notice that this question is very different from the one
described for distributive negotiation. It is much less confrontational, and it per-
mits a broader range of alternatives to be considered in the process. From the
outset there is much more of a “win–win” orientation.

At one extreme, integrative negotiation may involve selective avoidance, in
which both parties realize that there are more important things on which to fo-
cus their time and attention. The time, energy, and effort needed to negotiate
may not be worth the rewards. Compromise can also play a role in the integra-
tive approach, but it must have an enduring basis. This is most likely to occur
when the compromise involves each party giving up something of perceived
lesser personal value to gain something of greater value. For instance, in the
classic two-party bargaining case over salary, both the graduate and the recruiter
could expand the negotiation to include the starting date of the job. Since it will
be a year before the candidate’s first vacation, she may be willing to take a little
less money if she can start a few weeks later. Finally, integrative negotiation may
involve true collaboration. In this case, the negotiating parties engage in prob-
lem solving to arrive at a mutual agreement that maximizes benefits to each.

HOW TO GAIN INTEGRATIVE AGREEMENTS
Underlying the integrative or principled approach is negotiation based on the
merits of the situation. The foundations for gaining truly integrative agreements
rest in supportive attitudes, constructive behaviors, and good information.176



Attitudinal Foundations There are three attitudinal foundations of integrative
agreements. First, each party must approach the negotiation with a willingness to
trust the other party. This is a reason why ethics and maintaining relationships
are so important in negotiations. Second, each party must convey a willingness
to share information with the other party. Without shared information, effective
problem solving is unlikely to occur. Third, each party must show a willingness
to ask concrete questions of the other party. This further facilitates information
sharing.

Behavioral Foundations During a negotiation, all behavior is important for
both its actual impact and the impressions it leaves behind. Accordingly, the fol-
lowing behavioral foundations of integrative agreements must be carefully con-
sidered and included in any negotiator’s repertoire of skills and capabilities:

• The ability to separate the people from the problem to avoid allowing emo-
tional considerations to affect the negotiation.

• The ability to focus on interests rather than positions.

• The ability to avoid making premature judgments.

• The ability to keep the acts of alternative creation separate from their evalua-
tion.

• The ability to judge possible agreements on an objective set of criteria or
standards.

Information Foundations The information foundations of integrative agree-
ments are substantial. They involve each party becoming familiar with the
BATNA, or “best alternative to a negotiated agreement.” That is, each party must
know what he or she will do if an agreement can’t be reached. This requires that
both negotiating parties identify and understand their personal interests in the
situation. They must know what is really important to them in the case at hand,
and they must come to understand the relative importance of the other party’s
interests. As difficult as it may seem, each party must achieve an understanding
of what the other party values, even to the point of determining its BATNA.

COMMON NEGOTIATION PITFALLS
The negotiation process is admittedly complex on cultural and many other
grounds. It is further characterized by all the possible confusions of sometimes
volatile interpersonal and group dynamics. Accordingly, negotiators need to
guard against some common negotiation pitfalls.177

First, is the tendency in negotiation to stake out your position based on the
assumption that in order to gain your way, something must be subtracted from
the other party’s way. This myth of the fixed pie is a purely distributive approach
to negotiation. The whole concept of integrative negotiation is based on the
premise that the pie can sometimes be expanded or utilized to the maximum ad-
vantage of all parties, not just one.

Second, because parties to negotiations often begin by stating extreme de-
mands, the possibility of escalating commitment is high. That is, once demands
have been stated, people become committed to them and are reluctant to back
down. Concerns for protecting one’s ego and saving face may lead to nonra-
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THIRD-PARTY ROLES IN NEGOTIATION
Negotiation may sometimes be accomplished through the intervention of third
parties, such as when stalemates occur and matters appear unresolvable under
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What Is Motivation?
If asked to identify a major concern or problem at work, a manager is very likely
to cite “motivational” need to do something that will encourage people to work
harder to do “what I want.” Formally defined, motivation refers to the individ-
ual forces that account for the direction, level, and persistence of a person’s ef-
fort expended at work. Direction refers to an individual’s choice when presented
with a number of possible alternatives (e.g., whether to exert effort toward prod-
uct quality or toward product quantity). Level refers to the amount of effort a
person puts forth (e.g., a lot or a little). Persistence refers to the length of time a
person sticks with a given action (e.g., to try to achieve product quantity and
give up when it is found difficult to attain).

REINFORCEMENT, CONTENT, AND PROCESS THEORIES
The theories of motivation can be divided into three broad categories.1 Rein-
forcement theories emphasize the linkage between individual behavior and
some specific outcomes to show how managers can alter the direction, level, or
persistence of individual actions. They focus on the observable rather than what
is inside an employee’s head. Thus, reinforcement views place a premium on
observing individuals to see which work-related outcomes are highly valued. By
altering when, where, how, and why some types of rewards are given, the man-
ager can change the apparent motivation of employees by providing a system-
atic set of consequences to shape behavior. Content theories focus primarily
on individual needs—the physiological or psychological deficiencies that we feel
a compulsion to reduce or eliminate. These theories suggest that the manager’s
job is to create a work environment that responds positively to individual needs.
They help to explain how poor performance, undesirable behaviors, low satis-
faction, and the like can be caused by “blocked” needs or needs that are not sat-
isfied on the job. Process theories focus on the thought or cognitive processes
that take place within the minds of people and that influence their behavior.
Whereas a content approach may identify job security as an important need for
an individual, a process approach probes further to identify why the person be-
haves in particular ways relative to available rewards and work opportunities.
Ultimately, we use the insights of three sets of theories to offer an integrated
view of motivational dynamics that should be useful in any work setting.2

MOTIVATION ACROSS CULTURES
Before we examine the motivation theories in detail, an important caveat is in
order. Motivation is a key concern in firms across the globe. However, North

Motivation refers to

forces within an individual

that account for the level, di-

rection, and persistence of

effort expended at work.

Reinforcement theories

emphasize the means

through which operant con-

ditioning takes place.

Content theories profile

different needs that may mo-

tivate individual behavior.

Process theories seek to

understand the thought pro-

cesses that determine behav-

ior.

Section Three



American theories (and these are the only ones discussed in this section) are
subject to cultural limitations.3 The determinants of motivation and the best ways
to deal with it are likely to vary considerably across Asia, South America, Eastern
Europe, and Africa. Individual values and attitudes—both important aspects of
motivation—have strong cultural foundations. What proves “motivational” as a
reward in one culture, for example, might not work in another. We should be
sensitive to these issues and avoid being parochial or ethnocentric by assuming
that people in all cultures are motivated by the same things in the same ways.4

Reinforcement 
In OB, reinforcement has a very specific meaning that has its origin in some clas-
sic studies in psychology.5 Reinforcement is the administration of a conse-
quence as a result of a behavior. Managing reinforcement properly can change
the direction, level, and persistence of an individual’s behavior. To understand
this idea, we need to review some of the concepts on conditioning and rein-
forcement you learned in your basic psychology course. We will then move on
to applications.

CLASSICAL AND OPERANT CONDITIONING 
Recall that Ivan Pavlov studied classical conditioning. Classical conditioning is
a form of learning through association that involves the manipulation of stimuli
to influence behavior. The Russian psychologist “taught” dogs to salivate at the
sound of a bell by ringing the bell when feeding the dogs. The sight of the food
naturally caused the dogs to salivate. Eventually, the dogs “learned” to associate
the bell ringing with the presentation of meat and to salivate at the ringing of the
bell alone. Such “learning” through association is so common in organizations
that it is often ignored until it causes considerable confusion. Take a look at 
Figure 3.1. The key is to understand a stimulus and a conditioned stimulus. A
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stimulus is something that incites action and draws forth a response (the meat
for the dogs). The trick is to associate one neutral potential stimulus (the bell
ringing) with another initial stimulus that already affects behavior (the meat).
The once-neutral stimulus is called a conditioned stimulus when it affects behav-
ior in the same way as the initial stimulus. In Figure 3.1, the boss’s smiling be-
comes a conditioned stimulus because of its linkage to his criticisms.

Operant conditioning, popularized by B. F. Skinner, is an extension of the
classical case to much more practical affairs.6 It includes more than just a stimulus
and a response behavior. Operant conditioning is the process of controlling
behavior by manipulating its consequences. Classical and operant conditioning
differ in two important ways. First, control in operant conditioning is via manip-
ulation of consequences. Second, operant conditioning calls for examining an-
tecedents, behavior, and consequences. The antecedent is the condition leading
up to or “cueing” behavior. For example, in Figure 3.1, an agreement between
the boss and the employee to work overtime as needed is an antecedent. If the
employee works overtime, this would be the behavior while the consequence
would be the boss’s praise.

If a boss wants a behavior to be repeated, such as working overtime, she
must manipulate the consequences. The basis for manipulating consequences is
E. L. Thorndike’s law of effect.7 The law of effect is simple but powerful: be-
havior that results in a pleasant outcome is likely to be repeated while behavior
that results in an unpleasant outcome is not likely to be repeated. The implica-
tions of this law are rather straightforward. If, as a supervisor, you want more of
a behavior, you must make the consequences for the individual positive.

Note that the emphasis is on consequences that can be manipulated rather
than on consequences inherent in the behavior itself. OB research often empha-
sizes specific types of rewards that are considered by the reinforcement perspec-
tive to influence individual behavior. Extrinsic rewards are positively valued
work outcomes that are given to the individual by some other person. They are
important external reinforcers or environmental consequences that can substan-
tially influence a person’s work behaviors through the law of effect. Figure 3.2
presents a sample of extrinsic rewards that managers can allocate to their subor-
dinates.8 Some of these rewards are contrived, or planned, rewards that have di-
rect costs and budgetary implications. Examples are pay increases and cash
bonuses. A second category includes natural rewards that have no cost other
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than the manager’s personal time and efforts. Examples are verbal praise and
recognition in the workplace.

REINFORCEMENT STRATEGIES
We now bring the notions of classical conditioning, operant conditioning, rein-
forcement, and extrinsic rewards together to show how the direction, level, and
persistence of individual behavior can be changed. This combination is called
“OB Mod” after its longer title of organization behavior modification. OB
Mod is the systematic reinforcement of desirable work behavior and the nonre-
inforcement or punishment of unwanted work behavior. OB Mod includes four
basic reinforcement strategies: positive reinforcement, negative reinforcement (or
avoidance), punishment, and extinction.9

Positive Reinforcement B. F. Skinner and his followers advocate positive
reinforcement—the administration of positive consequences that tend to in-
crease the likelihood of repeating the desirable behavior in similar settings. For
example, a Texas Instruments manager nods to a subordinate to express ap-
proval after she makes a useful comment during a sales meeting. Obviously, the
boss wants more useful comments. Later, the subordinate makes another useful
comment, just as the boss hoped she would.

To begin using a strategy of positive reinforcement, we need to be aware
that positive reinforcers and rewards are not necessarily the same. Recognition,
for example, is both a reward and a potential positive reinforcer. Recognition be-
comes a positive reinforcer only if a person’s performance later improves. Some-
times, rewards turn out not to be positive reinforcers. For example, a supervisor
at Boeing might praise a subordinate in front of other group members for finding
errors in a report. If the group members then give the worker the silent treatment,
however, the worker may stop looking for errors in the future. In this case, the
supervisor’s “reward” does not serve as a positive reinforcer.

To have maximum reinforcement value, a reward must be delivered only if
the desired behavior is exhibited. That is, the reward must be contingent on the
desired behavior. This principle is known as the law of contingent reinforce-
ment. In the previous Texas Instruments example, the supervisor’s praise was
contingent on the subordinate’s making constructive comments. Finally, the re-
ward must be given as soon as possible after the desired behavior. This is known
as the law of immediate reinforcement.10 If the TI boss waited for the annual
performance review to praise the subordinate for providing constructive com-
ments, the law of immediate reinforcement would be violated.

Now that we have presented the general concepts, it is time to address two
important issues of implementation.11 First, what do you do if the behavior ap-
proximates what you want but is not exactly on target? Second, is it necessary to
provide reinforcement each and every time? These are issues of shaping and
scheduling, respectively.

Shaping If the desired behavior is specific in nature and is difficult to achieve,
a pattern of positive reinforcement, called shaping, can be used. Shaping is the
creation of a new behavior by the positive reinforcement of successive approxi-
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mations leading to the desired behavior. For example, new machine operators in
the Ford Motor casting operation in Ohio must learn a complex series of tasks in
pouring molten metal into the casting in order to avoid gaps, overfills, or
cracks.12 The molds are filled in a three-step process, with each step progres-
sively more difficult than its predecessor. Astute master craftspersons first show
neophytes how to pour the first step and give praise based on what they did
right. As the apprentices gain experience, they are given praise only when all of
the elements of the first step are completed successfully. Once the apprentices
have mastered the first step, they progress to the second. Reinforcement is given
only when the entire first step and an aspect of the second step are completed
successfully. Over time, apprentices learn all three steps and are given contin-
gent positive rewards immediately for a complete casting that has no cracks or
gaps. In this way, behavior is shaped gradually rather than changed all at once.

Scheduling Positive Reinforcement Positive reinforcement can be given accord-
ing to either continuous or intermittent schedules. Continuous reinforcement
administers a reward each time a desired behavior occurs. Intermittent rein-
forcement rewards behavior only periodically. These alternatives are important
because the two schedules may have very different impacts on behavior. In gen-
eral, continuous reinforcement elicits a desired behavior more quickly than does 
intermittent reinforcement. Thus, in the initial training of the apprentice casters,
continuous reinforcement would be important. At the same time, continuous re-
inforcement is more costly in the consumption of rewards and is more easily ex-
tinguished when reinforcement is no longer present. In contrast, behavior ac-
quired under intermittent reinforcement lasts longer upon the discontinuance of
reinforcement than does behavior acquired under continuous reinforcement. In
other words, it is more resistant to extinction. Thus, as the apprentices master an
aspect of the pouring, the schedule is switched from continuous to intermittent
reinforcement.

As shown in Figure 3.3, intermittent reinforcement can be given according to
fixed or variable schedules. Variable schedules typically result in more consistent
patterns of desired behavior than do fixed reinforcement schedules. Fixed inter-
val schedules provide rewards at the first appearance of a behavior after a given
time has elapsed. Fixed ratio schedules result in a reward each time a certain
number of the behaviors have occurred. A variable interval schedule rewards be-
havior at random times, while a variable ratio schedule rewards behavior after a
random number of occurrences. For example, as the apprentices perfect their
technique for a stage of pouring castings, the astute masters switch to a variable
ratio reinforcement.

Let’s look at an example from Drankenfeld Colors, Washington, Pennsylva-
nia, with 250 employees. The absentee rate of these employees was very low,
and in a recent year 44 percent of the employees had perfect attendance records.
The firm wanted to use positive reinforcement to showcase perfect attendance,
even though attendance was already so positive. Consequently, it gave monetary
awards of $50 for perfect attendance at 6 and 12 months, with a $25 bonus for a
full year of perfect attendance. In addition, the firm entered employees with per-
fect attendance into a sweepstakes drawing at special award banquets. The win-
ners received an all-expense-paid trip for two to a resort. Perfect attendance in-
creased from 44 percent to 62 percent in the program’s first year.13
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Let’s consider what kind of reinforcement scheduling was used in this pro-
gram. A strong argument can be made that a fixed ratio schedule was used, in
conjunction with a variable ratio schedule. The first schedule rewarded atten-
dance behaviors occurring within 6 months and 12 months, or the specific num-
ber of workday attendance occurring within these periods. Thus, for each period
during which a perfect number of attendance days occurred, a person received
an award—a fixed ratio schedule one.

The second schedule focuses on eligibility for the drawing. It is a variable ra-
tio because a random number of perfect attendance days must pass before a
specific employee receives a trip. Maintaining perfect attendance to qualify for
the drawing is similar to playing a slot machine. In this variable ratio system,
players keep putting coins in the machines because they don’t have any idea
when they will hit the jackpot.14 Lotteries similar to Drankenfeld’s have been
used by firms as different as new car dealerships and New York Life Insurance.15

Negative Reinforcement (Avoidance) A second reinforcement strategy used
in OB Mod is negative reinforcement or avoidance—the withdrawal of nega-
tive consequences, which tends to increase the likelihood of repeating the desir-
able behavior in similar settings. For example, a manager at McDonald’s regu-
larly nags a worker about his poor performance and then stops nagging when
the worker does not fall behind one day. We need to focus on two aspects here:
the negative consequences followed by the withdrawal of these consequences
when desirable behavior occurs. The term negative reinforcement comes from
this withdrawal of the negative consequences. This strategy is also sometimes
called avoidance because its intent is for the person to avoid the negative conse-
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quence by performing the desired behavior. For instance, we stop at a red light
to avoid a traffic ticket or a worker who prefers the day shift is allowed to return
to that shift if she performs well on the night shift.

Punishment A third OB Mod strategy is punishment. Unlike positive rein-
forcement and negative reinforcement, punishment is not intended to encourage
positive behavior but to discourage negative behavior. Formally defined, pun-
ishment is the administration of negative consequences or the withdrawal of
positive consequences that tend to reduce the likelihood of repeating the behav-
ior in similar settings. The first type of punishment is illustrated by a Burger King
manager who assigns a tardy worker to an unpleasant job, such as cleaning the
restrooms. An example of withdrawing positive consequences is a Burger King
manager who docks the employee’s pay when she is tardy.

Some scholarly work illustrates the importance of punishment by showing
that punishment administered for poor performance leads to enhanced perfor-
mance without a significant effect on satisfaction. However, punishment seen by
the workers as arbitrary and capricious leads to very low satisfaction, as well as
low performance.16 Thus, punishment can be handled poorly, or it can be han-
dled well. Of course, the manager’s challenge is to know when to use this strat-
egy and how to use it correctly.

Finally, punishment may be offset by positive reinforcement received from
another source. It is possible for a worker to be reinforced by peers at the same
time that the worker is receiving punishment from the manager. Sometimes the
positive value of such peer support is so great that the individual chooses to put
up with the punishment. Thus, the undesirable behavior continues. As many
times as a experienced worker may be verbally reprimanded by a supervisor for
playing jokes on new employees, for example, the “grins” offered by other
workers may well justify continuation of the jokes in the future.

Does all of this mean that punishment should never be administered? Of
course not. The important things to remember are to administer punishment se-
lectively and then to do it right.

Extinction The final OB Mod reinforcement strategy is extinction—the with-
drawal of the reinforcing consequences for a given behavior. For example, Jack
is often late for work, and his co-workers cover for him (positive reinforcement).
The manager instructs Jack’s co-workers to stop covering for him, withdrawing
the reinforcing consequences. The manager has deliberately used extinction to
get rid of an undesirable behavior. This strategy decreases the frequency of or
weakens the behavior. The behavior is not “unlearned”; it simply is not exhib-
ited. Since the behavior is no longer reinforced, it will reappear if reinforced
again. Whereas positive reinforcement seeks to establish and maintain desirable
work behavior, extinction is intended to weaken and eliminate undesirable be-
havior.

Summary of Reinforcement Strategies Figure 3.4 summarizes and illustrates
the use of each OB Mod strategy. They are all designed to direct work behavior
toward practices desired by management. Both positive and negative reinforce-
ment are used to strengthen the desirable behavior of improving work quality
when it occurs. Punishment is used to weaken the undesirable behavior of high
error rate and involves either administering negative consequences or withdraw-
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ing positive consequences. Similarly, extinction is used deliberately to weaken
the undesirable high error rate behavior when it occurs. Note also, however, that
extinction is used inadvertently to weaken the desirable low error rate behavior.
Finally, these strategies may be used in combination as well as independently.

REINFORCEMENT PERSPECTIVES: USAGE AND ETHICAL ISSUES 
The effective use of reinforcement strategies can help manage human behavior
at work. Testimony to this effect is found in the application of these strategies in
many large firms, such as General Electric and B. F. Goodrich, and even in small
firms, such as Mid-America Building Maintenance. Mid-America, a janitorial ser-
vices firm in Wichita, Kansas, provides an incentive program to employees who
work 90 consecutive workdays without an absence.17 Reinforcement strategies
are also supported by the growing number of consulting firms that specialize in
reinforcement techniques.

Managerial use of these approaches is not without criticism, however. For
example, some reports on the “success” of specific programs involve isolated
cases that have been analyzed without the benefit of scientific research designs.
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It is hard to conclude definitively whether the observed results were caused by
reinforcement dynamics. In fact, one critic argues that the improved perfor-
mance may well have occurred only because of the goal setting involved—that
is, because specific performance goals were clarified, and workers were individ-
ually held accountable for their accomplishment.18

Another major criticism rests with the potential value dilemmas associated
with using reinforcement to influence human behavior at work. For example,
some critics maintain that the systematic use of reinforcement strategies leads to
a demeaning and dehumanizing view of people that stunts human growth and
development.19 A related criticism is that managers abuse the power of their po-
sition and knowledge by exerting external control over individual behavior. Ad-
vocates of the reinforcement approach attack the problem head on: They agree
that behavior modification involves the control of behavior, but they also argue
that behavior control is an irrevocable part of every manager’s job. The real
question is how to ensure that any manipulation is done in a positive and con-
structive fashion.20

Content Theories of Motivation
Content theories, as noted earlier, suggest that motivation results from the indi-
vidual’s attempts to satisfy needs. Four of the better known content theories
have been proposed by Abraham Maslow, Clayton Alderfer, David McClelland,
and Frederick Herzberg. Each of these scholars offers a slightly different view of
the needs individuals may bring with them to work.

HIERARCHY OF NEEDS THEORY
Abraham Maslow’s hierarchy of needs theory, as shown in Figure 3.5, identi-
fies five distinct levels of individual needs: from self-actualization and esteem, at
the top, to social, safety, and physiological at the bottom.21 Maslow assumes that
some needs are more important than others and must be satisfied before the
other needs can serve as motivators. For example, physiological needs must be
satisfied before safety needs are activated, safety needs must be satisfied before
social needs are activated, and so on.

Maslow’s view is quite popular in U.S. firms because it appears easily imple-
mented. Unfortunately, however, research evidence fails to support the existence
of a precise five-step hierarchy of needs. The needs more likely operate in a
flexible hierarchy. Some research suggests that higher order needs (esteem
and self-actualization) tend to become more important than lower order needs
(psychological, safety, and social) as individuals move up the corporate ladder.22

Other studies report that needs vary according to a person’s career stage, the size
of the organization, and even geographical location.23 There is also no consistent
evidence that the satisfaction of a need at one level decreases its importance and
increases the importance of the next higher need.24 Finally, when the hierarchy
of needs is examined across cultures, values such as those discussed in Section 2
become important.25 For instance, social needs tend to dominate in more collec-
tivist societies, such as Mexico and Pakistan.26
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ERG THEORY
Clayton Alderfer’s ERG theory is also based on needs but differs from Maslow’s
theory in three basic respects.27 First, the theory collapses Maslow’s five need
categories into three: existence needs—desire for physiological and material
well-being; relatedness needs—desire for satisfying interpersonal relationships;
and growth needs—desire for continued personal growth and development.
Second, whereas Maslow’s theory argues that individuals progress up the
“needs” hierarchy, ERG theory emphasizes a unique frustration-regression com-
ponent. An already satisfied lower level need can become activated when a
higher level need cannot be satisfied. Thus, if a person is continually frustrated
in his or her attempts to satisfy growth needs, relatedness needs can again sur-
face as key motivators. Third, unlike Maslow’s theory, ERG theory contends that
more than one need may be activated at the same time.

Even though more research is needed to shed more light on its validity, the
supporting evidence on ERG theory is encouraging.28 In particular, the theory’s
allowance for regression back to lower level needs is a valuable contribution to
our thinking. It may help to explain why in some settings, for example, workers’
complaints focus on wages, benefits, and working conditions—things relating to
existence needs. Although these needs are important, their importance may be
exaggerated because the workers’ jobs cannot otherwise satisfy relatedness and

156 ■ Organizational Behavior

Esteem

Need for esteem of others; respect, prestige,
recognition, need for self-esteem, personal
sense of competence, mastery.

Social

Need for love, affection, sense of 
belongingness in one’s relationships
with other persons.

Safety

Need for security, protection, and 
stability in the physical and inter-
personal events of day-to-day life.

Physiological

Most basic of all human needs; 
need for biological maintenance; need 
for food, water, and sustenance.

Self-Actualization

Highest need level; need to fulfill oneself;
to grow and use abilities to fullest
and most creative extent.

HIGHER ORDER NEEDS

LOWER ORDER NEEDS

Figure 3.5
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growth needs. ERG theory thus offers a more flexible approach to understanding
human needs than does Maslow’s strict hierarchy.

ACQUIRED NEEDS THEORY
In the late 1940s, psychologist David I. McClelland and his co-workers began ex-
perimenting with the Thematic Apperception Test (TAT) as a way of measuring
human needs.29 The TAT is a projective technique that asks people to view pic-
tures and write stories about what they see. In one case, McClelland showed three
executives a photograph of a man sitting down and looking at family photos ar-
ranged on his work desk. One executive wrote of an engineer who was day-
dreaming about a family outing scheduled for the next day. Another described a
designer who had picked up an idea for a new gadget from remarks made by his
family. The third described an engineer who was intently working on a bridge-
stress problem that he seemed sure to solve because of his confident look.30 Mc-
Clelland identified three themes in these TAT stories, with each corresponding to
an underlying need that he believes is important for understanding individual be-
havior. These needs are (1) need for achievement (nAch)—the desire to do
something better or more efficiently, to solve problems, or to master complex
tasks; (2) need for affiliation (nAff)—the desire to establish and maintain
friendly and warm relations with others; and (3) need for power (nPower)—the
desire to control others, to influence their behavior, or to be responsible for others.

McClelland posits that these three needs are acquired over time, as a result
of life experiences. He encourages managers to learn how to identify the pres-
ence of nAch, nAff, and nPower in themselves and in others and to be able to
create work environments that are responsive to the respective need profiles.

The theory is particularly useful because each need can be linked with a set of
work preferences. A high-need achiever will prefer individual responsibilities,
challenging goals, and performance feedback. A high-need affiliator is drawn to
interpersonal relationships and opportunities for communication. The high need-
for-power type seeks influence over others and likes attention and recognition. If
these needs are truly acquired, it may be possible to acquaint people with the
need profiles required to succeed in various types of jobs. For instance, McClel-
land found that the combination of a moderate to high need for power and a
lower need for affiliation is linked with senior executive success. High nPower cre-
ates the willingness to have influence or impact on others; lower nAff allows the
manager to make difficult decisions without undue worry over being disliked.31

Research lends considerable insight into nAch in particular and includes
some especially interesting applications in developing nations. For example, Mc-
Clelland trained businesspeople in Kakinda, India, to think, talk, and act like
high achievers by having them write stories about achievement and participate
in a business game that encouraged achievement. The businesspeople also met
with successful entrepreneurs and learned how to set challenging goals for their
own businesses. Over a two-year period following these activities, the partici-
pants from the Kakinda study engaged in activities that created twice as many
new jobs as those who hadn’t received the training.32

TWO-FACTOR THEORY
Frederick Herzberg took a different approach to examining motivation. He sim-
ply asked workers to report the times they felt exceptionally good about their
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jobs and the times they felt exceptionally bad about them.33 As shown in Figure
3.6, Herzberg and his associates noted that the respondents identified somewhat
different things when they felt good or bad about their jobs. From this study they
developed the two-factor theory, also known as the motivator-hygiene theory,
which portrays different factors as primary causes of job satisfaction and job dis-
satisfaction.

According to this theory, hygiene factors are sources of job dissatisfaction.
These factors are associated with the job context or work setting; that is, they re-
late more to the environment in which people work than to the nature of the
work itself. Among the hygiene factors shown on the left in Figure 3.6 perhaps
the most surprising is salary. Herzberg found that low salary makes people dis-
satisfied, but that paying them more does not necessarily satisfy or motivate
them. In the two-factor theory, job satisfaction and job dissatisfaction are totally
separate dimensions. Therefore, improving a hygiene factor, such as working
conditions, will not make people satisfied with their work; it will only prevent
them from being dissatisfied.

To improve job satisfaction, the theory directs attention to an entirely differ-
ent set of factors—the motivator factors shown on the right in Figure 3.6. These
factors are related to job content—what people actually do in their work. Adding
these satisfiers or motivators to people’s jobs is Herzberg’s link to performance.
These factors include sense of achievement, recognition, and responsibility.

According to Herzberg, when these opportunities are not available, low job
satisfaction causes a lack of motivation and performance suffers. He suggests the
technique of job enrichment as a way of building satisfiers into job content. For
now, the notion is well summarized in this statement by Herzberg: “If you want
people to do a good job, give them a good job to do.”34

OB scholars continue to debate the merits of the two-factor theory and its
applications.35 Many are unable to confirm the theory. Many criticize it as being
method bound. This is a serious criticism, for the scientific approach requires
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that theories be verifiable under different research methods. Furthermore, this
theory, just like the other content theories, fails to account for individual differ-
ences, to link motivation and needs to both satisfaction and performance, or to
consider cultural and professional differences.36

The content theories remain popular in management circles because of their
simplicity and the direct apparent linkage from needs to behavior. At the same
time, none of the theories links needs directly to motivated behavior desired by
the manager. Rather, managers just misinterpret the theories and often inappro-
priately assume that they know the needs of their subordinates. Thus, we advise
extreme care in simplistic application of content theories. We will return to these
theories when we incorporate satisfaction into the discussion of motivation.

Process Theories
The various content theories emphasize the “what” aspects of motivation. That
is, they tend to look for ways to improve motivation by dealing with activated or
deprived needs. They do not delve formally into the thought processes through
which people choose one action over another in the workplace. Process theories
focus on thought processes. Although there are many process theories, we will
concentrate on equity and expectancy theory.

EQUITY THEORY
Equity theory is based on the phenomenon of social comparison and is best
applied to the workplace through the writing of J.
Stacy Adams.37 Adams argues that when people
gauge the fairness of their work outcomes relative to
others, any perceived inequity is a motivating state
of mind. Perceived inequity occurs when someone
believes that the rewards received for their work
contributions compare unfavorably to the rewards
other people appear to have received for their work.
When such perceived inequity exists, the theory
states that people will be motivated to act in ways
that remove the discomfort and restore a sense of
felt equity.

Felt negative inequity exists when an individual
feels that he or she has received relatively less than
others have in proportion to work inputs. Felt posi-
tive inequity exists when an individual feels that he
or she has received relatively more than others have.
When either feeling exists, the individual will likely
engage in one or more of the following behaviors to
restore a sense of equity.

• Change work inputs (e.g., reduce performance efforts).

• Change the outcomes (rewards) received (e.g., ask for a raise).
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• Leave the situation (e.g., quit).

• Change the comparison points (e.g., compare self to a different co-worker).

• Psychologically distort the comparisons (e.g., rationalize that the inequity is
only temporary and will be resolved in the future).

• Take actions to change the inputs or outputs of the comparison person (e.g.,
get a co-worker to accept more work).

The equity comparison intervenes between the allocation of rewards and the ul-
timate impact on the recipients. What may seem fair and equitable to a group
leader, for example, might be perceived as unfair and inequitable by a team
member after comparisons are made with other teammates. Furthermore, such
feelings of inequity are determined solely by the individual’s interpretation of the
situation. It is not the reward-giver’s intentions that count, but it is how the re-
cipient perceives the reward that will determine actual motivational outcomes.

Research indicates that people who feel they are overpaid (perceived posi-
tive inequity) increase the quantity or quality of their work, whereas those who
feel they are underpaid (perceived negative inequity) decrease the quantity or
quality of their work.38 The research is most conclusive with respect to felt nega-
tive inequity. It appears that people are less comfortable when they are underre-
warded than when they are overrewarded. Such results, however, are particu-
larly tied to individualistic cultures in which self-interests tend to govern social
comparisons. In more collectivist cultures, such as those of many Asian coun-
tries, the concern often runs more for equality than equity. This allows for soli-
darity with the group and helps to maintain harmony in social relationships.39

EXPECTANCY THEORY
Victor Vroom’s expectancy theory posits that motivation is a result of a rational
calculation.40 A person is motivated to the degree that he or she believes that (1)
effort will yield acceptable performance, (2) performance will be rewarded, and
(3) the value of the rewards is highly positive. The interactive combination of all
three influences motivation. (See Figure 3.7.) Thus, some key concepts are de-
fined in terms of probabilities.

• The probability assigned by an individual that work effort will be followed
by a given level of achieved task performance is called expectancy. Ex-
pectancy would equal 0 if the person felt it were impossible to achieve the
given performance level; it would equal 1 if a person were 100 percent cer-
tain that the performance could be achieved.

• Instrumentality is the probability assigned by the individual that a given
level of achieved task performance will lead to various work outcomes. In-
strumentality also varies from 0 to 1. (Strictly speaking, Vroom’s treatment of
instrumentality would allow it to vary from –1 to +1. We use the probability
definition here and the 0 to +1 range for pedagogical purposes; it is consis-
tent with the instrumentality notion.)

• Valence is the value attached by the individual to various work outcomes. 
Valences form a scale from –1 (very undesirable outcome) to +1 (very desir-
able outcome). Vroom posits that motivation (M), expectancy (E ), instrumen-
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tality (I ), and valence (V ) are related to one another by the equation: M =
(E ) × (I ) × (V ). This multiplier effect means that the motivational appeal of 
a given work path is sharply reduced whenever any one or more of these
factors approaches the value of zero. Conversely, for a given reward to have
a high and positive motivational impact as a work outcome, the expectancy,
instrumentality, and valence associated with the reward all must be high and
positive.

Suppose that a manager is wondering whether or not the prospect of earning a
merit raise will be motivational to an employee. Expectancy theory predicts that
motivation to work hard to earn the merit pay will be low if expectancy is low—
a person feels that he or she cannot achieve the necessary performance level.
Motivation will also be low if instrumentality is low—the person is not confident
a high level of task performance will result in a high merit pay raise. Motivation
will also be low if valence is low—the person places little value on a merit pay
increase. And motivation will be low if any combination of these exists. Thus,
the multiplier effect requires managers to act to maximize expectancy, instru-
mentality, and valence when seeking to create high levels of work motivation. A
zero at any location on the right side of the expectancy equation will result in
zero motivation.

Expectancy logic argues that a manager must try to intervene actively in
work situations to maximize work expectancies, instrumentalities, and valences
that support organizational objectives.41 To influence expectancies, managers
should select people with proper abilities, train them well, support them with
needed resources, and identify clear performance goals. To influence instrumen-
tality, managers should clarify performance–reward relationships and confirm
these relationships when rewards are actually given for performance accom-
plishments. To influence valences, managers should identify the needs that are
important to each individual and then try to adjust available rewards to match
these needs.

A great deal of research on expectancy theory has been conducted, and re-
view articles are available.42 Although the theory has received substantial sup-
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port, specific details, such as the operation of the
multiplier effect, remain subject to some question.
One of the more popular modifications of Vroom’s
original version of the theory distinguishes between
work outcomes for calculating valence.43 Re-
searchers have separated extrinsic rewards—posi-
tively valued work outcomes given to the individual
by some other person—from intrinsic rewards (see
The Effective Manager 3.2). Intrinsic rewards are
positively valued work outcomes that the individual
receives directly as a result of task performance. A
feeling of achievement after accomplishing a partic-
ularly challenging task is an example.

Expectancy theory does not specify exactly
which rewards will motivate particular groups of
workers. In this sense, the theory allows for the fact
that the rewards and their link with performance are
likely to be seen as quite different in different cul-
tures. It helps to explain some apparently counterin-
tuitive findings. For example, a pay raise motivated
one group of Mexican workers to work fewer hours.
They wanted a certain amount of money in order to
enjoy things other than work rather than just more
money. A Japanese sales representative’s promotion
to manager of a U.S. company adversely affected his

performance. His superiors did not realize that the promotion embarrassed him
and distanced him from his colleagues.44

Integrating The Motivation Theories
As you can see rewards, needs, cognitions, satisfaction, and performance are all
integral to the discussion of motivation. Understanding the linkage between sat-
isfaction and performance will help integrate all the views we have discussed.

JOB SATISFACTION
Formally defined, job satisfaction is the degree to which individuals feel posi-
tively or negatively about their jobs. It is an attitude or emotional response to
one’s tasks as well as to the physical and social conditions of the workplace. At
first glance, and from the perspective of Herzberg’s two-factor theory, some as-
pects of job satisfaction should be motivational and lead to positive employment
relationships and high levels of individual job performance. But as we will dis-
cuss, the issues are more complicated than this conclusion suggests.

On a daily basis, managers must be able to infer the job satisfaction of others
by careful observation and interpretation of what they say and do while going
about their jobs. Sometimes, it is also useful to examine more formally the levels
of job satisfaction among groups of workers, especially through formal inter-
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views or questionnaires. Increasingly, other methods are being used as well such
as focus groups and computer-based attitude surveys.45

Among the many available job satisfaction questionnaires that have been
used over the years, two popular ones are the Minnesota Satisfaction Question-
naire (MSQ) and the Job Descriptive Index (JDI).46 Both address aspects of satis-
faction with which good managers should be concerned for the people reporting
to them. For example, the MSQ measures satisfaction with working conditions,
chances for advancement, freedom to use one’s own judgment, praise for doing
a good job, and feelings of accomplishment, among others. The five facets of job
satisfaction measured by the JDI are:

• The work itself—responsibility, interest, and growth.

• Quality of supervision—technical help and social support.

• Relationships with co-workers—social harmony and respect.

• Promotion opportunities—chances for further advancement.

• Pay—adequacy of pay and perceived equity vis-à-vis others.

JOB SATISFACTION, RETENTION AND PERFORMANCE
The importance of job satisfaction can be viewed in the context of two decisions
people make about their work. The first is the decision to belong—that is, to join
and remain a member of an organization. The second is the decision to per-
form—that is, to work hard in pursuit of high levels of task performance. Not ev-
eryone who belongs to an organization performs up to expectations.

The decision to belong concerns an individual’s attendance and longevity at
work. In this sense, job satisfaction influences absenteeism, or the failure of peo-
ple to attend work. In general, workers who are satisfied with the job itself have
more regular attendance and are less likely to be absent for unexplained reasons
than are dissatisfied workers. Job satisfaction can also affect turnover, or deci-
sions by people to terminate their employment. Simply put, dissatisfied workers
are more likely than satisfied workers to quit their jobs.47

What is the relationship between job satisfaction and performance? There is
considerable debate on this issue, with three alternative points of view evident:
(1) satisfaction causes performance, (2) performance causes satisfaction, and (3)
rewards cause both performance and satisfaction.48

Argument: Satisfaction Causes Performance If job satisfaction causes high
levels of performance, the message to managers is quite simple: To increase em-
ployees’ work performance, make them happy. Research, however, indicates
that no simple and direct link exists between individual job satisfaction at one
point in time and work performance at a later point. This conclusion is widely
recognized among OB scholars, even though some evidence suggests that the
relationship holds better for professional or higher level employees than for non-
professionals or those at lower job levels. Job satisfaction alone is not a consis-
tent predictor of individual work performance.

Argument: Performance Causes Satisfaction If high levels of performance
cause job satisfaction, the message to managers is quite different. Rather than fo-
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cusing first on peoples’ job satisfaction, attention should be given to helping
people achieve high performance; job satisfaction would be expected to follow.
Research indicates an empirical relationship between individual performance
measured at a certain time period and later job satisfaction. A basic model of this
relationship, based on the work of Edward E. Lawler and Lyman Porter, main-
tains that performance accomplishment leads to rewards that, in turn, lead to sat-
isfaction.49 In this model rewards are intervening variables; that is, they “link”
performance with later satisfaction. In addition, a moderator variable—perceived
equity of rewards—further affects the relationship. The moderator indicates that
performance will lead to satisfaction only if rewards are perceived as equitable.
If an individual feels that his or her performance is unfairly rewarded, the per-
formance–causes–satisfaction relationship will not hold.

Argument: Rewards Cause Both Satisfaction and Performance This final
argument in the job satisfaction–performance controversy is the most com-
pelling. It suggests that a proper allocation of rewards can positively influence
both performance and satisfaction. The key word in the previous sentence is
proper. Research indicates that people who receive high rewards report higher
job satisfaction. But research also indicates that performance-contingent rewards
influence a person’s work performance. In this case, the size and value of the re-
ward vary in proportion to the level of one’s performance accomplishment.
Large rewards are given for high performance; small or no rewards are given for
low performance. And whereas giving a low performer only small rewards ini-
tially may lead to dissatisfaction, the expectation is that the individual will make
efforts to improve performance in order to obtain greater rewards in the future.

The point is that managers should consider satisfaction and performance as
two separate but interrelated work results that are affected by the allocation of
rewards. Whereas job satisfaction alone is not a good predictor of work perfor-
mance, well-managed rewards can have a positive influence on both satisfaction
and performance.

INTEGRATED MODEL OF MOTIVATION
Figure 3.8 outlines the integrated view. Note that the figure has much in com-
mon with Vroom’s expectancy theory and the Porter–Lawler framework just dis-
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cussed.50 In the figure, job performance and satisfaction are separate, but poten-
tially interdependent, work results. Performance is influenced most directly by
individual attributes such as ability and experience, organizational support such
as resources and technology, and work effort—the point at which an individual’s
level of motivation comes directly to bear. Individual motivation directly deter-
mines work effort, and the key to motivation is the ability to create a work set-
ting that positively responds to individual needs and goals. Whether or not a
work setting proves motivational for a given individual depends on the availabil-
ity of rewards and their perceived value. Note also the importance of contingent
rewards, reflecting the law of contingent reinforcement. Recall also the impor-
tance of immediacy in rewarding.

The content theories enter the model as the guide to understanding individ-
ual attributes and identifying the needs that give motivational value to the possi-
ble rewards. When the individual experiences intrinsic rewards for work perfor-
mance, motivation will be directly and positively affected. Motivation can also
occur when job satisfactions result from either extrinsic or intrinsic rewards that
are felt to be equitably allocated. When felt negative inequity results, satisfaction
will be low and motivation will be reduced.

With this discussion of reinforcement, content, and process theories, you
should have a better understanding of motivation. Although it will always be dif-
ficult to motivate employees, the knowledge in this section should help you reach
toward higher performance and satisfaction. Finally, the integrating model rests
on cultural assumptions, so that the meaning of the concepts may be culturally
specific. The importance of various intrinsic and extrinsic rewards may well differ
across cultures, as may the aspects of performance that are highly valued.

Dynamics of Stress
The processes of change and innovation often create new and increased pres-
sures on the people involved. Stress must be understood as a state of tension
experienced by individuals facing extraordinary demands, constraints, or oppor-
tunities.51

SOURCES OF STRESS
Any look toward your career future in today’s dynamic times must include an
awareness that stress is something you, as well as others, are sure to encounter.52

Stressors are the wide variety of things that cause stress for individuals. Some
stressors can be traced directly to what people experience in the workplace,
whereas others derive from nonwork and personal factors.

Work-Related Stressors Without doubt work can be stressful, and job de-
mands can disrupt one’s work-life balance. A study of two-career couples, for
example, found some 43 percent of men and 34 percent of women reporting
that they worked more hours than they wanted to.53 We know that work-related
stress can come from many sources—from excessively high or low task de-
mands, role conflicts or ambiguities, poor interpersonal relations, or career
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progress that is either too slow or too fast. A list of common stressors includes
the following:

• Task demands—being asked to do too much or being asked to do too little.

• Role ambiguities—not knowing what one is expected to do or how work
performance is evaluated.

• Role conflicts—feeling unable to satisfy multiple, possibly conflicting, perfor-
mance expectations.

• Ethical dilemmas—being asked to do things that violate the law or personal
values.

• Interpersonal problems—experiencing bad relationships or working with oth-
ers who do not get along.

• Career developments—moving too fast and feeling stretched; moving too
slowly and feeling plateaued.

• Physical setting—being bothered by noise, lack of privacy, pollution, or other
unpleasant working conditions.

Nonwork and Personal Stressors A less obvious, though important, source
of stress for people at work is the “spillover” effect from forces in their nonwork
lives. Family events (e.g., the birth of a new child), economic difficulties (e.g.,
the sudden loss of a big investment), and personal affairs (e.g., a separation or
divorce) can all be extremely stressful. Since it is often difficult to completely
separate work and nonwork lives, stress of this nonwork sort can affect the way
people feel and behave on the job as well as away from it.

Another set of stressors includes personal factors, such as individual needs,
capabilities, and personality. Stress can reach a destructive state more quickly for
example, when experienced by highly emotional people or by those with low
self-esteem. People who perceive a good fit between job requirements and per-
sonal skills seem to have a higher tolerance for stress than do those who feel less
competent as a result of a person–job mismatch.54 Basic aspects of personality
are also important. The achievement orientation, impatience, and perfectionism
of individuals with Type A personalities, for example, often create stress for
them in work settings that others find relatively stress-free.55

STRESS AND PERFORMANCE
Stress isn’t always negative as an influence on our lives. It has two faces—one
positive and one negative.56 Constructive stress, or eustress, acts in a positive
way. Moderate levels of stress by prompting increased work effort, stimulating
creativity, and encouraging greater diligence. You may know such stress as the
tension that causes you to study hard before exams, pay attention, and complete
assignments on time in a difficult class. Destructive stress, or distress, is dys-
functional for both the individual and the organization. Too much stress can
overload and break down a person’s physical and mental systems resulting in
absenteeism, turnover, errors, accidents, dissatisfaction, reduced performance,
unethical behavior and even illness. Stanford scholar and consultant Jeffrey 
Pfeffer, for example, criticizes organizations that suffer from such excessive prac-
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tices for creating toxic workplaces.57 A toxic company
implicitly says to its employees: “We’re going to put
you in an environment where you have to work in a
style and at a pace that is not sustainable. We want
you to come in here and burn yourself out. Then
you can leave.”58

STRESS AND HEALTH
As is well known, stress can impact a person’s
health. It is a potential source of both anxiety and
frustration, which can harm the body’s physiological
and psychological well-being over time.59 Health
problems associated with stress include heart attack,
stroke, hypertension, migraine headache, ulcers,
substance abuse, overeating, depression, and muscle
aches. As noted in The Effective Manager 3.3, man-
agers and team leaders should be alert to signs of
excessive stress in themselves and their co-workers. Key symptoms to look for
are changes from normal patterns—changes from regular attendance to absen-
teeism, from punctuality to tardiness, from diligent work to careless work, from a
positive attitude to a negative attitude, from openness to change to resistance to
change, or from cooperation to hostility. 

STRESS MANAGEMENT
Stress prevention is the best first-line strategy in the battle against stress. It in-
volves taking action to keep stress from reaching destructive levels in the first
place. Personal and nonwork stressors must be recognized so that action can be
taken to prevent them from adverse impact. Persons with Type A personalities,
for example, may exercise self-discipline; supervisors of Type A employees may
try to model a lower key, more relaxed approach to work. Family problems may
be partially relieved by a change of work schedule; the anxiety caused by press-
ing family concerns may be reduced by simply knowing that your supervisor un-
derstands. 

Once stress has reached a destructive point, special techniques of stress
management can be implemented. This process begins with the recognition of
stress symptoms and continues with actions to maintain a positive performance
edge. The term wellness is increasingly used these days. Personal wellness in-
volves the pursuit of one’s physical and mental potential through a personal
health promotion program.60 The concept recognizes individual responsibility to
enhance and maintain wellness through a disciplined approach to physical and
mental health. It requires attention to such factors as smoking, weight, diet, alco-
hol use, and physical fitness. Organizations can benefit from commitments to
support personal wellness. A University of Michigan study indicates that firms
have saved up to $600 per year per employee by helping them to cut the risk of
significant health problems.61 Arnold Coleman, CEO of Healthy Outlook World-
wide, a health fitness consulting firm, states: “If I can save companies 5 to 20
percent a year in medical costs, they’ll listen. In the end you have a well com-
pany and that’s where the word ‘wellness’ comes from.”62
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Power
In OB, power is defined as the ability to get someone to do something you
want done or the ability to make things happen in the way you want them to.
We examined leadership as a key power mechanism to make things happen.
Now it is time to discusses other ways. The essence of power is control over the
behavior of others.1 Power is the force you use to make things happen in an in-
tended way, whereas influence is what you have when you exercise power,
and it is expressed by others’ behavioral response to your exercise of power.
Managers derive power from both organizational and individual sources. These
sources are called position power and personal power, respectively.2

POSITION POWER
Three bases of power are available to a manager solely as a result of his or her
position in the organization: reward, coercive, and legitimate power.

Reward power is the extent to which a manager can use extrinsic and in-
trinsic rewards to control other people. Examples of such rewards include
money, promotions, compliments, or enriched jobs. Although all managers have
some access to rewards, success in accessing and utilizing rewards to achieve in-
fluence varies according to the skills of the manager.

Power can also be founded on punishment instead of reward. For example,
a manager may threaten to withhold a pay raise, or to transfer, demote, or even
recommend the firing of a subordinate who does not act as desired. Such coer-
cive power is the extent to which a manager can deny desired rewards or ad-
minister punishments to control other people. The availability of coercive power
also varies from one organization and manager to another. The presence of
unions and organizational policies on employee treatment can weaken this
power base considerably.

The third base of “position” power is legitimate power, or formal author-
ity. It stems from the extent to which a manager can use subordinates’ internal-
ized values or beliefs that the “boss” has a “right of command” to control their
behavior. For example, the boss may have the formal authority to approve or
deny such employee requests as job transfers, equipment purchases, personal
time off, or overtime work. Legitimate power represents a special kind of power
a manager has because subordinates believe it is legitimate for a person occu-
pying the managerial position to have the right to command. If this legitimacy is
lost, authority will not be accepted by subordinates. Since legitimate power is
multifaceted and much of it may be “latent,” some additional discussion is re-
quired.
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One of the most important aspects of legitimacy is the access to and control
of information. Indeed, some observers believe that information power should
be listed as a separate source of power. In most organizations, the “right” to
know and use information is restricted and confined by a series of rules and reg-
ulations. For instance, in most firms an individual’s pay is not broadly known,
nor are engineering drawings typically allowed outside engineering. Marketing
plans may be “top secret,” as is the latest evaluation of the boss. The nominal
reason for controlling information is to protect the firm. The real reason is often
to allow information holders to increase their power.

Underpinning legitimacy in most organizations is an implicit moral and tech-
nical order. As we will note later in this section, from the crib to the school to the
corporation to retirement, individuals in our society are taught to obey “higher
authority.” In U.S. firms, “higher authority” means those close to the top of the
corporate pyramid. In other societies, “higher authority” does not have a bureau-
cratic or organizational reference but consists of those with moral authority such
as tribal chiefs, religious leaders, and the like. In firms, the legitimacy of those at
the top increasingly derives from their positions as representatives for various
constituencies. This is a technical or instrumental role, but many senior execu-
tives evoke social causes in their role as authority figures.

PERSONAL POWER
Personal power resides in the individual and is independent of that individual’s
position. Personal power is important in many well-managed firms. Three bases
of personal power are expertise, rational persuasion, and reference.

Expert power is the ability to control another person’s behavior through
the possession of knowledge, experience, or judgment that the other person
does not have but needs. A subordinate obeys a supervisor possessing expert
power because the boss ordinarily knows more about what is to be done or
how it is to be done than does the subordinate. Expert power is relative, not ab-
solute.

Rational persuasion is the ability to control another’s behavior because
through the individual’s efforts, the person accepts the desirability of an offered
goal and a reasonable way of achieving it. Much of what a supervisor does day
to day involves rational persuasion up, down, and across the organization. Ratio-
nal persuasion involves both explaining the desirability of expected outcomes
and showing how specific actions will achieve these outcomes. 

Referent power is the ability to control another’s behavior because the per-
son wants to identify with the power source. In this case, a subordinate obeys
the boss because he or she wants to behave, perceive, or believe as the boss
does. This obedience may occur, for example, because the subordinate likes the
boss personally and therefore tries to do things the way the boss wants them
done. In a sense, the subordinate attempts to avoid doing anything that would
interfere with the pleasing boss–subordinate relationship. A person’s referent
power can be enhanced when the individual taps into the moral order or shows
a clearer long-term path to a morally desirable end. In common language, indi-
viduals with the ability to tap into these more esoteric aspects of corporate life
have “charisma” and “the vision thing.” Followership is not based on what the
subordinate will get for specific actions or specific levels of performance, but on
what the individual represents—a path toward a loftier future.
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ACQUIRING AND USING POWER AND INFLUENCE
A considerable portion of any manager’s time is directed toward what is called
power-oriented behavior. Power-oriented behavior is action directed primarily at
developing or using relationships in which other people are to some degree will-
ing to defer to one’s wishes.3 Figure 4.1 shows three basic dimensions of power
and influence with which a manager will become involved in this regard: down-
ward, upward, and lateral. Also shown in the figure are some preliminary ideas
for achieving success along each of these dimensions.

The effective manager is one who succeeds in building and maintaining
high levels of both position and personal power over time. Only then is suffi-
cient power of the right types available when the manager needs to exercise in-
fluence on downward, lateral, and upward dimensions.

Building Position Power Position power can be enhanced when managers
are able to demonstrate to others that their work units are highly relevant to or-
ganizational goals and are able to respond to urgent organizational needs. To in-
crease centrality and criticality in the organization, managers may seek to acquire
a more central role in the work flow by having information filtered through
them, making at least part of their job responsibilities unique, expanding their
network of communication contacts, and occupying an office convenient to
main traffic flows.

Managers may also attempt to increase the relevance of their tasks and those
of their unit to the organization. There are many ways to do this. Executives may
attempt to become an internal coordinator within the firm or external represen-
tative. They may suggest their subordinates take on these roles, particularly
when the firm is downsizing. When the firm is in a dynamic setting of changing
technology, the executive may also move to provide unique services and infor-
mation to other units. This is particularly effective if the executive moves his unit
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into becoming involved with decisions central to the organization’s top-priority
goals. To expand their position, managers may also delegate routine activities,
expand the task variety and novelty for subordinates, initiate new ideas, and get
involved in new projects. We will have more to say about this matter when dis-
cussing empowerment.

There are also ways managers attempt to build influence that may or may
not have a positive effect on the organization. Managers may attempt to define
tasks so that they are difficult to evaluate, such as by creating an ambiguous job
description or developing a unique language for their work.

Building Personal Power Personal power arises from the personal character-
istics of the manager rather than from the location and other characteristics of his
or her position in the organization’s hierarchy of authority.

Three personal characteristics, expertise, political savvy, and likability, have
special potential for enhancing personal power in an organization. The most ob-
vious is building expertise. Additional expertise may be gained by advanced
training and education, participation in professional associations, and involve-
ment in the early stages of projects.

A somewhat less obvious way to increase personal power is to learn politi-
cal savvy—better ways to negotiate, persuade individuals, and understand the
goals and means they are most willing to accept. The novice believes that most
individuals are very much the same, see the same goals, and will accept much
the same paths toward these goals. The more astute individual recognizes im-
portant individual differences.

A manager’s reference power is increased by characteristics that enhance his
or her “likability” and create personal attraction in relationships with other peo-
ple. These include pleasant personality characteristics, agreeable behavior pat-
terns, and attractive personal appearance. The demonstration of sincere hard
work on behalf of task performance can also increase personal power by en-
hancing both expertise and reference. A person who is perceived to try hard
may be expected to know more about the job and thus be sought out for advice.
A person who tries hard is also likely to be respected for the attempt and may
even be depended on by others to maintain that effort.

Combined Building of Position and Personal Power From a purely analyti-
cal standpoint, most sources of power can be traced to position power or personal
power. However, many of the influential actions and behaviors are combinations
of position and personal power.

Most managers attempt to increase the visibility of their job performance by
(1) expanding the number of contacts they have with senior people, (2) making
oral presentations of written work, (3) participating in problem-solving task
forces, (4) sending out notices of accomplishment, and (5) generally seeking ad-
ditional opportunities to increase personal name recognition. Most managers
also recognize that, between superiors and subordinates, access to or control
over information is an important element. A boss may appear to expand his or
her expert power over a subordinate by not allowing the individual access to
critical information. Although the denial may appear to enhance the boss’s ex-
pert power, it may reduce the subordinate’s effectiveness. In a similar manner a
supervisor may also control access to key organizational decision makers. An 
individual’s ability to contact key persons informally can offset some of this dis-
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advantage. Furthermore, astute senior executives routinely develop “back chan-
nels” to lower-level individuals deep within the firm to offset the tendency of
bosses to control information and access.

Expert power is often relational and embedded within the organizational
context. Many important decisions are made outside formal channels and are
substantially influenced by key individuals with the requisite knowledge. By de-
veloping and using coalitions and networks, an individual may build on their ex-
pert power. Though coalitions and networks, an individual may alter the flow of
information and the context for analysis. By developing coalitions and networks,
executives also expand their access to information and their opportunities for
participation.

Executives also attempt to control, or at least influence, decision premises. A
decision premise is a basis for defining the problem and for selecting among al-
ternatives. By defining a problem in a manner that fits the executive’s expertise,
it is natural for that executive to be in charge of solving it. Thus, the executive
subtly shifts his or her position power.

Executives who want to increase their power often make their goals and
needs clear and bargain effectively to show that their preferred goals and needs
are best. They do not show their power base directly but instead provide clear
“rational persuasion” for their preferences. So the astute executive does not
threaten or attempt to evoke sanctions to build power. Instead, he or she com-
bines personal power with the position of the unit to enhance total power. As
the organizational context changes, different personal sources of power may be-
come more important alone and in combination with the individual’s position
power. So there is an art to building power.

TURNING POWER INTO RELATIONAL INFLUENCE
Using position and personal power well to achieve the desired influence over
other people is a challenge for most managers. Practically speaking, there are
many useful ways of exercising relational influence. The most common strategies
involve the following:4

Reason Using facts and data to support a logical argument.
Friendliness Using flattery, goodwill, and favorable impressions.
Coalition Using relationships with other people for support.
Bargaining Using the exchange of benefits as a basis for negotiation.
Assertiveness Using a direct and forceful personal approach.
Higher authority Gaining higher level support for one’s requests.
Sanctions Using organizationally derived rewards and punishments.

Research on these strategies suggests that reason is the most popular strategy
overall.5 In addition, friendliness, assertiveness, bargaining, and higher authority
are used more frequently to influence subordinates than to influence supervi-
sors. This pattern of influence attempts is consistent with our earlier contention
that downward influence generally includes mobilization of both position and
personal power sources, whereas upward influence is more likely to draw on
personal power.

Little research is available on the subject of upward influence in organiza-
tions. This is unfortunate, since truly effective managers are able to influence
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their bosses as well as their subordinates. One study reports that both supervi-
sors and subordinates view reason, or the logical presentation of ideas, as the
most frequently used strategy of upward influence.6 When queried on reasons
for success and failure, however, the viewpoints of the two groups show both
similarities and differences. The perceived causes of success in upward influence
are similar for both supervisors and subordinates and involve the favorable con-
tent of the influence attempt, a favorable manner of its presentation, and the
competence of the subordinate.7 The two groups disagree on the causes of fail-
ure, however. Subordinates attribute failure in upward influence to the close-
mindedness of the supervisor, unfavorable content of the influence attempt, and
unfavorable interpersonal relationships with the supervisor. In contrast, supervi-
sors attribute failure to the unfavorable content of the attempt, the unfavorable
manner in which it was presented, and the subordinate’s lack of competence.

POWER, FORMAL AUTHORITY, AND OBEDIENCE
As we have shown, power is the potential to control the behavior of others, and
formal authority is the potential to exert such control through the legitimacy of a
managerial position. Yet, we also know that people who seem to have power
don’t always get their way. Why do some people obey directives and others do
not? More specifically, why should subordinates respond to a manager’s author-
ity, or “right to command,” in the first place? Furthermore, given that subordi-
nates are willing to obey, what determines the limits of obedience?

The Milgram Experiments The mythology of American independence and
unbridled individualism is so strong we need to spend some time explaining
how most of us are really quite obedient. So we turn to the seminal studies of
Stanley Milgram on obedience.8 Milgram designed experiments to determine the
extent to which people obey the commands of an authority figure, even if they
believe they are endangering the life of another person. Subjects, ranging in age
from 20 to 50 and representing a diverse set of occupations (engineers, sales-
people, schoolteachers, laborers, and others), were paid a nominal fee for partic-
ipation in the project.

The subjects were falsely told that the purpose of the study was to deter-
mine the effects of punishment on learning. The subjects were to be the “teach-
ers.” The “learner” was a confederate of Milgram’s, who was strapped to a chair
in an adjoining room with an electrode attached to his wrist. The “experimenter,”
another confederate of Milgram’s, was dressed in a gray laboratory coat. Appear-
ing impassive and somewhat stern, the experimenter instructed the “teacher” to
read a series of word pairs to the “learner” and then to reread the first word
along with four other terms. The learner was supposed to indicate which of the
four terms was in the original pair by pressing a switch that caused a light to
flash on a response panel in front of the teacher.

The teacher was instructed to administer a shock to the learner each time a
wrong answer was given. This shock was to be increased one level of intensity
each time the learner made a mistake. The teacher controlled switches that os-
tensibly administered shocks ranging from 15 to 450 volts. In reality, there was
no electric current in the apparatus, but the learners purposely “erred” often and
responded to each level of “shock” in progressively distressing ways. If a
“teacher” (subject) proved unwilling to administer a shock, the experimenter
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used the following sequential prods to get him or her to perform as requested:
(1) “Please continue” or “Please go on”; (2) “The experiment requires that you
continue”; (3) “It is absolutely essential that you continue”; and (4) “You have no
choice, you must go on.” Only when the “teacher” refused to go on after the
fourth prod would the experiment be stopped. When would you expect the
“teachers” to refuse to go on?

Milgram asked some of his students and colleagues the same question. Most
felt that few, if any, of the subjects would go beyond the “very strong shock”
level. Actually, 26 subjects (65 percent) continued to the end of the experiment
and shocked the “learners” to the maximum. None stopped before 300 volts, the
point at which the learner pounded on the wall. The remaining 14 subjects re-
fused to obey the experimenter at various intermediate points.

Most people are surprised by these results, as was Milgram. The question is
why other people would have a tendency to accept or comply with authoritative
commands under such extreme conditions. Milgram conducted further experi-
ments to try to answer this question. The subjects’ tendencies toward compliance
were somewhat reduced (1) when experimentation took place in a rundown of-
fice (rather than a university lab), (2) when the victim was closer, (3) when the
experimenter was farther away, and (4) when the subject could observe other
subjects. However, the level of compliance was still much higher than most of us
would expect.

What does this mean for empowerment? Note the tendency for individuals
to comply and be obedient—to switch off and merely do exactly what they are
told to do. In many firms, employees are hired to be obedient; they are re-
warded for being so, and they feel alienated when others seek to “empower
them.” 

Obedience and the Acceptance of Authority Direct defiance within organi-
zational settings is quite rare, as is the individual who institutes new and differ-
ent ways to get the job done. If the tendency to follow instructions is great and
defiance is rare, then why do so many organizations appear to drift into appar-
ent chaos?

The answer to this question can be found in work by the famous manage-
ment writer Chester Barnard.9 Barnard’s argument focused on the “consent of
the governed” rather than on the rights derived from ownership. He argued that
subordinates accepted or followed a directive from the boss only under special
circumstances.

All four of these circumstances must be met: (l) the subordinate can and
must understand the directive; (2) the subordinate must feel mentally and physi-
cally capable of carrying out the directive; (3) the subordinate must believe that
the directive is not inconsistent with the purpose of the organization; and (4) the
subordinate must believe that the directive is not inconsistent with his or her
personal interests.

These four conditions are very carefully stated. For instance, to accept and
follow an order, the subordinate does not need to understand how the proposed
action will help the organization. He or she only needs to believe that the re-
quested action is not inconsistent with the purpose of the firm. The astute man-
ager will not take these guidelines for granted. In giving directives, the astute
manager recognizes that the acceptance of the request is not assured. When
seeking empowerment, two of the biggest problems are embodied in Barnard’s
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work. First, few employees understand what they are to do when a boss says
they are empowered. They just do not understand what is to be done or what is
to be accomplished. Second, many employees are deeply suspicious of manage-
ment and need to know why empowerment is better for them or at least not in-
consistent with their own interests. Continual lauding of the importance of em-
powerment for the firm does not satisfy this important factor.

Obedience and the Zone of Indifference Most people seek a balance be-
tween what they put into an organization (contributions) and what they get from
an organization in return (inducements). Within the boundaries of the psycho-
logical contract, therefore, employees will agree to do many things in and for the
organization because they think they should. In exchange for certain induce-
ments, subordinates recognize the authority of the organization and its managers
to direct their behavior in certain ways. Based on his acceptance view of author-
ity, Chester Barnard calls this area in which directions are obeyed the “zone of
indifference.”10

A zone of indifference is the range of authoritative requests to which a
subordinate is willing to respond without subjecting the directives to critical
evaluation or judgment. Directives falling within the zone are obeyed. Requests
or orders falling outside the zone of indifference are not considered legitimate
under terms of the psychological contract. Such “extraordinary” directives may or
may not be obeyed. This link between the zone of indifference and the psycho-
logical contract is shown in Figure 4.2.

The zone of indifference is not fixed. There may be times when a boss
would like a subordinate to do things falling outside the zone. In this case, the
manager must enlarge the zone to accommodate additional behaviors. In these
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attempts, a manager most likely will have to use more incentives than pure posi-
tion power. In some instances, no power base may be capable of accomplishing
the desired result. Consider your own zone of indifference and tendency to
obey. When will you say “No” to your boss? When should you be willing to say
“No”? At times, the situation may involve ethical dilemmas, where you may be
asked to do things that are illegal, unethical, or both.

Research on ethical managerial behavior shows that supervisors can become
sources of pressure for subordinates to do such things as support incorrect view-
points, sign false documents, overlook the supervisor’s wrongdoing, and do
business with the supervisor’s friends.11 Most of us will occasionally face such
ethical dilemmas during our careers. For now, we must simply remember that
saying “No” or “refusing to keep quiet” can be difficult and potentially costly.

Empowerment
Empowerment is the process by which managers help others to acquire and
use the power needed to make decisions affecting themselves and their work.
More than ever before, managers in progressive organizations are expected to be
good at (and highly comfortable with) empowering the people with whom they
work. Rather than considering power to be something to be held only at higher
levels in the traditional “pyramid” of organizations, this view considers power to
be something that can be shared by everyone working in flatter and more colle-
gial structures. 

The concept of empowerment is part of the sweeping change being wit-
nessed in today’s corporations. Corporate staff is being cut back; layers of man-
agement are being eliminated; the number of employees is being reduced as the
volume of work increases. What is left is a leaner and trimmer organization
staffed by fewer managers who must share more power as they go about their
daily tasks. Indeed, empowerment is a key foundation of the increasingly popu-
lar self-managing work teams and other creative worker involvement groups.

THE POWER KEYS TO EMPOWERMENT
One of the bases for empowerment is a radically dif-
ferent view of power itself. So far, our discussion has
focused on power that is exerted over other individu-
als. In this traditional view, power is relational in
terms of individuals. In contrast, the concept of em-
powerment emphasizes the ability to make things
happen. Power is still relational, but in terms of prob-
lems and opportunities, not individuals. Cutting
through all the corporate rhetoric on empowerment
is quite difficult, since the term has become quite
fashionable in management circles. Each individual
empowerment attempt needs to be examined in light
of how power in the organization will be changed
(see The Effective Manager 4.1).
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Changing Position Power When an organization attempts to move power
down the hierarchy, it must also alter the existing pattern of position power.
Changing this pattern raises some important questions. Can “empowered” indi-
viduals give rewards and sanctions based on task accomplishment? Has their
new right to act been legitimized with formal authority? All too often, attempts at
empowerment disrupt well-established patterns of position power and threaten
middle and lower level managers. As one supervisor said, “All this empower-
ment stuff sounds great for top management. They don’t have to run around try-
ing to get the necessary clearances to implement the suggestions from my group.
They never gave me the authority to make the changes, only the new job of ask-
ing for permission.”

Expanding the Zone of Indifference When embarking on an empowerment
program, management needs to recognize the current zone of indifference and
systematically move to expand it. All too often, management assumes that its 
directive for empowerment will be followed; management may fail to show 
precisely how empowerment will benefit the individuals involved, however.
Management at Montgomery Ward, for example, told salesclerks that they were
“empowered” to accept merchandise returns. At the same time, management cut
full-time staff, hired more part-time salespeople at minimum wage, and refused
to consider offering full benefits to part-time workers. Although management
wanted salesclerks to do more work, they cut their staff’s zone of indifference by
reducing the level of inducements. Now, in many Montgomery Ward stores, all
merchandise returns are processed in one central location under the direct su-
pervision of the store manager.

POWER AS AN EXPANDING PIE
Along with empowerment, employees need to be trained to expand their power
and their new influence potential. This is the most difficult task for managers
and a difficult challenge for employees, for it often changes the dynamic be-
tween supervisors and subordinates. The key is to change the concept of power
within the organization from a view that stresses power over others to one that
emphasizes the use of power to get things done. Under the new definition of
power, all employees can be more powerful.

A clearer definition of roles and responsibilities may help managers em-
power others. For instance, senior managers may choose to concentrate on long-
term, large-scale adjustments to a variety of challenging and strategic forces in
the external environment. If top management tends to concentrate on the long
term and downplay quarterly mileposts, others throughout the organization must
be ready and willing to make critical operating decisions to maintain current
profitability. By providing opportunities for creative problem solving coupled
with the discretion to act, real empowerment increases the total power available
in an organization. In other words, the top levels don’t have to give up power in
order for the lower levels to gain it. Note that senior managers must give up the
illusion of control—the false belief that they can direct the actions of employees
five or six levels of management below them.

The same basic arguments hold true in any manager–subordinate relation-
ship. Empowerment means that all managers need to emphasize different ways
of exercising influence. Appeals to higher authority and sanctions need to be re-
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placed by appeals to reason. Friendliness must replace coercion, and bargaining
must replace orders for compliance. 

Given the all too familiar history of an emphasis on coercion and compli-
ance within firms, special support may be needed for individuals so that they be-
come comfortable in developing their own power over events and activities.
What executives fear, and all too often find, is that employees passively resist
empowerment by seeking directives they can obey or reject. The fault lies with
the executives and the middle managers who need to rethink what they mean
by power and rethink their use of traditional position and personal power
sources. The key is to lead, not push; reward, not sanction; build, not destroy;
and expand, not shrink. To expand the zone of indifference also calls for ex-
panding the inducements for thinking and acting, not just for obeying.

Organizational Politics
Any study of power and influence inevitably leads to the subject of “politics.” For
many, this word may conjure up thoughts of illicit deals, favors, and special per-
sonal relationships. Perhaps this image of shrewd, often dishonest, practices of
obtaining one’s way is reinforced by Machiavelli’s classic fifteenth-century work
The Prince, which outlines how to obtain and hold power via political action. It
is important, however, to adopt a perspective that allows politics in organizations
to function in a much broader capacity.12

THE TWO TRADITIONS OF ORGANIZATIONAL POLITICS
There are two quite different traditions in the analysis of organizational politics.
One tradition builds on Machiavelli’s philosophy and defines politics in terms of
self-interest and the use of nonsanctioned means. In this tradition, organiza-
tional politics may be formally defined as the management of influence to ob-
tain ends not sanctioned by the organization or to obtain sanctioned ends
through nonsanctioned influence means.13 Managers are often considered politi-
cal when they seek their own goals or use means that are not currently autho-
rized by the organization or that push legal limits. Where there is uncertainty or
ambiguity, it is often extremely difficult to tell whether a manager is being polit-
ical in this self-serving sense.14 For instance, was John Meriwether a great inno-
vator when he established Long Term Capital Management (LTCM) as a hedge
fund to bet on interest rate spreads?15 At one time, the firm included 2 Nobel lau-
reates and some 25 Ph.D.s. Or was he the consummate insider when he got the
U.S. Federal Reserve to orchestrate a bailout when it looked like he would either
go broke or lose control to a rich investor? Or as often happens in the world of
corporate politics, could both of these statements be partially true?

The second tradition treats politics as a necessary function resulting from dif-
ferences in the self-interests of individuals. Here, organizational politics is viewed
as the art of creative compromise among competing interests. In the case of John
Meriwether and LTCM, when it went bankrupt the country’s financial leaders
were concerned that it could cause a panic in the markets and so hurt everyone.
So the Federal Reserve stepped in. That Meriwether did not lose everything was
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merely a byproduct of saving the whole financial system. In a heterogeneous so-
ciety, individuals will disagree as to whose self-interests are most valuable and
whose concerns should therefore be bounded by collective interests. Politics arise
because individuals need to develop compromises, avoid confrontation, and live
together. The same holds true in organizations, where individuals join, work, and
stay together because their self-interests are served. Furthermore, it is important
to remember that the goals of the organization and the acceptable means are es-
tablished by organizationally powerful individuals in negotiation with others.
Thus, organizational politics is also the use of power to develop socially accept-
able ends and means that balance individual and collective interests.

THE DOUBLE-EDGED SWORD OF ORGANIZATIONAL POLITICS
The two different traditions of organizational politics are reflected in the ways
executives describe their effects on managers and their organizations. In one sur-
vey, some 53 percent of those interviewed indicated that organizational politics
enhanced the achievement of organizational goals and survival.16 Yet, some 44
percent suggested that it distracted individuals from organizational goals. In this
same survey, 60 percent of respondents suggested that organizational politics
was good for career advancement; 39 percent reported that it led to a loss of
power, position, and credibility.

Organizational politics is not automatically good or bad. It can serve a num-
ber of important functions, including overcoming personnel inadequacies, cop-
ing with change, and substituting for formal authority.

Even in the best managed firms, mismatches arise among managers who are
learning, burned out, lacking in needed training and skills, overqualified, or
lacking the resources needed to accomplish their assigned duties. Organizational
politics provides a mechanism for circumventing these inadequacies and getting
the job done. Organizational politics can facilitate adaptation to changes in the
environment and technology of an organization.

Organizational politics can help identify such problems and move ambitious,
problem-solving managers into the breach. It is quicker than restructuring. It 
allows the firm to meet unanticipated problems with people and resources
quickly, before small headaches become major problems. Finally, when a 
person’s formal authority breaks down or fails to apply to a particular situation,
political actions can be used to prevent a loss of influence. Managers may use
political behavior to maintain operations and to achieve task continuity in 
circumstances where the failure of formal authority may otherwise cause prob-
lems.

ORGANIZATIONAL POLITICS AND SELF-PROTECTION
Whereas organizational politics may be helpful to the organization as a whole, it
is probably more commonly known and better understood in terms of self-pro-
tection.17 Whether or not management likes it, all employees recognize that in
any organization they must watch out for themselves first. In too many organiza-
tions, if the employee doesn’t protect himself or herself, no one else will.

Individuals can employ three common strategies to protect themselves. They
can (1) avoid action and risk taking, (2) redirect accountability and responsibil-
ity, or (3) defend their turf.
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Avoidance Avoidance is quite common in controversial areas where the em-
ployee must risk being wrong or where actions may yield a sanction. Perhaps
the most common reaction is to “work to the rules.” That is, employees are pro-
tected when they adhere strictly to all the rules, policies, and procedures or do
not allow deviations or exceptions. Perhaps one of the most frustrating but effec-
tive techniques is to “play dumb.” We all do this at some time or another. When
was the last time you said, “Officer, I didn’t know the speed limit was 35. I
couldn’t have been going 52.”

Although working to the rules and playing dumb are common techniques, ex-
perienced employees often practice somewhat more subtle techniques of self-pro-
tection. These include depersonalization and stalling. Depersonalization involves
treating individuals, such as customers, clients, or subordinates, as numbers, things,
or objects. Senior managers don’t fire long-term employees; the organization is
merely “downsized” or “delayered.” Routine stalling involves slowing down the
pace of work to expand the task so that the individuals look as if they are working
hard. With creative stalling, the employees may spend the time supporting the or-
ganization’s ideology, position, or program and delaying implementation.

Redirecting Responsibility Politically sensitive individuals will always pro-
tect themselves from accepting blame for the negative consequences of their 
actions. Again, a variety of well-worn techniques may be used for redirecting 
responsibility. “Passing the buck” is a common method employees and managers
use. The trick here is to define the task in such a way that it becomes someone
else’s formal responsibility. The ingenious ways individuals can redefine an issue
to avoid action and transfer responsibility are often amazing.

Both employees and managers may avoid responsibility by buffing, or rigor-
ous documentation. Here, individuals take action only when all the paperwork
is in place and it is clear that they are merely following procedure. Closely re-
lated to rigorous documentation is the “blind memo,” which explains an objec-
tion to an action implemented by the individual. Here, the required action is
taken, but the blind memo is prepared should the action come into question.
Politicians are particularly good at this technique. They will meet with a lobbyist
and then send a memo to the files confirming the meeting. Any relationship be-
tween what was discussed in the meeting and the memo is accidental.

As the last example suggests, a convenient method some managers use to
avoid responsibility is merely to rewrite history. If a program is successful, the
manager claims to have been an early supporter. If a program fails, the manager
was the one who expressed serious reservations in the first place. Whereas a
memo in the files is often nice to have to show one’s early support or objections,
some executives don’t bother with such niceties. They merely start a meeting by
recapping what has happened in such a way that makes them look good.

For the really devious, there are three other techniques for redirecting re-
sponsibility. One technique is to blame the problem on someone or some group
that has difficulty defending themselves. Fired employees, outsiders, and oppo-
nents are often targets of such scapegoating. Closely related to scapegoating is
blaming the problem on uncontrollable events. The really astute manager goes
far beyond the old “the-dog-ate-my-homework” routine. A perennial favorite is,
“Given the unexpected severe decline in the overall economy, firm profitability
was only somewhat below reasonable expectations.” Meaning, the firm lost a
bundle.
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Should these techniques fail, there is always another possibility: Facing ap-
parent defeat, the manager can escalate commitment to a losing cause of action.
That is, when all appears lost, assert your confidence in the original action,
blame the problems on not spending enough money to implement the plan
fully, and embark on actions that call for increased effort. The hope is that you
will be promoted or retired by the time the negative consequences are recog-
nized.

Defending Turf Defending turf is a time-honored tradition in most large orga-
nizations. As noted earlier, managers seeking to improve their power attempt to
expand the jobs their groups perform. Defending turf also results from the coali-
tional nature of organizations. That is, the organization may be seen as a collec-
tion of competing interests held by various departments and groups. As each
group attempts to expand its influence, it starts to encroach on the activities of
other groups. Turf protection can be seen more easily in the following analysis
of political action and the manager.

Political Action and the Manager
Managers may gain a better understanding of political behavior by placing them-
selves in the positions of other persons involved in critical decisions or events.
Each action and decision can be seen as having benefits for and costs to all par-
ties concerned. Where the costs exceed the benefits, the manager may act to
protect his or her position.

Figure 4.3 shows a sample payoff table for two managers, Lee and Leslie, in a
problem situation involving a decision as to whether or not to allocate resources
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to a special project. If both managers authorize the resources, the project gets
completed on time, and their company keeps a valuable client. Unfortunately, if
they do this, both Lee and Leslie overspend their budgets. Taken on its own, a
budget overrun would be bad for the managers’ performance records. Assume
that the overruns are acceptable only if the client is kept. Thus, if both managers
act, both they and the company win, as depicted in the upper left block of the
figure. Obviously, this is the most desirable outcome for all parties concerned.

Assume that Leslie acts, but Lee does not. In this case, the company loses
the client, Leslie overspends the budget in a futile effort, but Lee ends up within
budget. While the company and Leslie lose, Lee wins. This scenario is illustrated
in the lower left block of the figure. The upper right block shows the reverse sit-
uation, where Lee acts but Leslie does not. In this case, Leslie wins, while the
company and Lee lose. Finally, if both Lee and Leslie fail to act, each stays
within the budget and therefore gains, but the company loses the client.

The company clearly wants both Lee and Leslie to act. But will they? Would
you take the risk of overspending the budget, knowing that your colleague may
refuse? The question of trust is critical here, but building trust among co-man-
agers and other workers takes time and can be difficult. The involvement of
higher level managers may be needed to set the stage better. Yet, in many orga-
nizations both Lee and Leslie would fail to act because the “climate” or “culture”
too often encourages people to maximize their self-interest at minimal risks.

POLITICAL ACTION AND SUBUNIT POWER
Political action links managers more formally to one another as representatives
of their work units. Five of the more typical lateral, intergroup relations in which
you may engage as a manager are work flow, service, advisory, auditing, and ap-
proval.18 Work-flow linkages involve contacts with units that precede or follow
in a sequential production chain. Service ties involve contacts with units estab-
lished to help with problems. For instance, an assembly-line manager may de-
velop a service link by asking the maintenance manager to fix an important
piece of equipment on a priority basis. In contrast, advisory connections involve
formal staff units having special expertise, such as a manager seeking the advice
of the personnel department on evaluating subordinates. Auditing linkages in-
volve units that have the right to evaluate the actions of others after action has
been taken, whereas approval linkages involve units whose approval must be
obtained before action may be taken.

To be effective in political action, managers should understand the politics of
subunit relations. Line units are typically more powerful than are staff groups, and
units toward the top of the hierarchy are often more powerful than are those to-
ward the bottom. In general, units gain power as more of their relations with others
are of the approval and auditing types. Work-flow relations are more powerful than
are advisory associations, and both are more powerful than are service relations.

POLITICAL ACTION IN THE CHIEF EXECUTIVE SUITE
From descriptions of the 1890s’ robber barons such as Jay Gould to the actions
of Microsoft’s Bill Gates, Americans have been fascinated with the politics of the
chief executive suite. An analytical view of executive suite dynamics may lift
some of the mystery behind the political veil at the top levels in organizations.
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Resource Dependencies Executive behavior can sometimes be explained in
terms of resource dependencies—the firm’s need for resources that are con-
trolled by others.19 Essentially, the resource dependence of an organization in-
creases as (1) needed resources become more scarce, (2) outsiders have more
control over needed resources, and (3) there are fewer substitutes for a particu-
lar type of resource controlled by a limited number of outsiders. Thus, one polit-
ical role of the chief executive is to develop workable compromises among the
competing resource dependencies facing the organization—compromises that
enhance the executive’s power. To create such compromises, executives need to
diagnose the relative power of outsiders and to craft strategies that respond dif-
ferently to various external resource suppliers.

For larger organizations, many strategies may center on altering the firm’s
degree of resource dependence. Through mergers and acquisitions, a firm may
bring key resources within its control. By changing the “rules of the game,” a
firm may also find protection from particularly powerful outsiders. In the open-
ing case, for instance, Netscape was seeking relief from the onslaught of Mi-
crosoft by appealing to the U.S. government. Markets may also be protected by
trade barriers, or labor unions may be put in check by “right to work” laws. Yet,
there are limits on the ability of even our largest and most powerful organiza-
tions to control all important external contingencies.

International competition has narrowed the range of options for chief execu-
tives; they can no longer ignore the rest of the world. Some may need to rede-
fine fundamentally how they expect to conduct business. For instance, once U.S.
firms could go it alone without the assistance of foreign corporations. Now, chief
executives are increasingly leading them in the direction of more joint ventures
and strategic alliances with foreign partners from around the globe. Such “com-
binations” provide access to scarce resources and technologies among partners,
as well as new markets and shared production costs.

On the seamier side, there is a new wrinkle in the discussion of resource de-
pendencies—executive pay. Traditionally, U.S. CEOs made about 30 times the
pay of the average worker. This was similar to CEO pay scales in Europe and
Japan.20 Today many U.S. CEOs are making 3000 times the average pay of work-
ers. How did they get so rich? CEOs may tie themselves to the short-term inter-
ests of powerful stockholders. Their pay may be directly linked to short-term
stock price increases, even though CEOs are most often expected to focus on the
long-term health of the firm. When a CEO downsizes, embarks on a merger cam-
paign, or cuts such benefits as worker health care, short-term profits may jump
dramatically and lift the stock price. Although the long-term health of the firm
may be put in jeopardy, few U.S. CEOs seem able to resist the temptation. It is
little wonder that there is renewed interest in how U.S. firms are governed.

Organizational Governance Organizational governance refers to the pat-
tern of authority, influence, and acceptable managerial behavior established at
the top of the organization. This system establishes what is important, how is-
sues will be defined, who should and should not be involved in key choices,
and the boundaries for acceptable implementation.

Students of organizational governance suggest that a “dominant coalition”
comprised of powerful organizational actors is a key to understanding a firm’s
governance.21 Although one expects many top officers within the organization to
be members of this coalition, the dominant coalition occasionally includes out-
siders with access to key resources. Thus, analysis of organizational governance
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builds on the resource dependence perspective by
highlighting the effective control of key resources by
members of a dominant coalition.

This view of the executive suite recognizes that
the daily practice of organizational governance is the
development and resolution of issues. Through the
governance system, the dominant coalition attempts
to define reality. By accepting or rejecting proposals
from subordinates, by directing questions toward the
interests of powerful outsiders, and by selecting indi-
viduals who appear to espouse particular values and
qualities, the pattern of governance is slowly estab-
lished within the organization. Furthermore, this pat-
tern rests, at least in part, on very political founda-
tions.

Whereas organizational governance was an in-
ternal and a rather private matter in the past, it is
now becoming more public and openly controver-
sial. This was evidenced to some extent in the many
well-publicized hostile takeovers of the 1980s and
1990s. Whereas some argue that senior managers
don’t represent shareholder interests well enough, others are concerned that
they give too little attention to broader constituencies.

It has been estimated that the Fortune 500 corporations have cut some 8 mil-
lion positions over the last 15 years of downsizing.22 Managers and employees of
these firms once felt confident that the management philosophy of their firm in-
cluded their interests. In the new millennium, only a few employees seem to
share this confidence. For instance, Boeing announced record production, near-
record profits, and a merger with McDonnell-Douglas at the same time that it
eliminated some 20,000 engineers from its home Seattle operations. Boeing elim-
inated almost all of the engineers hired in the last two years. As one critic causti-
cally noted, “They ate their young to get executive bonuses.” Obviously, Boeing
is not a high performance organization.

Public concerns about U.S. corporations, especially those organizations with
high-risk technologies such as chemical processing, medical technology, and in-
tegrated oil refineries, appear on the rise. For instance, Dow-Corning’s survival is
questionable because it has been accused of selling breast implants that cause
immune system problems. Dow-Corning cites the lack of scientific evidence link-
ing their product with such problems, but jury after jury is awarding damages to
women who have had Dow-Corning implants and immune system problems.
Without doubt juries are holding Dow-Corning management accountable. 

Imbalanced organizational governance by some U.S. corporations may limit
their ability to manage global operations effectively. Although U.S. senior man-
agers may blame such externalities as unfavorable trade laws for their inability to
compete in Japan or other Asian competitors, their critics suggest that it’s just a
lack of global operating savvy that limits the corporations these managers are
supposed to be leading. Organizational governance is too closely tied to the
short-term interests of stockholders and the pay of the CEO.

On a more positive note, there are bright spots suggesting that the gover-
nance of U.S. firms is extending well beyond the limited interests of the owners
to include employees and into communities.

OB Across Functions

FINANCE 

CFOs Don’t Do Bad Either
The typical chief financial officer (CFO) receives about 34
percent of a CEO’s (chief executive officer) compensation.
A 1998 survey of the top-paid CFOs suggests some are not
doing too badly, however. Scott Sullivan, CFO of World
Com (now MCI World Com), received about $20 million in
total direct compensation, while Early L. Mason of Com-
paq Computer was paid close to $16 million. The third
highest paid CFO was Robert G. Scott of Morgan Stanley
Dean Witter at over $12 million, followed by Donald Peter-
son of Lucent Technologies at over $10 million. Rounding
out the top five was James Stewart of Cigna at a mere
$9,457,400. The average cash compensation for all CFOs
in the survey was over $360,000.
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Cavanagh, Moberg, and Velasquez argue that organizational governance
should have an ethical base.23 They suggest that from the CEO to the lowest em-
ployee, a person’s behavior must satisfy the following criteria to be considered
ethical. First, the behavior must result in optimizing the satisfaction of people
both inside and outside the organization to produce the greatest good for the
greatest number of people. Second, the behavior must respect the rights of all af-
fected parties, including the human rights of free consent, free speech, freedom
of conscience, privacy, and due process. Third, the behavior must respect the
rules of justice by treating people equitably and fairly, as opposed to arbitrarily.

There may be times when a behavior is unable to fulfill these criteria but can
still be considered ethical in the given situation. This special case must satisfy the
criterion of overwhelming factors, in which the special nature of the situation re-
sults in (1) conflicts among criteria (e.g., a behavior results in some good and
some bad being done), (2) conflicts within criteria (e.g., a behavior uses ques-
tionable means to achieve a positive end), or (3) incapacity to employ the crite-
ria (e.g., a person’s behavior is based on inaccurate or incomplete information).

Choosing to be ethical often involves considerable personal sacrifice, and, at
all corporate levels, it involves avoiding common rationalizations. CEOs and em-
ployees alike may justify unethical actions by suggesting that (1) the behavior is
not really illegal and so could be moral; (2) the action appears to be in the firm’s
best interests; (3) the action is unlikely ever to be detected; and (4) it appears
that the action demonstrates loyalty to the boss, the firm, or short-term stock-
holder interests. Whereas these rationalizations may appear compelling at the
moment of action, each deserves close scrutiny if the firm’s organizational gover-
nance system is to avoid falling into being dominated by the more unsavory side
of organizational politics.

The Nature of Communication
Lucent Technologies, one of the major technology companies of our day,
opened a recent annual report with these words: “There is a revolution going on
in the communications industry.” The report went on to note that over 900 mil-
lion voice-mail messages are now exchanged every day, 2.7 trillion E-mails are
sent in a year—some 5 million per minute—100 million Internet users come on-
line in a year, and Internet traffic doubles every 100 days.24 The figures are
amazing, and the implications are clear. Appetites for information are growing
by leaps and bounds, and the future of organizations is increasingly depending
on their abilities to harness information and information technology for competi-
tive advantage. At the center of all this stands the great demands and opportuni-
ties of the process we know as “communication.”

THE COMMUNICATION PROCESS
It is useful to think of communication as a process of sending and receiving
messages with attached meanings. The key elements in the communication pro-
cess are illustrated in Figure 4.4. They include a source, who encodes an intended
meaning into a message, and a receiver, who decodes the message into a per-
ceived meaning.25 The receiver may or may not give feedback to the source. Al-
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though this process may appear to be very elementary, it is not quite as simple as
it looks. Noise is the term used to describe any disturbance that disrupts it and in-
terferes with the transference of messages within the communication process.

The information source is a person or group trying to communicate with
someone else. The source seeks to communicate, in part, to change the atti-
tudes, knowledge, or behavior of the receiver. A team leader, for example, may
want to communicate with a division manager in order to explain why the team
needs more time or resources to finish an assigned project. This involves encod-
ing—the process of translating an idea or thought into a message consisting of
verbal, written, or nonverbal symbols (such as gestures), or some combination of
them. Such messages are transmitted through various communication chan-
nels, such as face-to-face meetings, electronic mail and other forms, written let-
ters or memorandums, and telephone communications or voice-mail, among
others. The choice of channel can have an important impact on the communica-
tion process. Some people are better at using certain channels over others, and
some messages are better handled by specific channels. In the earlier case of the
team leader communicating with the division manager, for example, it can make
quite a difference whether the message is sent face to face, in a written memo,
by voice-mail, or by E-mail.

The communication process is not completed just because a message is sent.
The receiver is the individual or group of individuals to whom a message is di-
rected. In order for meaning to be assigned to any received message, its contents
must be interpreted through decoding. This process of translation is complicated
by many factors, including the knowledge and experience of the receiver and
his or her relationship with the sender. A message may also be interpreted with
the added influence of other points of view, such as those offered by friends, co-
workers, or organizational superiors. Ultimately, the decoding may result in the
receiver interpreting a message in a way that is different from that originally in-
tended by the source.
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FEEDBACK AND COMMUNICATION
Most receivers are well aware of the potential gap
between the intended message of the source and the
perceived meaning assigned to it by the recipient.
One way in which these gaps are identified is
through feedback, the process through which the
receiver communicates with the sender by returning
another message. The exchange of information
through feedback can be very helpful in improving
the communication process, and the popular advice
to always “keep the feedback channels open” is
good to remember.

In practice, giving “feedback” is often associated
with one person communicating an evaluation of
what another person has said or done. There is an

art to giving this special type of feedback so that the receiver accepts it and uses
it constructively (see The Effective Manager 4.2). Words that are intended to be
polite and helpful can easily end up being perceived as unpleasant and even
hostile. This risk is particularly evident in the performance appraisal process. A
manager or team leader must be able to do more than just complete a written
appraisal to document another person’s performance for the record. To serve the
person’s developmental needs, feedback regarding the results of the appraisal—
both the praise and the criticism, must be well communicated.26

Essentials of Interpersonal Communication
Organizations today are information rich. They are also increasingly “high-tech.”
But, we always need to remember that people still drive the system. And if people
are to work together well and commit their mutual talents and energies to create
high performance organizations, they must excel at interpersonal communication.

EFFECTIVE AND EFFICIENT COMMUNICATION
When people communicate with one another, at least two important things are
at issue. One is the accuracy of the communication—an issue of effectiveness;
the other is its cost—an issue of efficiency.

Effective communication occurs when the intended meaning of the source
and the perceived meaning of the receiver are virtually the same.27 Although this
should be the goal in any communication, it is not always achieved. Even now, we
worry about whether or not you are interpreting these written words exactly as we
intend. Our confidence would be higher if we were face to face in class together
and you could ask clarifying questions. Opportunities to offer feedback and ask
questions are important ways of increasing the effectiveness of communication.

Efficient communication occurs at minimum cost in terms of resources ex-
pended. Time, for example, is an important resource. Picture your instructor taking
the time to communicate individually with each student in your class about the
course subject matter. It would be virtually impossible to do so. Even if it were pos-
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sible, it would be very costly in terms of time. People at work often choose not to
visit one another personally to communicate messages. Instead, they rely on the ef-
ficiency of written memos, posted bulletins, group meetings, E-mail, or voice-mail.

As efficient as these forms of communication may be, they are not always ef-
fective. A change in policy posted by efficient E-mail may save time for the
sender, but it may not achieve the desired interpretations and responses. Simi-
larly, an effective communication may not be efficient. For a business manager
to visit each employee and explain a new change in procedures may guarantee
that everyone understands the change, but it may also be prohibitively expen-
sive in terms of the required time expenditure.

NONVERBAL COMMUNICATION
We all know that people communicate in ways other than the spoken or written
word. Indeed, nonverbal communication that takes place through facial expres-
sions, body position, eye contact, and other physical gestures is important both to
understand and master. It is basically the act of speaking without using words. Ki-
nesics, the study of gestures and body postures, has achieved a rightful place in
communication theory and research.28 The nonverbal side to communication can
often hold the key to what someone is really thinking or meaning. It can also affect
the impressions we make on others. Interviewers, for example, tend to respond
more favorably to job candidates whose nonverbal cues, such as eye contact and
erect posture, are positive than to those displaying negative nonverbal cues, such as
looking down or slouching. The art of impression management during interviews
and in other situations requires careful attention to both verbal and nonverbal as-
pects of communication, including one’s dress, timeliness, and demeanor.

Nonverbal communication can also take place through the physical arrange-
ment of space, such as that found in various office layouts. Proxemics, the study
of the way space is utilized, is important to communication.29 Figure 4.5 shows
three different office arrangements and the messages they may communicate to
visitors. Check the diagrams against the furniture arrangement in your office or
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that of your instructor or a person with whom you
are familiar. What are you/they saying to visitors by
the choice of furniture placement?30

ACTIVE LISTENING
The ability to listen well is a distinct asset to anyone
whose job involves a large proportion of time spent
“communicating” with other people. After all, there
are always two sides to the communication process:
(1) sending a message, or “telling,” and (2) receiving
a message, or “listening.” There is legitimate concern
that too many people emphasize the telling and ne-
glect the listening.31 Everyone in the new workplace
should develop good skills in active listening—the
ability to help the source of a message say what he or
she really means. The concept comes from the work
of counselors and therapists, who are trained to help
people express themselves and talk about things that

are important to them.32 Take a moment to more thoroughly consider the guide-
lines for active listening shown in The Effective Manager 4.3. Then read the con-
versations below. One involves active listening on the part of the branch manager;
the other does not. How would you feel as the group leader in each case?33

Example 1

Group leader: Hey, Sal, I don’t get this work order. We can’t handle this today.
What do they think we are?

Branch manager: But that’s the order. So get it out as soon as you can. We’re
under terrific pressure this week.

Group Leader: Don’t they know we’re behind schedule already because of that
software problem?

Branch manager: Look, I don’t decide what goes on upstairs. I just have to see
that the work gets out, and that’s what I’m going to do.

Group leader: The team won’t like this.

Branch manager: That’s something you’ll have to work out with them, not me.

Example 2

Group leader: Hey, Kelley, I don’t get this work order. We can’t handle this to-
day. What do they think we are?

Branch manager: Sounds like you’re pretty sore about it.

Group leader: I sure am. We’re just about getting back to schedule while fighting
that software breakdown. Now this comes along.

Branch manager: As if you didn’t have enough work to do?

Group leader: Right, I don’t know how to tell the team about this. They’re under
a real strain today. Seems like everything we do around here is rush, rush, rush.

Branch manager: I guess you feel like it’s unfair to load anything more on them.

Group leader: Well, yes. But I know there must be plenty of pressure on every-
body up the line. If that’s the way it is, I’ll get the word to them.
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Branch manager: Thanks. If you’ll give it a try, I’ll do my best to hold with the
schedule in the future.

The branch manager in Example 2 possesses active listening skills. She responded
to the group leader’s communication in a way that increased the flow of informa-
tion. The manager learned more about the situation. The group leader felt better
after having been able to really say what she thought, and after being heard!

Communication Barriers
It is important to understand six sources of noise that are common to most inter-
personal exchanges: physical distractions, semantic problems, mixed messages,
cultural differences, absence of feedback, and status effects. They were shown
earlier in Figure 4.4 as potential threats to the communication process.

PHYSICAL DISTRACTIONS
Any number of physical distractions can interfere with the effectiveness of a
communication attempt. Some of these distractions are evident in the following
conversation between an employee, George, and his manager.34

Okay, George, let’s hear your problem (phone rings, boss picks it up, promises
to deliver the report, “just as soon as I can get it done”). Uh, now, where were
we—oh, you’re having a problem with marketing. They (the manager’s secretary
brings in some papers that need immediate signatures; he scribbles his name
and the secretary leaves)…you say they’re not cooperative? I tell you what,
George, why don’t you (phone rings again, lunch partner drops by)…uh, take a
stab at handling it yourself. I’ve got to go now.

Besides what may have been poor intentions in the first place, George’s manager
allowed physical distractions to create information overload. As a result, the
communication with George suffered. This mistake can be eliminated by setting
priorities and planning. If George has something to say, his manager should set
aside adequate time for the meeting. In addition, interruptions such as telephone
calls, drop-in visitors, and the like, should be prevented. At a minimum,
George’s manager could start by closing the door to the office and instructing his
secretary not to disturb them.

SEMANTIC PROBLEMS
Semantic barriers to communication involve a poor choice or use of words and
mixed messages. The following illustrations of the “bafflegab” that once tried to
pass as actual “executive communication” are a case in point.35

A. “We solicit any recommendations that you wish to make, and you may be as-
sured that any such recommendations will be given our careful consideration.”

B. “Consumer elements are continuing to stress the fundamental necessity of a
stabilization of the price structure at a lower level than exists at the present
time.”
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One has to wonder why these messages weren’t stated more simply as: (A)
“Send us your recommendations. They will be carefully considered,” and (B)
“Consumers want lower prices.” In this regard, the popular KISS principle of
communication is always worth remembering: “Keep it short and simple.”

MIXED MESSAGES
Mixed messages occur when a person’s words communicate one thing while ac-
tions or “body language” communicate another. They are important to spot since
nonverbals can add important insight into what is really being said in face-to-face
communication.36 For instance, someone may voice a cautious “Yes” during a
business meeting at the same time that her facial expression shows stress and she
begins to lean back in her chair. The body language in this case may suggest the
existence of important reservations, even though the words indicate agreement.

CULTURAL DIFFERENCES
People must always exercise caution when they are involved in cross-cultural
communication—whether between persons of different geographical or ethnic
groupings within one country, or between persons of different national cultures.
A common problem is ethnocentrism—the tendency to believe one’s culture and
its values are superior to those of others. It is often accompanied by an unwill-
ingness to try to understand alternative points of view and to take the values
they represent seriously. This mindset can easily create communication problems
among people of diverse backgrounds.

The difficulties with cross-cultural communication are perhaps most obvious
in respect to language differences. Advertising messages, for example, may work
well in one country but encounter difficulty when translated into the language of
another. Problems may accompany with the introduction of Ford’s European
model, the “Ka,” in Japan. In Japanese, Ka means mosquito and analysts wonder
if a car that is named for a disease-carrying pest can ever sell well.37 Gestures
may also be used quite differently in the various cultures of the world. For ex-
ample, crossed legs in the United Kingdom are quite acceptable, but are rude in
Saudia Arabia if the sole of the foot is directed toward someone. Pointing at
someone to get their attention may be acceptable in Canada, but in Asia it is
considered inappropriate.38

ABSENCE OF FEEDBACK
One-way communication flows from sender to receiver only, as in the case of a
written memo or a voice-mail message. There is no direct and immediate feed-
back from the recipient. Two-way communication, by contrast, goes from sender
to receiver and back again. It is characterized by the normal interactive conver-
sations in our daily experiences. Research indicates that two-way communication
is more accurate and effective than is one-way communication, even though it is
also more costly and time consuming. Because of their efficiency, however, one-
way forms of communication—memos, letters, E-mail, voice-mail, and the like
are frequently used in work settings. One-way messages are easy for the sender
but often frustrating for the receiver, who may be left unsure of just what the
sender means or wants done.
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STATUS EFFECTS 
Status differences in organizations create potential communication barriers be-
tween persons of higher and lower ranks. On the one hand, given the authority
of their positions, managers may be inclined to do a lot of “telling” but not much
“listening.” On the other hand, we know that communication is frequently bi-
ased when flowing upward in organizational hierarchies.39 Subordinates may fil-
ter information and tell their superiors only what they think the boss wants to
hear. Whether the reason is a fear of retribution for bringing bad news, an un-
willingness to identify personal mistakes, or just a general desire to please, the
result is the same: The higher level decision maker may end up taking the wrong
actions because of biased and inaccurate information supplied from below. This
is sometimes called the MUM effect in reference to tendencies to sometimes
keep “mum” from a desire to be polite and a reluctance to transmit bad news.40

To avoid such problems, managers and group leaders must develop trust in
their working relationships with subordinates and team members, and take advan-
tage of all opportunities for face-to-face communications. Management by wander-
ing around, or MBWA for short, is now popularly acclaimed as one way to achieve
this trust.41 It simply means getting out of the office and talking to people regularly
as they do their jobs. Managers who spend time walking around can greatly reduce
the perceived “distance” between themselves and their subordinates. It helps to cre-
ate an atmosphere of open and free-flowing communication between the ranks. As
a result, more and better information is available for decision making, and the rele-
vance of decisions to the needs of operating workers increases.

Organizational Communication
Communication among members of an organization, as well as between them
and external customers, suppliers, distributors, alliance partners, and a host of
outsiders, provides vital information for the enterprise. Organizational com-
munication is the specific process through which information moves and is ex-
changed throughout an organization.42 Information flows through both formal
and informal structures, and it flows downward, upward, and laterally. 

Today, more than ever before, computer technology plays a major role in
how information is shared and utilized in organizations. Research in the area of
channel richness, the capacity of a channel to convey information effectively,
lends insight into how various channel alternatives may be used depending on
the type of message to be conveyed. In general, the richest channels are face to
face. Next are telephone, E-mail, written memos and letters. The leanest chan-
nels are posted notices and bulletins. When messages get more complex and
open ended, richer channels are necessary to achieve effective communication;
leaner channels work well for more routine and straightforward messages, such
as announcing the location of a previously scheduled meeting.

FORMAL AND INFORMAL CHANNELS
Information flows in organizations through both formal and informal channels of
communication. Formal channels follow the chain of command established by an
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organization’s hierarchy of authority. For example, an organization chart indicates
the proper routing for official messages passing from one level or part of the hierar-
chy to another. Because formal channels are recognized as authoritative, it is typical
for communication of policies, procedures, and other official announcements to ad-
here to them. On the other hand, much “networking” takes place through the use
of informal channels that do not adhere to the organization’s hierarchy of author-
ity.43 They coexist with the formal channels but frequently diverge from them by
skipping levels in the hierarchy or cutting across vertical chains of command. Infor-
mal channels help to create open communications in organizations and ensure that
the right people are in contact with one another.”44

One familiar informal channel is the grapevine or network of friendships
and acquaintances through which rumors and other unofficial information are
passed from person to person. Grapevines have the advantage of being able to
transmit information quickly and efficiently. Grapevines also help fulfill the
needs of people involved in them. Being part of a grapevine can provide a sense
of security from “being in the know” when important things are going on. It also
provides social satisfaction as information is exchanged interpersonally. The pri-
mary disadvantage of grapevines occurs when they transmit incorrect or un-
timely information. Rumors can be very dysfunctional, to both people and orga-
nizations. One of the best ways to avoid them is to make sure that key persons
in a grapevine get the right information to begin with.

COMMUNICATION FLOWS AND DIRECTIONS
As shown in Figure 4.6, downward communication follows the chain of command
top to bottom. One of its major functions is to inform. Lower level personnel need
to know what higher levels are doing and to be regularly reminded of key poli-
cies, strategies, objectives, and technical developments. Of special importance is
feedback and information on performance results. Sharing such information helps
minimize the spread of rumors and inaccuracies regarding higher level intentions.
It also helps create a sense of security and involvement among receivers, who feel
they know the whole story. Unfortunately, a lack of adequate downward commu-
nication is often cited as a management failure. On the issue of corporate down-
sizing, for example, one sample showed that 64 percent of employees did not be-
lieve what management said, 61 percent felt uninformed about company plans,
and 54 percent complained that decisions were not well explained.45

The flow of messages from lower to higher levels is upward communica-
tion. As shown in Figure 4.6, it serves several purposes. Upward communication
keeps higher levels informed about what lower level workers are doing, what
their problems are, what suggestions they have for improvements, and how they
feel about the organization and their jobs. The employee surveys used by Sun
Microsystems and mentioned in the chapter opener are examples. But, as you
should recall, status effects can potentially interfere with the effectiveness of up-
ward communication.

The importance of lateral communication in the new workplace has been a
recurrent theme in this book. Today’s customer-sensitive organizations need
timely and accurate feedback and product information. To serve customer needs
they must get the right information—and get it fast enough—into the hands of
workers. Furthermore, inside the organization, people must be willing and able to
communicate across departmental or functional boundaries and to listen to one
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another’s needs as “internal customers.” New organization designs are emphasiz-
ing lateral communication in the form of cross-departmental committees, teams,
or task forces and the matrix organization. Among the developments is growing
attention to organizational ecology—the study of how building design may influ-
ence communication and productivity by improving lateral communications.

COMMUNICATION NETWORKS
Figure 4.7 depicts three interaction patterns and communication networks that
are common within organizations.46 Having the right interaction pattern and
communication network can make a big difference in the way groups function
and in the performance results they achieve. 

Some work arrangements involve interacting groups whose members work
closely together on tasks and in which close coordination of activities takes place.
Information flows to everyone. This interaction pattern results in a decentralized
communication network in which all group members communicate directly
and share information with one another. Sometimes these are also referred to as
all-channel or star communication networks.47 They work best for complex and
non-routine tasks. They also tend to create high levels of member satisfaction.

Other work arrangements involve coacting groups whose members work on
tasks independently, while linked through some form of central coordination.
The required work is divided up and then largely completed by individuals
working alone. Each individual’s activities are coordinated and results pooled by
a central control point. Information flows to a central person and is redistributed.
This creates a centralized communication network, with the central person
serving as the “hub.” Sometimes these are called wheel or chain communication
networks. They work best when tasks are easily routinized or subdivided. In
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these groups, it is usually the central or “hub” person who experiences this satis-
faction. After all, he or she alone is most involved in all aspects of group infor-
mation processing.

Counteracting groups exist when subgroups disagree on some aspect of
workplace operations. The subgroups may experience issue-specific disagree-
ments—such as a temporary debate over the best means to achieve a goal, or the
disagreements may be of longer-term duration—such as labor–management dis-
putes. In either case, the resulting interaction pattern involves a restricted com-
munication network in which polarized subgroups contest one another’s posi-
tions and maintain sometimes antagonistic relations. As would be expected,
communication between the groups is often limited and biased. Problems of de-
structive competition in intergroup dynamics are likely under such circumstances.

Communication and the 
High Performance Workplace

One of the greatest changes in organizations and in everyday life in recent years
has been the great explosion in new communication technologies. We have
moved from the world of the telephone, mail, photocopying, and face-to-face
meetings into one of voice-mail, E-mail, facsimile transmission, computer-medi-
ated conferencing, and use of the Internet and Intranets. The ability to participate
effectively in all forms of the electronic office and communications environment
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is well established as an essential career skill. The increasing importance of 
E-commerce is also transforming the very nature of business in modern
society.48Given the pace and extensiveness of these dynamics, everyone must
keep themselves up to date with the full range of information technologies and
emerging issues in organizational communication.

CHANGING TECHNOLOGIES 
The impact of the new technologies is discussed throughout this book with re-
spect to job design and the growth of telecommuting, organizational design and
the growth of network organizations, and teamwork and the availability of soft-
ware for electronic meetings and decision making, among many other applica-
tions. Advances in information technology are allow-
ing organizations to. (1) distribute information much
faster than before; (2) make more information avail-
able than ever before; (3) allow broader and more
immediate access to this information; (4) encourage
participation in the sharing and use of information;
and, (5) integrate systems and functions, and use in-
formation to link with environments in unprece-
dented ways.

The potential disadvantages of electronic commu-
nications must also be recognized. To begin, the tech-
nologies are largely impersonal; people interact with
machines, not with one another. Electronics also re-
moves nonverbal communications from the situa-
tion—aspects that may otherwise add important con-
text to an interaction. In addition, the electronic
medium can influence the emotional aspects of com-
munication. Some argue, for example, that it is far eas-
ier to be blunt, overly critical, and insensitive when
conveying messages electronically rather than face-to-
face. The term “flaming” is sometimes used to describe
rudeness in electronic communication. In this sense,
the use of computer mediation may make people less
inhibited and more impatient in what they say.49

Another risk of the new communication technolo-
gies is information overload. In some cases, too much
information may find its way into the communication
networks and E-mail systems and basically overload
the systems—both organizational and individual. Indi-
vidual users may have difficulty sorting the useful from
the trivial and may become impatient while doing so. 

In all this, one point remains undeniable: New
communication technologies will continue to keep
changing the nature of work and of office work in
particular. The once-conventional office is fast giving
way to new forms such as telecommuting and the
use of electronic networks. Workers in the future will
benefit as new technologies allow them to spend
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MANAGEMENT INFORMATION SYSTEMS

Enterprise Resource Planning 
Builds the E-Corporation

Total enterprise integration is one of the big pushes these
days. The emergence of the new “E-corporation” is a ma-
jor competitive challenge in many industries. Consider the
example of VF Corporation, which manufactures some $2
billion of jeans each year for major brands including Lee,
Wrangler, Britannia, and Rustler. When Mackey McDonald
took over as the firm’s CEO his vision was to create a com-
puter-savvy company that would use the latest in technolo-
gies to continually identify customer demographics, point-
of-sale, and other relevant information to drive its
production and distribution systems. In short, information
and technology were to be used for competitive advantage.
VF’s integrated information systems begin with SAP soft-
ware, which addresses resource planning at the corporate
level and for the entire organization. SAP serves as the in-
formation systems hub and communicates with special
software programs that individually deal with such needs
as product development, micromarketing, forecasting, ca-
pacity and raw materials planning, manufacturing con-
trol, and warehouse control. It’s all sophisticated and inte-
grated, and with a purpose. The investment costs over $100
million, and VF is still working to get all the software sys-
tems in place. However, the goals of speed to market and
cost efficiency are within reach. McDonald is confident
that the returns will be high. After all, he began the process
by involving employees from all levels of the firm in plan-
ning and identifying systems needs. He says: “Our people
designed the products and the processes. That’s why I think
we can have success.” 



more time out of the traditional office and more time working with customers on
terms that best fit individual needs. 

COMPLEX SOCIAL CONTEXT
There are any number of issues affecting communication in the complex social
context of organizations today. Of continuing interest, for example, is the study of
male and female communication styles. In her book Talking 9 to 5, Deborah Tan-
nen argues that men and women learn or are socialized into different styles and
as a result often end up having difficulties communicating with one another.50

She sees women more oriented toward relationship building in communication,
for example, while men are more prone to seek status through communications.51

Because people tend to surround themselves with those whose communication
styles fit with their own, a further implication is that either women or men may
dominate communications in situations where they are in the majority.52

More and more people are asking a question related to the prior discussion:
“Are women better communicators than men?” A study by the consulting firm
Lawrence A. Pfaff and Associates suggests they may well be.53 The survey shows
that supervisors rank women managers higher than men managers on communi-
cation, approachability, evaluations, and empowering others; their subordinates
also rank women higher on these same items. A possible explanation is that
early socialization and training better prepare women for the skills involved in
communication and may make them more sensitive in interpersonal relation-
ships. In contrast, men may be more socialized in ways that cause communica-
tion problems—such as aggression, competitiveness, and individualism.54 In
considering such possibilities, however, it is important to avoid gender stereo-
typing and to focus instead on the point of ultimate importance—how communi-
cation in organizations can be made most effective.55

Among the controversies in organizational communication today is the issue
of privacy. An example is concern for eavesdropping by employers on em-
ployee use of electronic messaging in corporate facilities. Progressive organiza-
tions are developing internal policies regarding the privacy of employee commu-
nications, and the issue is gaining attention from legislators. A state law in Illinois
now makes it legal for bosses to listen in on employees’ telephone calls. But the
law leaves the boundaries of appropriateness unclear. Such eavesdropping is
common in some service areas such as airlines reservations, where union con-
cerns are sometimes expressed in the context of “Big brother is watching you!”56

The privacy issue is likely to remain controversial as communication technolo-
gies continue to make it easier for employers to electronically monitor the per-
formance and communications of their workers.

Our society also struggles with the political correctness of communications in
the workplace. The vocabulary of work is changing, and people are ever more on
guard not to let their choice of words offend another individual or group. We
now hear references to “people of color,” the “physically challenged,” and “se-
niors;” not too long ago these references may have been different, and they may
be different again in the future. Organizations are taking notice of this issue and
are offering more training to their members to help eliminate in any communica-
tions possible overtones of intolerance and insensitivity.
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Organizational Behavior and Globalization
Most organizations today must achieve high performance in the context of a com-
petitive and complex global environment.1 As we begin the twenty-first century,
we find ourselves fully in the age of globalization with its complex economic
networks of competition, resource supplies, and product markets transcending
national boundaries and circling the globe.2 None of us can have failed to notice
its impact on organizations, the people who work in them, and our everyday
lives. Consider the potential effects of globalization in terms of your own life and
career: (1) You already purchase many products made by foreign firms; (2) you
may someday work overseas in the foreign operation of a domestic firm; (3) you
may someday work overseas as an expatriate employee of a foreign firm; and 
(4) you may someday work as a domestic employee of a foreign firm operating in
your home country. The field of organizational behavior recognizes these realities
and seeks to help you understand the performance implications of work in the
global economy.

A GLOBAL ECONOMY
The rapid growth of information technology and electronic communications has
heightened the average person’s awareness of the global economy. The interna-
tional news brings the entire world into our homes and our thoughts daily. An 
explosion of opportunities on the Internet allows us to share and gather informa-
tion from global sources at low cost and from the convenience of our desktops—
at home, while traveling, or at work. And, always, the transnational movement of
products, trends, values, and innovations continues to change lifestyles at a rapid
pace. At the same time that valuable skills and investments move from country to
country, cultural diversity among the populations is increasing. Immigration is
having profound implications for many nations. Tomorrow’s employers will have
even greater need to deal with multicultural workforces—those that draw workers
from nontraditional labor sources and from ethnic backgrounds representing all
corners of the globe.3

Domestic self-sufficiency is no longer a viable option for nations or busi-
nesses.4 Commercial investments travel the trade routes of the world. Canadian
businesses, for example, have their sights set on America, with some $65 billion
already invested there. Germany is a large investor in the United States, with re-
cent mergers creating the global giants Daimler Chrysler and Deutsche Bank-
Bankers Trust. The Japanese are also large investors with ownership stakes in
over 1500 U.S. factories, employing over 350,000 people.5 Crossing the Atlantic
to Scotland, with its low taxes, excellent infrastructure, and skilled workers,
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many high-technology firms like IBM have invested over $4.5 billion in what is
now being called “Silicon Glen.”6 Global supplier networks play significant roles
in the operations of many industries. The U.S. automobile industry, for example,
imports Japanese, Mexican, and Brazilian engines; utilizes German instruments
and British electronics; and employs Italian designers. Advances in technology
make it possible for software developers in places like Bangalore, India, to work
for global employers without ever having to leave home.

REGIONAL ECONOMIC ALLIANCES
The importance of regional economic alliances as forces in the global economy is
undeniable.7 First and foremost, the European Union (EU) is moving forward
with its agendas of political, economic, and monetary union among member
countries.8 Remarkably, it has seen the advent of a new world currency, the Euro,
which will replace the traditional currencies of many member nations. Within the
EU, businesses from member countries have access to a market of some 400 mil-
lion customers. Agreements to eliminate border controls and trade barriers, create
uniform technical product standards, open government procurement contracts,
and unify financial regulations are all designed to bring economic benefit and
union to Europe, a region whose economy of some $6.5 trillion closely ap-
proaches the U.S.’s $8.0 trillion economy.9

The EU’s counterpart in North America, the North American Free Trade
Agreement (NAFTA), links the economies and customer markets of Canada, the
United States, and Mexico in freer trade. NAFTA has been praised for uniting in
trade a region with more potential customers than the European Union. It now
looks forward to a future of expanded membership to other countries of the
Americas. Some business and government leaders even speak of an all-encom-
passing Free Trade Agreement for the Americas (FTAA) by 2005. At present, the
Caribbean Community (CARICOM) is seeking to negotiate free trade agreements
with Latin American countries. In addition, the Andean Pact (linking Venezuela,
Colombia, Ecuador, Peru, and Bolivia) and Mercosur (linking Brazil, Paraguay,
Uruguay, and Argentina) are already active in South America.10

Similar regional economic partnerships are being forged in other parts of
the globe as well. In Asia, the Asia-Pacific Economic Co-operation Forum
(APEC) is a framework designed to produce joint economic development
among countries of the Asia-Pacific basin. A region that has recently experi-
enced economic turmoil with worldwide financial implications, Asia remains a
world economic power and is the home of many world-class business competi-
tors.11 Japan’s economic influence is ever-evident, as is China’s whose might
may well dominate the twenty-first century. Recent events have further con-
firmed the importance of other Asian countries, especially Taiwan, Singapore,
South Korea, Malaysia, Thailand, and Indonesia. India, with its huge popula-
tion, is an economy on the move and is recognized as a world-class supplier of
software expertise.

Africa, led by developments in post-Apartheid South Africa, has also become
an important member of the global economy. Countries like Uganda, Ivory Coast,
Botswana, South Africa, and Ghana are now recognized as positive business
prospects.12 A report on sub-Saharan Africa recently concluded that the region’s
contextual problems are manageable and that the continent presents investment
opportunities.13 Coca-Cola, one of the American firms responding to this call, pro-
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jects 15 percent growth rates as part of its business plan for Africa. Coca Cola’s
CEO M. Douglas Ivester says: “We see an Africa more directly accountable for its
own destiny than it has for centuries.”14

GLOBAL QUALITY STANDARDS
One indicator of the importance of business globalization is the quality designa-
tion “ISO,” representing quality standards set by the International Standards Or-
ganization in Geneva, Switzerland. This mark of quality excellence has become a
framework for quality assurance worldwide. The European Union and more than
50 countries, including the United States, Canada, and Mexico, have endorsed
the ISO’s quality standard. The certification is fast becoming a goal for compa-
nies around the world who want to do business in Europe and want to win rep-
utations as total quality “world-class” manufacturers.

GLOBAL MANAGERS
Along with prior developments in globalization, the
search is now also on for a new breed of manager—
the global manager, someone who knows how to
conduct business across borders.15 Often multilingual,
the global manager thinks with a world view; appreci-
ates diverse beliefs, values, behaviors, and practices;
and is able to map strategy accordingly. If you fit this
description (see The Effective Manager 5.1), or soon
will, get ready. Corporate recruiters are scrambling to
find people with these skills and interests.

The global dimension in business and manage-
ment, though pervasive, poses many complications
to be overcome. Even high performers with proven
technical skills at home may find that their styles and
attitudes just don’t work well overseas. Experienced 
international managers indicate that a “global mind-
set” of cultural adaptability, patience, flexibility, and
tolerance are indispensable.16 The failure rate for
Americans in overseas assignments has been mea-
sured as high as 25 percent,17 and a study criticizes
British and German companies for giving inadequate
preparation to staff sent abroad.18

Cultures and Cultural Diversity
The word “culture” is frequently used in organizational behavior in connection
with the concept of corporate culture, the growing interest in workforce diversity,
and the broad differences among people around the world. Specialists tend to
agree that culture is the learned, shared way of doing things in a particular soci-
ety. It is the way, for example, in which its members eat, dress, greet and treat one
another, teach their children, solve everyday problems, and so on.19 Geert Hofst-
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ede, a Dutch scholar and consultant, refers to culture as the “software of the
mind,” making the analogy that the mind’s “hardware” is universal among human
beings but the software of culture takes many different forms.20 Indeed, we are not
born with a culture; we are born into a society that teaches us its culture. And be-
cause a culture is shared by people, it helps to define the boundaries between dif-
ferent groups and affect how their members relate to one another.

POPULAR DIMENSIONS OF CULTURE
The popular dimensions of culture are those that are most apparent to the indi-
vidual traveling abroad—for example, language, time orientation, use of space,
and religion.21

Language Perhaps the most conspicuous aspect of culture, and certainly the
one the traveler notices first, is language. The languages of the world number
into the thousands. Some, such as Maltese, are spoken by only a handful of peo-
ple, whereas others, such as English, Spanish, and Chinese, are spoken by mil-
lions. Some countries, such as France and Malaysia, have one official language;
others, such as Canada, Switzerland, and India, have more than one; and still
others, like the United States, have none.

The centrality of language to culture is represented by the Whorfian hypoth-
esis, which considers language as a major determinant of our thinking.22 The vo-
cabulary and structure of a language reflect the history of a society and can also
reveal how members relate to the environment. Arabic, for example, has many
different words for the camel, its parts, and related equipment. As you might ex-
pect, English is very poor in its ability to describe camels. The fact that many
people apparently speak the same language, such as English, doesn’t mean that
they share the same culture. Some words spoken in one language fail to carry
the same meaning from culture to culture or region to region. A “truck” in
Chicago is a “lorry” in London; “hydro” in Calgary is “electric power” in Boston;
grocery shoppers in the American Midwest put “pop” in their “sacks,” East Coast
shoppers put “soda” in their “bags.”

The anthropologist Edward T. Hall notes important differences in the ways
different cultures use language.23 Members of low-context cultures are very
explicit in using the spoken and written word. In these cultures, such as those of
Australia, Canada, and United States, the message is largely conveyed by the
words someone uses, and not particularly by the “context” in which they are
spoken. In contrast, members of high-context cultures use words to convey
only a limited part of the message. The rest must be inferred or interpreted from
the context, which includes body language, the physical setting, and past rela-
tionships—all of which add meaning to what is being said. Many Asian and Mid-
dle Eastern cultures are considered high context, according to Hall, whereas
most Western cultures are low context.

Time Orientation Hall also uses time orientation to classify cultures.24 In poly-
chronic cultures people hold a traditional view of time that may be 
described as a “circle.” This suggests repetition in the sense that time is “cyclical”
and goes around and around. In this view time does not create pressures for im-
mediate action or performance. After all, one will have another chance to pass the
same way again. If an opportunity is lost today—no problem, it may return again
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tomorrow. Members of polychronic cultures tend to
emphasize the present and often do more than one
thing at a time.25 An important business or govern-
ment official in a Mediterranean country, for exam-
ple, may have a large reception area outside his or
her office. Visitors wait in this area and may transact
business with the official and others who move in
and out and around the room, conferring as they go.

Members of monochronic cultures view time
more as a “straight line.” In this “linear” view of
time, the past is gone; the present is here briefly;
and the future is almost upon us. In monochronic
cultures time is measured precisely and creates pres-
sures for action and performance. People appreciate
schedules and appointments and talk about “saving”
and “wasting” time. Long-range goals become im-
portant, and planning is a way of managing the fu-
ture. In contrast to the Mediterranean official in the
last example, a British manager will typically allot a
certain amount of time in her daily calendar to deal
with a business visitor. During this time the visitor
receives her complete attention. Only after one visi-
tor leaves will another one be received, again based
upon the daily schedule.

Use of Space Proxemics, the study of how people
use space to communicate, reveals important cultural
differences.26 Personal space can be thought of as
the “bubble” that surrounds us, and its preferred size
tends to vary from one culture to another. When oth-
ers invade or close in on our personal space, we
tend to feel uncomfortable. Then again, if people are
too far away, communication becomes difficult.
Arabs and South Americans seem more comfortable talking at closer distances
than do North Americans; Asians seem to prefer even greater distances. When a
Saudi moves close to speak with a visiting Canadian executive, the visitor may
back away to keep more distance between them. But the same Canadian may ap-
proach a Malaysian too closely when doing business in Kuala Lumpur, causing
her or his host to back away. Cross-cultural misunderstandings due to different
approaches to personal space are quite common.

In some cultures, often polychronic ones, space is organized in such a way
that many activities can be carried out simultaneously. Spanish and Italian towns
are organized around central squares (plazas or piazzas), whereas American
towns typically have a traditional “Main Street” laid out in linear fashion. Similar
cultural influences are seen in the layout of work space. Americans, who seem
to prefer individual offices, may have difficulty adjusting to Japanese employers
who prefer open floor plans.

Religion Religion is also a major element of culture and can be one of its
more visible manifestations. The influence of religion often prescribes rituals,

In a monochronic 

culture people tend to do

one thing at a time.

OB Across Functions

INFORMATION SYSTEMS

Going Global by Staying High Tech
There is no shortage of assistance for those small and
medium-sized businesses that want to “go global.” Indeed,
the information needed to get started as an exporter and
participant in the marketplaces of the world is available at
the touch of a keyboard—on the Internet. Those looking
for a starting point can go to www.web.idirect.com/
~tiger/supersit.htm. To look up travel guides and location
information in a minute, www.go-global.com is a useful
site. International business is well catalogued at
www.fita.org, and in-depth information on free trade
zones where exports are free of customs duties is available
at www.imex.com/naftz.html. The world of international
business is a world of diverse peoples and cultures. The best
of the best know how to work across cultures with respect
and delight. Visit www.bena.com/ewinters/xculture.html
for essays on a variety of cross-cultural business issues. And
if you want to take a miniature course in exporting, check
Deloitte Touche Tohmatsu’s offering at www.dtonline.
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resources available to facilitate international business 
ventures. But you’ve got to be linked and willing to explore
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technology today provides the potential for competitive 
advantage through expanded global commerce. It’s yours
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holy days, and foods that can be eaten. Codes of ethics and moral behavior of-
ten have their roots in religious beliefs. The influence of religion on economic
matters can also be significant.27 In the Middle East, one finds interest-free “Is-
lamic” banks that operate based on principles set forth in the Koran. In Malaysia,
business dinners are scheduled after 8:00 P.M. so that Muslim guests can first at-
tend to their evening prayer.

VALUES AND NATIONAL CULTURES
Cultures vary in their underlying patterns of values and attitudes. The way peo-
ple think about such matters as achievement, wealth and material gain, risk and
change, may influence how they approach work and their relationships with or-
ganizations. A framework developed by Geert Hofstede offers one approach for
understanding how value differences across national cultures can influence hu-
man behavior at work. The five dimensions of national culture in his framework
can be described as follows.28

1. Power distance is the willingness of a culture to accept status and power
differences among its members. It reflects the degree to which people are
likely to respect hierarchy and rank in organizations. Indonesia is consid-
ered a high–power distance culture, whereas Sweden is considered a rela-
tively low–power distance culture.

2. Uncertainty avoidance is a cultural tendency toward discomfort with risk
and ambiguity. It reflects the degree to which people are likely to prefer
structured or unstructured organizational situations. France is considered a
high–uncertainty avoidance culture, whereas Hong Kong is considered a
low–uncertainty avoidance culture.

3. Individualism–collectivism is the tendency of a culture to emphasize in-
dividual versus group interests. It reflects the degree to which people are
likely to prefer working as individuals or working together in groups. The
United States is a highly individualistic culture, whereas Mexico is a more
highly collectivist one.

4. Masculinity–femininity is the tendency of a culture to value stereotypical
masculine or feminine traits. It reflects the degree to which organizations
emphasize competition and assertiveness versus interpersonal sensitivity
and concerns for relationships. Japan is considered a very masculine cul-
ture, whereas Thailand is considered a more feminine culture.

5. Long-term/short-term orientation is the tendency of a culture to empha-
size values associated with the future, such as thrift and persistence, versus
values that focus largely on the present. It reflects the degree to which peo-
ple and organizations adopt long-term or short-term performance horizons.
South Korea is high on long-term orientation, whereas the United States is a
more short-term-oriented country.

The first four dimensions in Hofstede’s framework were identified in an exten-
sive study of thousands of employees of a multinational corporation operating in
more than 40 countries.29 The fifth dimension of long-term/short-term orienta-
tion was added from research conducted by cross-cultural psychologist Michael
Bond and his colleagues using the Chinese Values Survey they developed.30
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Their research suggested the cultural importance of Confucian dynamism, with
its emphasis on persistence, the ordering of relationships, thrift, sense of shame,
personal steadiness, reciprocity, protection of “face,” and respect for tradition.31 

When using the Hofstede framework, it is important to remember that the
five dimensions are interrelated and not independent.32 National cultures may
best be understood in terms of cluster maps or collages that combine multiple
dimensions. For example, Figure 5.1 shows a sample grouping of countries
based on individualism–collectivism and power distance. Note that high power
distance and collectivism are often found together, as are low power distance
and individualism. Whereas high collectivism may lead us to expect a work team
in Indonesia to operate by consensus, the high power distance may cause the
consensus to be heavily influenced by the desires of a formal leader. A similar
team operating in more individualist and low power distance Great Britain or
America might make decisions with more open debate, including expressions of
disagreement with a leader’s stated preferences.

UNDERSTANDING CULTURAL DIFFERENCES
To work well with people from different cultures, you must first understand your
own culture. We are usually unaware of our own culture until we come into
contact with a very different one. Knowing your own culture will help guard you
against two problems that frequently arise in international dealings. One is the
danger of parochialism—assuming that the ways of your culture are the only
ways of doing things. The other is the danger of ethnocentrism—assuming that
the ways of your culture are the best ways of doing things.33 It is parochial for a
traveling American businesswoman to insist that all of her business contacts
speak English, whereas it is ethnocentric for her to think that anyone who dines
with a spoon rather than a knife and fork lacks proper table manners.

A framework developed by Fons Trompenaars offers a useful vantage point
for better understanding and, hopefully, dealing with cultural differences.34

Working from a databank of respondents from 47 national cultures, he suggests
that cultures vary in the way their members solve problems of three major types:
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(1) relationships with people, (2) attitudes toward time, and (3) attitudes toward
the environment.

Trompenaars identifies five major cultural differences in how people handle
relationships with other people. The orientations, as illustrated in Figure 5.2, are:

1. Universalism versus particularism—relative emphasis on rules and consis-
tency, or relationships and flexibility.

2. Individualism versus collectivism—relative emphasis on individual freedom
and responsibility, or group interests and consensus.

3. Neutral versus affective—relative emphasis on objectivity and detachment,
or emotion and expressed feelings.

4. Specific versus diffuse—relative emphasis on focused and narrow involve-
ment, or involvement with the whole person.

5. Achievement versus prescription—relative emphasis on performance-based
and earned status, or ascribed status.

With regard to problems based on attitudes toward time, Trompenaars distin-
guishes between cultures with sequential versus synchronic orientations. Time in
a sequential view is a passing series of events; in a synchronic view, it consists of
an interrelated past, present, and future. With regard to problems based on atti-
tudes toward the environment, he contrasts how different cultures may relate to
nature in inner-directed versus outer-directed ways. Members of an inner-di-
rected culture tend to view themselves separate from nature and believe they
can control it. Those in an outer-directed culture view themselves as part of na-
ture and believe they must go along with it.

Globalization and People at Work
OB scholars are increasingly sensitive to the need to better understand how
management and organizational practices vary among the world’s cultures. In
this sense, we must be familiar with the importance of multinational employers,
the diversity of multicultural workforces, and the special demands of interna-
tional work assignments.
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MULTINATIONAL EMPLOYERS
A true multinational corporation, or MNC, is a business firm that has exten-
sive international operations in more than one foreign country. MNCs are more
than just companies that “do business abroad;” they are global concerns—exem-
plified by Ford, Royal-Dutch Shell, Sony, and many others. The missions and
strategies of MNCs are worldwide in scope. In the public sector, multinational or-
ganizations (MNOs) are those with nonprofit missions whose operations also
span the globe. Examples are Amnesty International, the International Red Cross,
the United Nations, and the World Wildlife Fund.

The truly global organization operates with a total world view and does not
have allegiance to any one national “home.” Futurist Alvin Toffler labels them
transnational organizations that “may do research in one country, manufacture
components in another, assemble them in a third, sell the manufactured goods in
a fourth, deposit surplus funds in a fifth, and so on.”35 Although the pure
transnational corporation may not yet exist, large firms like Nestle, Gillette, and
Ford are striving hard to move in that direction. Greatly facilitating those moves
are new information technologies, which allow organizations to operate through
virtual linkages with components and suppliers located around the world.

The MNCs have enormous economic power and impact. Toffler, in particu-
lar, warns that “the size, importance, and political power of this new player in
the global game has skyrocketed.”36 Their activities can bring both benefits and
controversies to host countries. One example is in Mexico, where many
maquiladoras, or foreign-owned plants, assemble imported parts and ship 
finished products to the United States. Labor is relatively inexpensive for the 
foreign operators, while Mexico benefits from industrial development, reduced
unemployment, and increased foreign exchange earnings. But some complain
about the downsides of maquiladoras—stress on housing and public services in
Mexican border towns, inequities in the way Mexican workers are treated
(wages, working conditions, production quotas) relative to their foreign counter-
parts, and the environmental impact of pollution from the industrial sites.37

MULTICULTURAL WORKFORCES
What is the best way to deal with a multicultural workforce? There are no easy
answers. Styles of leadership, motivation, decision making, planning, organizing,
leading, and controlling vary from country to country.38 Managing a construction
project in Saudi Arabia with employees from Asia, the Middle East, Europe, and
North America working side by side will clearly present challenges different
from those involved in a domestic project. Similarly, establishing and success-
fully operating a joint venture in Kazakhstan, Nigeria, or Vietnam will require a
great deal of learning and patience. In these and other international settings, po-
litical risks and bureaucratic difficulties further complicate the already difficult
process of working across cultural boundaries.

The challenges of managing across cultures, however, are not limited to in-
ternational operations. In this connection, a new term has been coined—domes-
tic multiculturalism, which describes cultural diversity within a given national
population: This diversity will be reflected in the workforces of local organiza-
tions.39 Los Angeles, for example, is a popular home to many immigrant groups.
Some 20 percent of the city’s school children speak other languages more flu-

Section Five ■ 215

A multinational corpo-

ration is a business with ex-

tensive international opera-

tions in more than one

country.



ently than they speak English; in Vancouver, British Columbia, Chinese is also
the mother tongue of some 20 percent of the population.

EXPATRIATE WORK ASSIGNMENTS
The human resources firm ComPsych reports there are over 350,000 Americans
working abroad for U.S. employers.40 People who work and live abroad for ex-
tended periods of time are referred to as expatriates. The cost of an expatriate
worker can be very expensive for the employer. An executive earning $100,000
per year in the United States, for example, might cost her company more than
$300,000 in the first year of an assignment in England—with the added cost tied
to compensation, benefits, transfer, and other relocation expenses. Estimates are
that a three-year expatriate assignment will cost the employer an average of $1
million.41 To get the most out of the investment, progressive employers will max-
imize the potential of expatriate performance success by taking a variety of sup-
portive actions.42 They carefully recruit employees who have the right sensitivi-
ties and skills, provide them with good training and orientation to the foreign
culture, actively support them while working abroad, give extra attention to the
needs of the expatriate’s family members, and pay careful attention to relocation
when the expatriate and family return home.

Expatriates usually face their greatest problems when entering and working
in a foreign culture, and when experiencing repatriation on the return home.
Figure 5.3 illustrates phases in the typical expatriate work assignment, beginning
with the initial assignment shock the person experiences upon being informed
of a foreign posting. How recruitment, selection, and orientation are handled
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during this stage can have an important influence on the assignment’s eventual
success. Ideally, the employee, along with his or her spouse and family, is al-
lowed to choose whether or not to accept the opportunity. Also ideally, proper
pre-departure support and counseling are given to provide “realistic expecta-
tions” of what is to come.

The expatriate undergoes three phases of adjustment to the new country.43

First is the tourist stage, in which the expatriate enjoys discovering the new cul-
ture. Second is the disillusionment stage, in which his or her mood is dampened
as difficulties become more evident. Typical problems include conversing well in
the local language and obtaining personal products and food supplies of prefer-
ence. Third, the expatriate’s mood often hits bottom in the stage of culture
shock. Here confusion, disorientation, and frustration in the ways of the local
culture and living in the foreign environment set in. If culture shock is well han-
dled, the expatriate begins to feel better, function more effectively, and lead a
reasonably normal life. If it isn’t, work performance may suffer, even deteriorat-
ing to the point where a reassignment home may be necessary.

At the end of the expatriate assignment, perhaps after three or four years,
the reentry process can also be stressful.44 After an extended period away, the
expatriate and his or her family have changed and the home country has
changed as well. One does not simply “fall back in”; rather, it takes time to get
used to living at home again. Furthermore, in too many instances little thought
may be given to assigning the returned expatriate a job that matches his or her
current skills and abilities. While abroad, the expatriate has often functioned
with a great degree of independence—something that may or may not be possi-
ble at home. Problems caused by reentry shock can be minimized through care-
ful planning. This includes maintaining adequate contact with the home office
during the expatriate assignment as well as having all possible support for the
move back. Employers should also identify any new skills and abilities, and as-
sign returned expatriates to jobs commensurate with their abilities. As organiza-
tions utilize more and more expatriate assignments, their career planning and
development systems must also operate on a global scale.

ETHICAL BEHAVIOR ACROSS CULTURES
The importance of ethical issues in organizational behavior and management has
been discussed. In the international arena, special ethical challenges arise as a
result of cultural diversity and the variation in governments and legal systems
that characterize our world. Prominent current issues include corruption and
bribery in international business practices, poor working conditions and the em-
ployment of child and prison labor in some countries, and the role of interna-
tional business in supporting repressive governments that fail to protect and re-
spect the basic human rights of citizens.45

In the United States, the Foreign Corrupt Practices Act of 1977 makes it ille-
gal for firms to engage in corrupt practices overseas, such as giving bribes to
government officials in order to obtain business contracts. In 1999, member
countries of the Organization for Economic Development agreed to ban payoffs
to foreign officials by their countries’ businesses. The United States government
is pushing for more countries to join the movement against bribe giving and tak-
ing, and suggestions have been made that the World Bank consider corruption
as a criterion when making loan decisions.46

Section Five ■ 217



The term sweatshop is increasingly in the news these days, and refers to 
organizations that force workers to labor under adverse conditions that may 
include long work days, unsafe conditions, and even the use of child labor. A va-
riety of advocacy groups are now active in campaigning against sweatshops, and
a number of well-recognized firms have been the targets of their attention—in-
cluding such well-recognized multinationals as Nike, Mattel, and Disney. Watch-
dog groups in Asia, for example, have criticized Disney for allowing some of its
contract manufacturers in China to force workers to labor seven days a week, up
to 16 hours a day, and at no overtime. Mattel has been accused of engaging sub-
contractors who run “sweatshop Barbie” assembly lines that include extra-long
work hours and heavy fines for workers’ mistakes. In response to such criticisms
more multinational employers are engaging outside consultants to conduct social
audits of their international operations, adopting formal codes of ethical prac-
tices governing subcontractors, and backing external codes of conduct such as
Social Accountability 8000—a certificate awarded by the Council on Economic
Priorities. Nike, Disney, and Mattell have each taken steps along these lines to
ensure that products made under their name are manufactured 
under conditions that meet acceptable standards.47 Worth considering is the fol-
lowing comment by Jack Sheinkman, President Emeritus of the Amalgamated
Clothing and Textile Workers Union, and member of the Council on Economic
Priorities Advisory Board:

As business becomes ever-more global in scope and its links in the chain of 
production extend further, the task of rating corporate social responsibility has
become more complex. So, too, has the safeguarding of workers’ rights…espe-
cially when responsibility is shared among manufacturers, contractors, subcon-
tractors, buying agents,…and other parties to business agreements which 
transcend time-zones, language barriers, and developing and industrialized
country borders alike.48

A continuing issue for debate in this area of international business and manage-
ment practices is the influence of culture on ethical behavior. Figure 5.4 presents
a continuum that contrasts “cultural relativism” with “ethical imperialism.” 
Business ethicist Thomas Donaldson describes cultural relativism as the posi-
tion that there is no universal right way to behave and that ethical behavior is
determined by its cultural context.49 In other words, international business behavior
is justified on the argument: “When in Rome do as the Romans do.” If one accepts
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cultural relativism, a sweatshop operation would presumably be okay as long as it
was consistent with the laws and practices of the local culture. The opposite ex-
treme on the continuum in Figure 5.4 reflects an absolutist or universalistic assump-
tion that there is a single moral standard that fits all situations, regardless of culture
and national location. In other words, if a practice such as child labor is not accept-
able in one’s home environment it shouldn’t be engaged in elsewhere. Critics of the
absolutist approach claim that it is a form of ethical imperialism because it attempts
to impose external ethical standards unfairly or inappropriately on local cultures
and fails to respect their needs and unique situations.

Donaldson suggests that there is no simple answer to this debate and warns
against the dangers of both cultural relativism and ethical imperialism. He makes
the case that multinational businesses should adopt core or threshold values to
guide behavior in ways that respect and protect fundamental human rights in
any situation. However, he also suggests that there is room beyond the threshold
to adapt and tailor one’s actions in ways that respect the traditions, foundations,
and needs of different cultures.50

A Global View of Organizational Learning
Organizational learning was first defined in Section 1 as the process of acquiring
the knowledge necessary to adapt to a changing environment. In the context
and themes of this section, the concept can be extended to global organiza-
tional learning—the ability to gather from the world at large the knowledge 
required for long-term organizational adaptation. Simply stated, people from 
different cultures and parts of the world have a lot to learn from one another
about organizational behavior and management.

ARE MANAGEMENT THEORIES UNIVERSAL?
One of the most important questions to be asked and answered in this age of
globalization is whether or not management theories are universal. That is, can
and should a theory developed in one cultural context be transferred and used
in another? The answer according to Geert Hofstede is “no,” at least not without
careful consideration of cultural influences. Culture can influence both the devel-
opment of a theory or concept and its application. As an example, Hofstede cites
the issue of motivation. He notes that Americans have historically addressed mo-
tivation from the perspective of individual performance and rewards—consistent
with their highly individualistic culture. However, concepts such as merit pay
and job enrichment may not fit well in other cultures where high collectivism
places more emphasis on teamwork and groups. Hofstede’s point, and one well
worth remembering, is that although we can and should learn from what is taking
place in other cultures, we should be informed consumers of that knowledge.
We should always factor cultural considerations into account when transferring
theories and practices from one setting to the next.51

A good case in point relates to the interest generated some years ago in
Japanese management approaches, and based upon the success experienced at
the time by Japanese industry.52 Japanese firms have traditionally been described
as favoring lifetime employment with strong employee-employer loyalty, seniority
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pay, and company unions. Their operations have emphasized a quality commit-
ment, the use of teams and consensus decision making, and career development
based upon slow promotions and cross-functional job assignments.53

Although the Japanese economy and many of its firms have had problems of
their own recently, management scholars and consultants recognize that many
lessons can still be learned from their practices. However, we also recognize that
cultural differences must be considered in the process.54 Specifically, what works
in Japan may not work as well elsewhere, at least not without some modifications.
Japan’s highly collectivist society, for example, contrasts markedly with the highly
individualistic cultures of the United States and other Western nations. It is only
reasonable to expect differences in their management and organizational practices.

BEST PRACTICES AROUND THE WORLD
An appropriate goal in global organizational learning is to identify the “best prac-
tices” found around the world. What is being done well in other settings may be of
great value at home, whether that “home” is in Africa, Asia, Europe, North America,
or anywhere else. Whereas the world at large once looked mainly to the North
Americans and Europeans for management insights, today we recognize that poten-
tial “benchmarks” of excellence for high performance organizations can be discov-
ered anywhere. For example, the influence of the Japanese approaches as a stimu-
lus to global organizational learning is evident in many of the workplace themes
with which you will become familiar in this book. These include growing attention
to the value of teams and work groups, consensus decision making, employee in-
volvement, flatter structures, and strong corporate cultures. These and related con-
cepts and themes are well represented in today’s high performance organizations.

As the field of organizational behavior continues to mature in its global re-
search and understanding, we will all benefit from an expanding knowledge
base that is enriched by cultural diversity. Organizational behavior is a science of
contingencies, and one of them is culture. No one culture possesses all of the
“right” answers to today’s complex management and organizational problems.
But a sincere commitment to global organizational learning can give us fresh
ideas while still permitting locally appropriate solutions to be implemented with
cultural sensitivity. This search for global understanding will be reflected in the
following chapters as we move further into the vast domain of OB.

Technology and Job Design
The concept of sociotechnical systems is used in organizational behavior to
indicate the importance of integrating people and technology to create high per-
formance work systems.55 As computers and information technologies continue
to dominate the modern workplace, this concept remains an important point of
reference in incorporating new developments into job designs.

AUTOMATION AND ROBOTICS
As mentioned earlier, highly simplified jobs often cause problems because they
offer little intrinsic motivation for the worker. Such tasks have been defined so
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narrowly that they lack challenge and lead to boredom when someone has to re-
peat them over and over again. Given the high technology now available, one
way to tackle this problem is through complete automation where a machine is
used to do the work previously accomplished by a human. This approach in-
creasingly involves the use of robots, which are becoming ever more versatile
and reliable. Also, robot prices are falling as the cost of human labor rises. Japan
presently leads the world in robot use, with a ratio of one robot for every 36
people employed in manufacturing. The United States lags far behind, but its
robot use is growing rapidly.56 If you were to travel to Wolfsburg, Germany, you
would find that Volkswagen’s car plant is one of the world’s largest and most
highly automated. Robots do 80 percent of welding work and can be pro-
grammed to perform different tasks. Computers control the assembly line, adjust-
ing production to fit schedules for different models and options.57

FLEXIBLE MANUFACTURING SYSTEMS
In flexible manufacturing systems, adaptive computer-based technologies
and integrated job designs are used to shift work easily and quickly among alter-
native products. This approach is increasingly common, for example, in compa-
nies supporting the automobile industry with machined metal products, such as
cylinder heads and gear boxes.58 Here, a cellular manufacturing system contains
a number of automated production machines that cut, shape, drill, and fasten to-
gether various metal components. The machines can be quickly changed from
manufacturing one product to another.59 Workers in flexible manufacturing cells
perform few routine assembly-line tasks. Rather, they ensure that the operations
are handled correctly, and they deal with the changeover from one product con-
figuration to another. They develop expertise across a wide range of functions
and the jobs are rich in potential for enriched core job characteristics.

ELECTRONIC OFFICES
Electronic office technology was the key when U.S. Healthcare, a large, private
practice–based health maintenance organization (HMO), became interested in
improving the quality of its health-care services. The company installed large
electronic bulletin boards that monitored progress toward a range of perfor-
mance goals. It also installed an E-mail system, put in robots to deliver the paper
mail, and installed a computerized answering machine. Essentially, the company
tried to automate as many tasks as possible to free people for more challenging
work. Similarly, Mutual Benefit Life completely reorganized the way it serviced
insurance application forms—once handled by as many as 19 people across five
departments. Mutual created a new case manager position responsible for 
processing applications from their inception until policies were issued. Accom-
panying this radical change in job design were powerful PC-based workstations
designed to assist decision making and connected to a variety of automated sub-
systems on a mainframe.60

Continuing developments in electronic offices offer job enrichment possibili-
ties for those workers equipped to handle the technology. But those jobs can be
stressful and difficult for those who do not have the necessary education or skills.
One survey showed that even in highly developed countries like those in Europe,
54 percent of workers possessed inadequate skills to operate a computer; the pro-
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portion was about one-third in the United States.61 People who work continuously
with computers are also beginning to experience physical ailments associated with
repetitious keyboarding and mouse movements. Clearly, the high technologies of
the new workplace must be carefully integrated with the human factor.

WORK-FLOW AND PROCESS REENGINEERING
One of the latest approaches for improving job designs and performance is based
on the concept of process reengineering—the analysis, streamlining, and re-
configuration of actions and tasks required to reach a work goal.62 The process
design approach systematically breaks processes down into their specific compo-
nents and subtasks, analyzes each for relevance and simplicity, and then does ev-
erything possible to reconfigure the process to eliminate wasted time, effort, and
resources. A classic example might be the various steps required to gain approval
for a purchase order to buy a new computer. The process reengineering ap-
proach looks at every step in the process, from searching for items and vendors
to obtaining bids, completing necessary forms, securing required signatures and
approvals, actually placing the order, and so on to the point at which the new
computer arrives, is checked in, is placed into an equipment inventory, and then
is finally delivered to the workplace. In all this, one simple question drives the
reengineering approach: What is necessary and what can be eliminated? 

Goal Setting and Job Design
Goals are important aspects of any job design. Without proper goals, employees
may suffer a direction problem. Some years ago, for example, a Minnesota
Vikings’ defensive end gathered up an opponent’s fumble. Then, with obvious
effort and delight, he ran the ball into the wrong end zone. Clearly, the athlete
did not lack motivation. Unfortunately, however, he failed to channel his ener-
gies toward the right goal. Similar problems are found in many work settings.
They can be eliminated, or at least reduced, by the proper setting and clarifica-
tion of task goals.

GOAL SETTING THEORY
Goals play an important part in high performance work environments. Goal set-
ting is the process of developing, negotiating, and formalizing the targets or ob-
jectives that a person is responsible for accomplishing.63 Over a number of years,
Edwin Locke and his associates have developed a comprehensive framework
linking goals to performance as shown in Figure 5.5. The model uses elements
of expectancy theory from Section 3 to help clarify the implications of goal set-
ting for performance while taking into account certain moderating conditions,
such as ability and task complexity.

GOAL SETTING GUIDELINES
Research using and extending these predictions is now quite extensive. Indeed,
more research has been done on goal setting than any other theory related to
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work motivation.64 Nearly 400 studies have been conducted in several countries,
including Australia, England, Germany, Japan, and the United States.65 The basic
precepts of goal-setting theory remain a most important source of advice for
managing human behavior in the work setting.

Managerially speaking, the implications of the Locke and Latham model and
related goal-setting research can be summarized as follows.66 First, difficult goals
are more likely to lead to higher performance than are less difficult ones. How-
ever, if the goals are seen as too difficult or impossible, the relationship with per-
formance no longer holds. For example, you will likely perform better as a fi-
nancial services agent if you have a goal of selling six annuities a week than if
you have a goal of three. However, if your goal is 15 annuities a week, you may
consider that as impossible to achieve, and your performance may well be lower
than what it would be with a more realistic goal.

Second, specific goals are more likely to lead to higher performance than are
no goals or vague or very general ones. All too often people work with very gen-
eral goals such as the encouragement to “do your best.” Research indicates that
more specific goals, such as selling six computers a day, are much more motiva-
tional than a simple “do your best” goal.

Third, task feedback, or knowledge of results, is likely to motivate people to-
ward higher performance by encouraging the setting of higher performance
goals. Feedback lets people know where they stand and whether they are on
course or off course in their efforts. For example, think about how eager you are
to find out how well you did on an examination.

Fourth, goals are most likely to lead to higher performance when people have
the abilities and the feelings of self-efficacy required to accomplish them. The in-
dividual must be able to accomplish the goals and feel confident in those abili-
ties. To take the financial services example again, you may be able to do what’s
required to sell six annuities a week and feel confident that you can. If your goal
is 15, however, you may believe that your abilities are insufficient to the task and
thus lack the confidence to work hard enough to accomplish it.
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Fifth, goals are most likely to motivate people toward higher performance
when they are accepted and there is commitment to them. Participating in the
goal-setting process helps build such acceptance and commitment. It helps cre-
ate “ownership” of the goals. However, Locke and Latham report that goals as-
signed by someone else can be equally effective. The assigners are likely to be
authority figures, and that can have an impact. The assignment also implies that
the subordinate can actually reach the goal. Moreover, assigned goals often are a
challenge and help define the standards people use to attain self-satisfaction
with their performance. According to Locke and Latham, assigned goals lead to
poor performance only when they are curtly or inadequately explained.

GOAL SETTING AND MBO
When we speak of goal setting and its potential to influence individual perfor-
mance at work, the concept of management by objectives, or MBO, immediately
comes to mind. The essence of MBO is a process of joint goal setting between a
supervisor and a subordinate.67 It involves managers working with their subordi-
nates to establish performance goals and plans that are consistent with higher
level work unit and organizational objectives. When this process is followed
throughout an organization, MBO helps clarify the hierarchy of objectives as a
series of well-defined means–end chains.

Figure 5.6 shows a comprehensive view of MBO. The concept is consistent
with the notion of goal setting and its associated principles discussed above. No-
tice how joint supervisor–subordinate discussions are designed to extend partici-
pation from the point of establishing initial goals to the point of evaluating re-
sults in terms of goal attainment. In addition to these goal-setting steps, a
successful MBO system calls for careful implementation. Not only must workers
have the freedom to carry out the required tasks, managers should be prepared
to actively support their efforts to achieve the agreed-upon goals.

Although a fair amount of research based on case studies of MBO success is
available, few rigorously controlled studies have been done. What there is re-
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ports mixed results.68 In general, and as an application of goal-setting theory,
MBO has much to offer. But it is by no means easy to start and keep going.
Many firms have started and dropped the approach because of difficulties expe-
rienced early on. Among the specific problems it creates are too much paper-
work documenting goals and accomplishments and too much emphasis on goal-
oriented rewards and punishments, top-down goals, goals that are easily stated
in objective terms, and individual instead of group goals. MBO also may need to
be implemented organizationwide if it is to work well.

Alternative Work Arrangements
Alternative ways of scheduling time are becoming increasingly common in the
workplace. These arrangements are essentially reshaping the traditional 40-hour
week, 9 to 5 schedules where work is done on the premises. Virtually all such
plans are designed to influence employee satisfaction and to help employees
balance the demands of their work and nonwork lives.69 They are becoming
more and more important in fast-changing societies where demands for “work-
life balance” and more “family-friendly” employers are growing ever more ap-
parent.70 For example, dual-career families with children, part-time students,
older workers (retired or near retirement age), and single parents are all candi-
dates for alternative work arrangements.

COMPRESSED WORK WEEKS
A compressed work week is any scheduling of work that allows a full-time job
to be completed in fewer than the standard five days. The most common form of
compressed work week is the “4/40” or 40 hours of work accomplished in four
10-hour days. 

This approach has many possible benefits. For the worker added time off is a
major feature of this schedule. The individual often appreciates increased leisure
time, three-day weekends, free weekdays to pursue personal business, and lower
commuting costs. The organization can benefit, too, in terms of lower employee
absenteeism, and improved recruiting of new employees. But, there are also po-
tential disadvantages. Individuals can experience increased fatigue from the ex-
tended workday and family adjustment problems. The organization can experi-
ence work scheduling problems and customer complaints because of breaks in
work coverage. Some organizations may face occasional union opposition and
laws requiring payment of overtime for work exceeding eight hours of individual
labor in any one day. Overall reactions to compressed work weeks are likely to
be most favorable for employees allowed to participate in the decision to adopt
the new work week, who have their jobs enriched as a result of the new sched-
ule, and who have strong higher-order needs in Maslow’s hierarchy.71

FLEXIBLE WORKING HOURS
Another innovative work schedule, flexible working hours or flextime, gives
individuals a daily choice in the timing of their work commitments. One such
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schedule requires employees to work four hours of
“core” time but leaves them free to choose their re-
maining four hours of work from among flexible
time blocks. One person, for example, may start
early and leave early, whereas another may start
later and leave later. This flexible work schedule is
becoming increasingly popular and is a valuable al-
ternative for structuring work to accommodate indi-
vidual interests and needs. 

Flextime increases individual autonomy in work
scheduling and offers many opportunities and bene-
fits (see The Effective Manager 5.2). It is a way for
dual-career couples to handle children’s schedules
as well as their own; it is a way to meet the demands
of caring for elderly parents or ill family members; it
is even a way to better attend to such personal af-
fairs as medical and dental appointments, home
emergencies, banking needs, and so on. Proponents

of this scheduling strategy argue that the discretion it allows workers in schedul-
ing their own hours of work encourages them to develop positive attitudes and
to increase commitment to the organization. A majority of American workplaces
already have flextime programs, and the number is growing.72 An Aetna man-
ager, commenting on the firm’s flexible working hours program, said: “We’re not
doing flexible work scheduling to be nice, but because it makes business
sense.”73

JOB SHARING
In job sharing, one full-time job is assigned to two or more persons who then
divide the work according to agreed-upon hours. Often, each person works half
a day, but job sharing can also be done on a weekly or monthly basis. Although
it is practiced by only a relatively small percentage of employers, human-re-
source experts believe that job sharing is a valuable alternative work arrange-
ment.74

Organizations benefit from job sharing when they can attract talented people
who would otherwise be unable to work. An example is the qualified teacher
who also is a parent. This person may be able to work only half a day. Through
job sharing, two such persons can be employed to teach one class. Some job
sharers report less burnout and claim that they feel recharged each time they re-
port for work. The tricky part of this arrangement is finding two people who will
work well with each other. When middle managers Sue Mannix and Charlotte
Schutzman worked together at Bell Atlantic, for example, they faithfully coordi-
nated each other’s absences with Schutzman working Mondays, Tuesdays, and
Wednesday mornings and Mannix working the rest of the work week.75

Job sharing should not be confused with a more controversial arrangement
called work sharing. This occurs when workers agree to cut back on the number
of hours they work in order to protect against layoffs. Workers may agree to vol-
untarily reduce 20 percent of hours worked and pay received, rather than have
the employer cut 20 percent of the workforce during difficult economic times.
Legal restrictions prohibit this practice in some settings.
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WORK AT HOME AND THE VIRTUAL OFFICE
High technology is influencing yet another alternative work arrangement that is
becoming increasingly visible in many employment sectors ranging from higher
education to government and from manufacturing to services. Telecommuting
describes work done at home or in a remote location via use of computers and
advanced telecommunications linkages with a central office or other employ-
ment locations. This arrangement sometimes is called flexiplace. At IBM,
Canada, flexiplace means working most of the time from a home office and
coming into IBM corporate offices only for special meetings. In a practice
known as hoteling, temporary offices are reserved for these workers during the
times they visit the main office. Worldwide, some 20 percent of IBM’s workforce
of 270,000 employees spends two or more days a week working at home or vis-
iting customers.76

The notion of telecommuting is more and more associated with the virtual
office, where the individual works literally “from the road” and while traveling
from place-to-place or customer-to-customer by car or airplane. In all cases, the
worker remains linked electronically with the home office.77 The number of
workers who are telecommuting is growing daily; AT&T reports that some 55
percent of its managers telecommute, and Cisco Sys-
tems states that 66 percent of its workforce overall
telecommutes.78

Telecommuting offers the individual the potential
advantages of flexibility, the comforts of home, and
choice of locations consistent with one’s lifestyle. In
terms of advantages to the organization, this alterna-
tive often produces cost savings and efficiency as well
as employee satisfaction. On the negative side,
telecommuters sometimes complain of isolation from
co-workers, decreased identification with the work
team, and technical difficulties with the computer
linkages essential to their work arrangement. Yet
overall, the practice continues to grow, with more or-
ganizations now offering special training in the vir-
tual management of telecommuters. Increasingly too,
managers are also telecommuting. At AT&T, for exam-
ple, almost 30 percent of managers work at home at
least one day per week.79

PART-TIME WORK
Part-time work has become an increasingly promi-
nent and controversial work arrangement. In tem-
porary part-time work an employee is classified as
“temporary” and works less than the standard 40-
hour work week. In permanent part-time work
the person is considered a “permanent” member of
the workforce but contributes fewer hours than the
standard, typically 40-hour work week. For example,
at Peet’s Coffee and Tea, many of the loyal and satis-
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New Hiring Practices Have Legal Implications
Flexibility is a watchword of the day in any consideration
of work scheduling. The term applies not only to the needs
of the workers who want more flexibility in their hours, but
also to employers who want flexibility in expanding and
contracting their workforces. It is here that the role of the
part-time or temporary worker becomes important. When
companies employ temporary workers on a regular basis,
for at least a year or more, these workers are sometimes
called “permatemps.” New legal challenges in U.S. courts
are raising important issues of labor law even as part-time
and contingency workers become more integral to the hu-
man-resource strategies of many organizations. The ques-
tion relates largely to the availability of benefits for per-
matemps, based on who is considered their true
“employer.” If the company is considered the employer, in-
stead of the individual worker being considered an inde-
pendent contractor, permatemps in effect become “com-
mon-law workers.” As such, under federal pension laws
they are eligible for the benefits available to other workers,
unless they have been specifically excluded by policy. Ben-
efits lawyers are watching current cases carefully, since the
rulings could open the door for future lawsuits.



fied Peetniks fall into this category. By working at least 21 hours a week, they
are considered permanent and gain access to important benefits otherwise de-
nied to the temporary part-time workers.80

Usually, temporary part-timers are easily released and hired as needs dictate.
Accordingly, many organizations use part-time work to hold down labor costs
and to help smooth out peaks and valleys in the business cycle. Employers also
may use part-time work to better manage what may be called “retention quality.”
These workers are highly skilled individuals committed to their careers who
want to continue to develop professionally but who can only work part time.
Part-time nurses, among others, fall in this category.81

The part-time work schedule can be a benefit to people who want to sup-
plement other jobs or who want something less than a full work week for a vari-
ety of personal reasons. For someone who is holding two jobs, including at least
one part time, the added burdens can be stressful and may affect performance in
either one or both work settings. Furthermore, part-timers often fail to qualify for
fringe benefits, such as health care, life insurance, and pensions, and they may
be paid less than their full-time counterparts. Nevertheless, part-time work
schedules are of growing practical importance because of the organizational ad-
vantages they offer.

Organizational Design and Size
Organizational design is the process of choosing and implementing a structural
configuration.82 The choice of an appropriate organizational design is contingent
upon several factors, including the size of the firm, its operations and information
technology, its environment, and the strategy it selects for growth and survival.

For many reasons, large organizations cannot be just bigger versions of their
smaller counterparts. As the number of individuals in a firm increases arithmeti-
cally, the number of possible interconnections among them increases geometri-
cally. In other words, the direct interpersonal contact among all members in a
large organization must be managed. The design of small firms is directly influ-
enced by its core operations technology, whereas larger firms have many core
operations technologies in a wide variety of much more specialized units. In large
organizations, a key to success is efficiency by economies of scale—production of
products and services efficiently through repetition. Specialization of labor, equip-
ment, and departments is one way of capturing the potential economies of scale.
Increasing specialization calls for increased control and coordination to ensure
that actions are directed toward common goals and linked together in a meaning-
ful way. In short, larger organizations are often more complex than smaller firms.
This additional complexity calls for a more sophisticated organizational design.
Yet even very large organizations also rely on simple design elements.

THE SIMPLE DESIGN FOR SMALLER UNITS AND FIRMS
The simple design is a configuration involving one or two ways of specializing
individuals and units. That is, vertical specialization and control typically empha-
size levels of supervision without elaborate formal mechanisms (e.g., rule books,
policy manuals), and the majority of the control resides in the manager. Thus,
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the simple design tends to minimize the bureaucratic aspects and rest more
heavily on the leadership of the manager.

The simple design is appropriate for many small firms, such as family busi-
nesses, retail stores, and small manufacturing firms.83 The strengths of the sim-
ple design are simplicity, flexibility, and responsiveness to the desires of a cen-
tral manager—in many cases, the owner. Because a simple design relies heavily
on the manager’s personal leadership, however, this configuration is only as ef-
fective as is the senior manager.84 

Operations Technology 
and Organizational Design

Although the design of an organization should reflect its size, it must also be ad-
justed to fit technological opportunities and requirements.85 That is, successful
organizations are said to arrange their internal structures to meet the dictates of
their dominant “technologies” or work flows and, more recently, information
technology opportunities.86 Operations technology is the combination of re-
sources, knowledge, and techniques that creates a product or service output for
an organization.87 Information technology is the combination of machines,
artifacts, procedures, and systems used to gather, store, analyze, and disseminate
information for translating it into knowledge.88 

For over 30 years, researchers in OB have chartered the links between oper-
ations technology and organizational design. For operations technology, two
common classifications have received considerable attention: Thompson’s and
Woodward’s classifications.

THOMPSON’S VIEW OF TECHNOLOGY
James D. Thompson classified technologies based on the degree to which the
technology could be specified and the degree of interdependence among the
work activities with categories called intensive, mediating, and long linked.89 

Under intensive technology, there is uncertainty as to how to produce desired
outcomes. A group of specialists must be brought together interactively to use a
variety of techniques to solve problems. Examples are found in a hospital emer-
gency room or a research and development laboratory. Coordination and knowl-
edge exchange are of critical importance with this kind of technology.

Mediating technology links parties that want to become interdependent. For
example, banks link creditors and depositors and store money and information
to facilitate such exchanges. Whereas all depositors and creditors are indirectly
interdependent, the reliance is pooled through the bank. The degree of coordi-
nation among the individual tasks with pooled technology is substantially re-
duced, and information management becomes more important than coordinated
knowledge application.

Under long-linked technology, also called mass production or industrial tech-
nology, the way to produce the desired outcomes is known. The task is broken
down into a number of sequential steps. A classic example is the automobile 

Section Five ■ 229

Operations technology

is the combination of re-

sources, knowledge, and

techniques that creates a

product or service output for

an organization.

Information technology

is the combination of ma-

chines, artifacts, procedures,

and systems used to gather,

store, analyze, and dissemi-

nate information for translat-

ing it into knowledge.



assembly line. Control is critical, and coordination is restricted to making the se-
quential linkages work in harmony.

WOODWARD’S VIEW OF TECHNOLOGY
Joan Woodward also divides technology into three categories: small-batch, mass
production, and continuous-process manufacturing.90 In units of small-batch pro-
duction, a variety of custom products are tailor-made to fit customer specifica-
tions, such as tailor-made suits. The machinery and equipment used are generally
not very elaborate, but considerable craftsmanship is often needed. In mass pro-
duction, the organization produces one or a few products through an assembly-
line system. The work of one group is highly dependent on that of another; the
equipment is typically sophisticated; and the workers are given very detailed in-
structions. Automobiles and refrigerators are produced in this way. Organizations
using continuous-process technology produce a few products using considerable
automation. Classic examples are automated chemical plants and oil refineries.

From her studies, Woodward concluded that the combination of structure
and technology was critical to the success of the organizations. When technology
and organizational design were properly matched, a firm was more successful.
Specifically, successful small-batch and continuous-process plants had flexible
structures with small work groups at the bottom; more rigidly structured plants
were less successful. In contrast, successful mass production operations were
rigidly structured and had large work groups at the bottom. Since Woodward’s
studies, this technological imperative has been supported by various other inves-
tigations. Yet, today we recognize that technology is just one factor involved in
the success of an organization.91 

WHERE OPERATIONS TECHNOLOGY DOMINATES: THE ADHOCRACY
The influence of operations technological is most clearly seen in small organiza-
tions and in specific departments within large ones. In some instances, managers
and employees simply do not know the appropriate way to service a client or to
produce a particular product. This is the extreme of Thompson’s intensive type
of technology, and it may be found in some small-batch processes where a team
of individuals must develop a unique product for a particular client.

Mintzberg suggests that at these technological extremes, the “adhocracy” may
be an appropriate design.92 An adhocracy is characterized by few rules, policies,
and procedures; substantial decentralization; shared decision making among
members; extreme horizontal specialization (as each member of the unit may be
a distinct specialist); few levels of management; and virtually no formal controls.

The adhocracy is particularly useful when an aspect of the firm’s operations
technology presents two sticky problems: (1) the tasks facing the firm vary con-
siderably and provide many exceptions, as in a hospital, or (2) problems are dif-
ficult to define and resolve.93 The adhocracy places a premium on professional-
ism and coordination in problem solving.94 Large firms may use temporary task
forces, form special committees, and even contract consulting firms to provide
the creative problem identification and problem solving that the adhocracy pro-
motes. For instance, Microsoft creates new autonomous departments to encour-
age talented employees to develop new software programs. Allied Chemical and
3M also set up quasi-autonomous groups to work through new ideas.
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Information Technology 
and Organizational Design

Today, information technology (IT) and the computer are virtually inseparable.95

Some even suggest that IT only refers to computer-based systems used in the
management of the enterprise.96 Certainly, the computer and extensions of the
personal computer are a major force in most corporations. However, substantial
collateral advances have also been made in telecommunication options. Further-
more, advances in the computer as a machine are much less profound than how
information technology is transforming how firms manage.

It is important to understand just what IT does from an organizational stand-
point—not from the view of the PC user.97 From an organizational standpoint IT
can be used, among other things, as (1) a partial substitute for some operations
as well as some process controls and impersonal methods of coordination, (2) a
capability for transforming information to knowledge for learning, and (3) a
strategic capability.

INFORMATION TECHNOLOGY AS A SUBSTITUTE
Old bureaucracies prospered and dominated other forms, in part, because they
provided more efficient production through specialization and their approach to
dealing with information. Where the organization used mediating technology or
long-linked technology, the machine bureaucracy ran rampant. In these firms
rules, policies, and procedures, as well as many other process controls, could be
rigidly enforced based on very scant information.98 Such was the case for the
post office: postal clerks even had rules telling them
how to hold their hands when sorting mail.

In many organizations, the initial implementation
of IT would displace the most routine, highly speci-
fied, and repetitious jobs.99 The clerical tasks in book-
keeping, writing checks for payroll, and keeping track
of sales were some of the first targets of computeriza-
tion. Here IT was often initiated in the form of a large
centralized mainframe computer. For instance, main-
frame computers were still the major business for IBM
well into the 1990s. Initial implementation did not al-
ter the fundamental character or design of the organi-
zation. To continue the example of the post office,
initial computerization focused mainly on replacing
the hand tracking of mail. Then IT was infused into
automated reading machines to help sort mail. This
called for implementation of the ZIP code.

A second wave of substitution replaced process
controls and informal coordination mechanisms.
Rules, policies, and procedures could be replaced
with a decision support system (DSS). In the case of
a DSS, repetitive routine choices could be pro-
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grammed into a computer-based system. For instance, if you applied for a credit
card, a computer program would check your credit history and other financial
information. If your application passed several preset tests, you would be issued
a credit card. If your application failed any of the tests, it would either be re-
jected or sent to an individual for further analysis.

The second wave of implementation brought some marginal changes in or-
ganizational design. Specifically, the firm often needed fewer levels of manage-
ment and fewer internal staff. A small number of firms also recognized that they
could outsource some internal staff operations. For instance, in many firms inde-
pendent organizations actually do all of their employee payroll.

The emphasis on direct substitution was still the norm in many organizations
well into the 1990s, and in smaller firms it continues today. This is much as one
would expect with the implementation of a new-to-the-world technology. It
takes decades to move from the lab to full implementation, and the first applica-
tions are often in the form of substitutes for existing solutions. For instance, autos
were once just substitutes for the horse and buggy. Both computer technology
and the auto took about 20 years to enter the mass market. However, IT, just as
the auto, has transformed our society because it added new capability.

INFORMATION TECHNOLOGY AS A CAPABILITY FOR LEARNING
IT has also long been recognized for its potential to add capability.100 For over
20 years, scholars have talked of using IT to improve the efficiency, speed of re-
sponsiveness, and effectiveness of operations. Married to machines, IT became
advanced manufacturing technology when computer-aided design (CAD) was
combined with computer-aided manufacturing (CAM) to yield the automated
manufacturing cell. More complex decision support systems have provided mid-
dle and lower level managers programs to aid in analyzing complex problems
rather than just ratify routine choices. Computer-generated reports now give
even senior executives the opportunity to track the individual sales performance
of the lowliest salesperson.

Now instead of substituting for existing operations, or process controls, IT
provides individuals deep within the organization the information they need to
plan, make choices, coordinate with others, and control their own operations.

Although simple substitution could proceed one application at a time, the
real impact of adding IT capability could not come until it was broadly available
to nearly everyone.101 To use the auto analogy again, the real impact of the auto
was felt only after Henry Ford sold hundreds of thousands of his Model T and
new roads were constructed. For IT to have a similar impact on organizational
design, the seamless use of computerized information across the organization
was needed. The extremely powerful mainframe of the 1970s and 1980s was not
up to the task simply because the information individuals required to do their
jobs more quickly and better was often unique to them. They now needed a
common technology with the capability for uniqueness. And nearly everyone
would have to have it and use it in cooperation with others.

Enter WINTEL—that is, Microsoft Windows in combination with an Intel mi-
croprocessing chip. This combination provided a relatively cheap, easy-to-use
personal computer with an almost standardized technology that could be indi-
vidually tailored at a comparatively modest cost. WINTEL was the PC equivalent
of the tin lizzie—Henry Ford’s Model T designed for the masses.
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With the adoption of WINTEL, three important changes occurred. First, IT
applications for tasks found across many organizations were quickly developed
and received board acceptance. Thus, the era of the spreadsheet and the word
processing program began and displaced the old mainframes. Individuals could
develop and transfer information to others with some assurance that the other
party could read their output and duplicate their processes. Second, WINTEL 
expanded to incorporate existing telecommunications systems such as the Inter-
net.102 Thus, the era of connectivity also emerged. Married to parallel develop-
ments in telecommunications, a whole world of electronic commerce, teleconfer-
encing—with combinations of data, pictures, and sound—and cell phones
emerged. Third, IT was transformed from a substitute to a mechanism for learn-
ing.103 

Collectively, the impact of IT organizational design was and remains pro-
found. The changes can often occur from the bottom up. New IT systems em-
power individuals, expanding their jobs and making them both interesting and
challenging. The emphasis on narrowly defined jobs replete with process con-
trols imposed by middle management can be transformed to broadly envisioned,
interesting jobs based on IT-embedded processes with output controls. A new
series of coordination devices based on IT can displace the memo and the coor-
dinating department as firms constitute temporary teams and task forces using
“virtual meetings”—meetings via E-mail to solve cross-departmental problems.104

The whole world of staff units has changed as bureaucratic professionals have
adjusted to the new world of IT. And many middle managers replete with their
staff assistants are no longer needed.

For the production segments of firms using long-linked technology such 
as in auto assembly plants and canneries, IT can be linked to total quality man-
agement (TQM) programs and be embedded in the machinery. Here data on 
operations can be transformed into knowledge of operations and used to sys-
tematically improve quality and efficiency. This also has meant that firms have
had to rethink their view of employees as brainless robots. To make TQM work
with IT all employees must plan, do, and control. Thus, we have taken special
care to talk about job enrichment and job design, for combining IT and TQM
with empowerment and participation is fundamental for success. For instance, in
the mid-1990s two computer equipment manufacturers embarked on improve-
ment programs combining IT and TQM. One manufacturer imposed the program
on all employees. There was some initial success, but ultimately this program
failed. The second combined the IT-TQM program with extensive empowerment
and participation. Although implementation was slower, today the combination
has produced a constantly improving learning environment.105

INFORMATION TECHNOLOGY AS A STRATEGIC CAPABILITY
A whole new series of firms has arisen in which IT is the business of the firm or
the firm would not exist without sophisticated IT.106 The whole computer and
semiconductor business is the most obvious example. Where IT dominates, the
firm is often designed as an adhocracy.

Perhaps IT’s most profound effect can be seen in firms that rely on a medi-
ating technology; banks, finance companies, dating services, and employment
agencies are some examples. The job of the firm, as we know, is to facilitate ex-
change by matching types of individuals. In the case of banks, individuals who
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want to borrow are matched with those who want to lend by placing individual
interests into categories. So those who have a savings account are put in a cate-
gory of precisely that type of savings account and are pooled with others. IT can
revolutionize the categorization process that underlies the matching by helping
to create much more sophisticated categories and link these categories in new
and novel ways. For example, IT lies behind the multibillion dollar secondary
market for home mortgages. Until recent years, a bank or savings and loan (S&L)
provided the funds for the mortgage from its depositors and would hold the
mortgage until it was paid off. You would apply to a local bank or S&L for a
mortgage. If they granted you a mortgage, you would pay the bank or the S&L
that sold it to you. Much the same was the case for student loans. Now with IT,
the bank or S&L can sell the mortgage to others, and normally does, so that it
can recoup new funds to sell additional mortgages. It may even sell the right to
“service” the loan so that you no longer send your money to the originating
bank but to someone else. This change in information technology now allows all
types of financial institutions to participate in lending money for mortgages. The
job of the old banker or S&L manger has fundamentally changed. Now you can
get a mortgage, a credit card, or use the ATM machine without ever contacting
an individual.

Some financial firms could not exist without IT, which has become the basis
for whole new industries. For instance, IT is the foundation for multitrillion dol-
lar markets in international finance in which new exotic products are available
which were nonexistent 15 years ago. A small handful of individuals in Con-
necticut working for a firm called Long Term Capital used sophisticated IT sys-
tems to bet several billion dollars on the interest spread between different kinds
of bonds. Although they made several hundred million dollars in the mid 1990s,
in 1998 their losses threatened the whole U.S. financial system to the point that
the Federal Reserve (a quasigovernment agency) had to orchestrate a rescue.
Long Term Capital had become too big to fail in an aspect of the global financial
markets that barely existed in the 1980s. Few existing financial managers or reg-
ulatory agencies had the understanding of IT to develop effective controls for
the global derivatives markets. Of course, IT has not developed in a vacuum,
and its effective implementation often rests on others adopting common IT stan-
dards and operations. Just because IT presents a potential capability does not au-
tomatically mean the firm should adopt it or change its design to facilitate its use.
The appropriate design also rests on external factors and the strategy of the firm.
We turn to these issues now.

Environment and Organizational Design
An effective organizational design also reflects powerful external forces as well
as size and technological factors. Organizations, as open systems, need to re-
ceive inputs from the environment and in turn to sell outputs to their environ-
ment. Therefore, understanding the environment has become important.107 

The general environment is the set of cultural, economic, legal-political, and
educational conditions found in the areas in which the organization operates. In-
ternational concerns deal with the influences of the general environment, and
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throughout this volume we have shown examples of globalization. The owners,
suppliers, distributors, government agencies, and competitors with which an or-
ganization must interact to grow and survive constitute its specific environment.
A firm typically has much more choice in the composition of its specific environ-
ment than its general environment. It can develop policies and strategies that
will alter the mix of owners, suppliers, distributors, and competitors with which
it interacts. Although it is often convenient to separate the general and specific
environmental influences on the firm, designers need to recognize the combined
impact of both. Choosing some businesses, for instance, means entering global
competition with advanced technologies.

ENVIRONMENTAL COMPLEXITY 
A basic concern that must be addressed in analyzing the environment of the or-
ganization is its complexity. A more complex environment provides an organiza-
tion with more opportunities and more problems. Environmental complexity
refers to the magnitude of the problems and opportunities in the organization’s
environment, as evidenced by three main factors: the degree of richness, the de-
gree of interdependence, and the degree of uncertainty stemming from both the
general and the specific environment.

Environmental Richness Overall, the environment is richer when the econ-
omy is growing, when individuals are improving their education, and when
those on whom the organization relies are prospering. For businesses, a richer
environment means that economic conditions are improving, customers are
spending more money, and suppliers (especially banks) are willing to invest in
the organization’s future. In a rich environment, more organizations survive,
even if they have poorly functioning organizational designs. A richer environ-
ment is also filled with more opportunities and dynamism—the potential for
change. The organizational design must allow the company to recognize these
opportunities and capitalize on them.

The opposite of richness is decline. For business firms, a general recession is
a good example of a leaner environment. Whereas corporate reactions vary, it is
instructive to examine three typical responses to decline. In Japan, core manu-
facturing firms are reluctant to lay off core workers. Instead, they cut the hours
of women employees, move some individuals to long-term suppliers, and initiate
training for the remaining workers to prepare for a recovery. Since economic
problems in Japan have lasted more than five years, however, these typical re-
sponses are starting to change. Japanese firms are looking more like their U.S.
counterparts as they are giving employees early retirement options, cutting staff,
and outsourcing more of their operations.

In the United States, firms have traditionally reacted to decline first by issu-
ing layoffs to nonsupervisory workers and then by moving up the organizational
ladder as the environment becomes leaner. As global competition has increased
and new IT options have become more widely available, firms have also started
to alter their organizational designs by cutting staff units and the number of or-
ganizational levels. This downsizing, though traumatic, can be minimized.

Many European firms find it very difficult to cut full-time employees legally
when the economy deteriorates. In sustained periods of decline, many firms
have therefore turned to national governments for help. Much like U.S.-based
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firms, European-based firms view changes in organizational design as a last but
increasingly necessary resort as they must now compete with Asian and North
American rivals.

Environmental Interdependence The link between external interdepen-
dence and organizational design is often subtle and indirect. The organization
may coopt powerful outsiders by including them. For instance, many large cor-
porations have financial representatives from banks and insurance companies on
their boards of directors. The organization may also adjust its overall design strat-
egy to absorb or buffer the demands of a more powerful external element. Per-
haps the most common adjustment is the development of a centralized staff de-
partment to handle an important external group. For instance, few large U.S.
corporations do not have some type of governmental relations group at the top.
Where service to a few large customers is considered critical, the organization’s
departmentation is likely to switch from a functional to a divisionalized form.108 

Uncertainty and Volatility Environmental uncertainty and volatility can be
particularly damaging to large bureaucracies. In times of change, investments
quickly become outmoded, and internal operations no longer work as expected.
The obvious organizational design response to uncertainty and volatility is to opt
for a more organic form. At the extremes, movement toward an adhocracy may
be important. However, these pressures may run counter to those that come
from large size and operations technology. In these cases, it may be too hard or
too time consuming for some organizations to make the design adjustments.
Thus, the organization may continue to struggle while adjusting its design just a
little bit at a time.

USING ALLIANCES WHERE ENVIRONMENTAL FACTORS DOMINATE
In high-tech areas and businesses dominated by IT, such as robotics, semiconduc-
tors, advanced materials (ceramics and carbon fibers), and advanced information
systems, a single company often does not have all the knowledge necessary to
bring new products to the market. Often, the firms with the knowledge are not
even in the same country. The organizational design must therefore go beyond
the boundaries of the organization into interfirm alliances—announced coop-
erative agreements or joint ventures between two independent firms. Often, these
agreements involve corporations that are headquartered in different nations.109 

Alliances are quite common in such high-technology industries, because
they seek not only to develop technology but to ensure that their solutions be-
come standardized across regions of the world. In some cases, the fight for a
dominant design pits one nation against another. For instance, Zenith joined
forces with AT&T to develop one high-definition television (HDTV) system, and
Toshiba, Sony, and some 30 other Japanese firms formed a strategic network to
develop their own system. After a bitter contest the winner in the United States
included the Zenith and AT&T group, who are likely get the lion’s share of the
estimated $20 billion HDTV market in North America.

Firms may also develop alliances to explore potentials for future collabora-
tion. One of the largest and potentially most influential strategic alliances is the
cooperation between West Germany’s Daimler-Chrysler and Japan’s Mitsubishi.
The two companies agreed to share technology and to develop joint ventures,
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market-based cooperations, or high-tech consortia, as the need arises. Yet some
alliances to share technology date to the turn of the twentieth century.

In more developed industries, interfirm alliances are also quite popular, but
they are often known by other names. In Europe, for example, they are called
informal combines or cartels: Competitors work cooperatively to share the mar-
ket in order to decrease uncertainty and improve favorability for all. Except in
rare cases, these arrangements are often illegal in the United States.

In Japan, the network of relationships among well-established firms in many
industries is called a keiretsu. There are two common forms. The first is a bank-
centered keiretsu, in which firms are linked to one another directly through
cross ownership and historical ties to one bank. The Mitsubishi group is a good
example. In the second type, a vertical keiretsu, a key manufacturer is at the hub
of a network of supplier firms or distributor firms. The manufacturer typically
has both long-term supply contracts with members and cross-ownership ties.
These arrangements help isolate Japanese firms from stockholders and provide a
mechanism for sharing and developing technology. Toyota is an example of a
firm at the center of a vertical keiretsu.

The network organization is beginning to evolve in the United States as well.
Here, the central firm specializes in a core activity, such as design and assembly,
and works with a comparatively small number of participating suppliers on a
long-term basis for both component development and manufacturing efficiency.
Nike is a leader in the development of these relationships.

More extreme variations of this network design are also emerging to meet
apparently conflicting environmental, size, and technological demands simulta-
neously. Firms are spinning off staff functions to reduce their overall size and
take advantage of new IT options. With these new environmental challenges and
technological opportunities, firms must choose and not just react blindly.

Strategy and Organizational Design
For many firms, size, technology, and environment provide too many challenges
and opportunities. Organizational design scholars recommend that the design
follow the strategy of the firm and that the strategy take advantage of a combi-
nation of advantages offered by size, technology, and the environment. 

Organizational strategy is the process of positioning the organization in its
competitive environment and implementing actions to compete successfully.110

The study of linking strategy, organizational design, and firm performance has a
long tradition in organizational analysis. In the 1960s, Alfred Chandler studied
the evolution of major U.S. firms and concluded that structure follows from the
strategy established predominantly by senior management. More recent work
suggests that the formula for success is much more complicated.111 A winning
strategy is more likely when the firm recognizes both the importance of a focus
and the unique skills and abilities within the firm. Forming a strategy is an inter-
active process. Senior managers select those systems goals they believe should
define corporate success, form these goals into a vision, select a target position
within the general and specific environments, and develop a design to accom-
plish the vision.

Section Five ■ 237

Organizational strategy

is the process of positioning

the organization in the 

competitive environment and

implementing actions to

compete successfully.



1 See Michael Porter’s three-volume series The Competitive Advantage of
Nations, Competitive Advantage, and Competitive Strategy (New York:
The Free Press, 1998).

2 Kenichi Ohmae, The Evolving Global Economy (Cambridge, MA: Harvard
Business School Press, 1995); Kenichi Ohmae, “Putting Global Logic
First,” Harvard Business Review (January–February 1995), pp. 119–125;
and, Jeffrey E. Garten, “Can the World Survive the Triumph of Capital-
ism?” Harvard Business Review (January–February, 1997), pp. 67–79.

3 William B. Johnston, “Global Workforce 2000: The New World Labor Mar-
ket,” Harvard Business Review (March–April 1991), pp. 115–127.

4 See Porter, op. cit.; Kenichi Ohmae The End of the Nation State: The Rise
of Regional Economies (New York: The Free Press, 1995); and William
Greider, One World, Ready or Not: The Manic Logic of Global Capital-
ism (New York: The Free Press, 1998).

5 For a discussion of FDI in the United States, see Paul R. Krugman, For-
eign Direct Investment in the United States, 3rd ed. (Washington, DC,
1995). Statistics on FDI in the United States are available through the
Bureau of Economic Analysis, International Accounts Data, [Online]
http://www.bea.doc.gov/bea/di1.htm.

6 “Just a Wee Bit of Life in Silicon Glen,” World Business (March–April
1996), p. 13.

7 Michael E. Porter, “Clusters and the New Economics of Competition,”
Harvard Business Review (November–December 1998).

8 See “Alphabet Spaghetti,” The Economist (October 3, 1998), pp. 19–22; 12
“The Atlantic Century,” Business Week (February 8, 1999), pp. 64–67.

9 “Europe Rising,” Business Week (February 8, 1999), pp. 68–70.
10 Sarita Kendall and Nancy Dunne, “Business Spurs All-America Free

Trade Accord,” Financial Times (March 22, 1996), p. 3.
11 One view of the Asian economic crisis is reviewed in George Soros, “To-

ward a Global Open Society,” Atlantic Monthly (January 1998).
12 Michael M. Phillips, “Into Africa,” The Wall Street Journal (September 18,

1997), pp. R6, R20.
13 James A. Austin and John G. McLean, “Pathways to Business Success in

Sub-Saharan Africa,” Journal of African Finance and Economic Devel-
opment, Vol. 2 (1996), pp. 57–76.

14 Information from “International Business: Consider Africa,” Harvard
Business Review, Vol. 76 (January–February 1998), pp. 16–18.

15 Robert T. Moran and John R. Riesenberger, Making Globalization Work: So-

COMPETENCY-BASED STRATEGIES
Once executives were told to develop a successful strategy by emphasizing one
of a limited number economic advantages.112 Today many strategists are empha-
sizing the skills and abilities the firms need to have to compete effectively; just
saying you want your firm to be a technical leader and instituting an adhocracy
does not get the job done.113 Over time, the firm may develop specific adminis-
trative and technical competencies. As middle and lower level managers institute
minor modifications and adjustments to solve specific problems and capitalize
on specific opportunities, they and their firms may learn new skills. These skills
may be recognized by senior management and give them the opportunity to ad-
just, modify, and build a so-called competency strategy.

The organization needs to build on and refine its unique experience and
competencies. In this process, the firm may shift products and markets by rely-
ing on the creativity, innovation, and skills of all its employees. IBM was once
known as a successful second-to-market imitator with the best service for its
mainframe computers. It was not the technical leader, but it developed the stan-
dard for others, provided excellent service, and offered a wide array of main-
frame products and services. Now IBM, or “Big Blue,” is on the move. It has
turned to flexible manufacturing for its personal computers to increase effi-
ciency, accompanied by fewer levels of management and substantially greater
participation. It is also reaching out to become the hub in a network of high-tech
computer firms to service the expanding network computer market. IBM is fight-
ing a long history of traditional management as it seeks to cut levels of manage-
ment, reduce staff, stress innovation, and infuse itself with unique competencies.

Senior executives at such firms as Ford, AT&T, and Dow are now recognizing
that an effective strategy builds on the competence of employees. Technical skills
combined with astute management in an organizational design that reinforces
employee contributions are fundamental to organizational success. This emphasis
on individuals has also brought attention to the important topic of organizational
learning. Executives now recognize that their firms must learn or die. 
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The Company of the Future
by Robert B. Reich

I
t is a revolutionary notion: Talented people are joining
up with fast companies to create “social glue”—the
essence of both a winning business and a humane
workplace.

Danielle Rios, 28, has it all—a BS degree in com-
puter science from Stanford, a great track record as a
software developer for IBM, and the energy and savvy to
market herself. With all that going for her, Rios could be
a free-agent winner in the new economy, adding value by
juggling different projects with different firms. Or she
could have her pick of well-established corporate launch
pads for her career.

But for the last three years, Rios has worked with
Trilogy Software Inc., a small, rapidly growing software
firm based in Austin, Texas. Trilogy is on the cutting
edge of sales-and-marketing software, and Rios is part of
a team that shows potential customers how the software
can work for them.

Joe Liemandt, 30, founded Trilogy in 1989, after
dropping out of Stanford only a few months before gradu-
ation. To finance the startup, Liemandt charged up 22
credit cards. If Trilogy were to go public today, analysts
say, it would be valued at more than $1 billion. Four years

ago, Trilogy had 100 employees; today it has almost
1,000—and plans to add another 1,000 before the sum-
mer of 1999. But to call Trilogy workers “employees”
misses the point. They’re all shareholders. They’re all
managers. They’re all partners. That’s how Liemandt,
Trilogy’s CEO, has chosen to run his company—and
that’s what makes it successful.

Liemandt knows that Trilogy depends on talented
people. He also knows that people can go anywhere.
Which means that his biggest competitive headache isn’t
companies like SAP AG, Baan Co., and PeopleSoft Inc.—
businesses he has to face down in the marketplace. His
biggest worry is holding onto people like Rios. “There’s
nothing more important than recruiting and growing peo-
ple,” he says. “That’s my number-one job.”

It’s a seller’s market for talent. People with the right
combination of savvy and ambition can afford to shop for
the right boss, the right colleagues, the right environ-
ment. In the old economy, it was a buyer’s market:
Companies had their pick of the crop, and the question
they asked was “Why hire?” Now the question is “Why
join up?”

As a result, the economy is fostering new kinds of
organizations with new kinds of practices and operating
rules for pulling people together. These companies offer
many of the advantages of free agency: flexibility in how,
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when, and where you work; compensation linked to what
you contribute; freedom to move from project to project.
But they also offer the advantages of belonging to an
organization in which mutual commitment builds continu-
ity. They are the enterprises of the future.

What makes them so different? Consider again
Danielle Rios and Joe Liemandt at Trilogy. In the old
economy, Rios and Liemandt would have been on oppo-
site sides of the table: employee and employer. They’d be
there for years, locked in their conflicting roles. Liemandt
would want steady, reliable work from Rios. Rios would
want a fair wage from Liemandt and an opportunity to
move up the company ladder. In the new economy, Rios
and Liemandt sit on the same side of the table. And
they’ve joined together—for a time—to create new
value.

Ask leaders what their biggest challenge is, and you
get the same answer: finding, attracting, and keeping tal-
ented people. Ask talented people what their biggest
career challenge is, and you’ll hear the same refrain: find-
ing good people to work with—and to work for.

For Liemandt and Rios, and for everyone in the new
enterprises of the free-agent economy, the crucial ques-
tions are: What leads them to work together in the first
place, and what keeps them together? Here are the six
“social glues” of the company of the future.

Money Makes It Mutual

The world is awash in money. Venture capitalists are
pouring funds into startups at a ferocious rate. In 1997,
for example, venture-capital firms raised $10 billion. That
same year, 629 companies went public, with a total valua-
tion of more than $39 billion. The stock market has soft-
ened in recent months, but it’s still way up there—mak-
ing possible a previously unthinkable market for acquisi-
tions and IPOs.

All of this money has had an unavoidable impact on
the job market, where money is a powerful motivator.
Freshly minted MBAs from leading business schools are
commanding a premium from blue-chip consulting firms:
Signing bonuses and first-year salaries often run higher
than $120,000. And the pay packages that large, success-
ful companies are putting in front of their most talented
executives are critical in the rapidly escalating war to
keep talent—or to steal it away. Not long ago, in the kind
of deal that one usually reads about only in the sports
pages, one of Wall Street’s premier stock analysts landed
a one-year, $25 million contract—a $15 million increase
over his 1997 pay package.

But for most people who are trying to decide which
company to join, the name of the game today is stock

options. Chalk it up as another legacy of Microsoft and
that company’s now-legendary cadre of millionaires:
Across the landscape of the new economy, young, well-
educated, talented businesspeople are joining up to get a
piece of the action. They’re willing to forgo larger salaries
at bigger and better-established firms in favor of stock
options in upstarts that may be worth a great deal down
the road. The result: Even small, little-known enterprises
can compete for top talent. In fact, startups promising
high risk and huge gain are winning.

“Obviously, it’s not just compensation that motivates
people to come to work here,” says David Stewart, 30,
head of human resources at Tripod, a Web company
(http://www.tripod.com) based in Williamstown,
Massachusetts. “But stock options are a big motivator.”
Founded in 1992 by Bo Peabody, then a 19-year-old
Williams College student, Tripod launched its site in
April 1995. Today the company employs 60 people, pro-
duces one of the 10 most heavily trafficked sites on the
Web, and boasts more than 2 million members. To keep
ahead of the competition, Tripod depends on talent.

Stewart doesn’t have a classic high-tech background.
Before coming to western Massachusetts, he was a
lawyer in Montreal. He had worked his way through law
school in Toronto by doing stand-up comedy at night. In
January 1996, his wife, Margaret Gould Stewart, was
offered a job as creative director at Tripod. (Now 27, she
has risen to become Tripod’s vice president of media and
community development.) Stewart recalls that he pulled
out a map and tried to locate Williamstown on it. He
couldn’t.

His wife accepted Tripod’s offer, and Stewart fol-
lowed her to Massachusetts. He joined a small law firm
in North Adams, about 10 minutes from Tripod. Almost
inevitably, Tripod became one of his clients; Stewart saw
huge possibilities in the startup, and he wanted in.
“Because there was a lot of buzz around the company,
people thought, ‘Hey, this stock could be worth some-
thing someday,’” Stewart recalls. In August 1997, he
decided to take a job in Tripod’s human-resources
department—a big career change. The salary at Tripod
was a little lower than what he’d been making at the law
firm. But the company included a “decent-sized grant
package.” If it weren’t for the options, he might not have
made the switch. Now, says Stewart, “when you combine
salary and options, I make more than I did at the law
firm.”

Money played a similar role in bringing Kara
Berklich to Tripod as the company’s director of commu-
nications. Berklich, now 26, graduated from Williams
College in 1994, worked as a consultant in Cleveland for
six months, and then returned to Williamstown to join
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Tripod. She knew Bo Peabody from her college days and
would have joined up right after graduation—but at that
point, Tripod not only couldn’t offer options; it couldn’t
even offer a livable salary. When Tripod was able to put
together a package that included options, says Berklich,
the company suddenly became much more attractive.
“You think that eventually those options will become pub-
licly traded stocks, whether through an IPO or through a
buyout by a public company,” she says.

Stewart and Berklich bet right. Last February,
Tripod was bought by Lycos, one of the contending
search engines-cum-Web portals, for $58 million. After
the acquisition, Lycos stock rose by some 25 points and
reached a high of 107. About six months after the acquisi-
tion, Lycos’s stock split. Stewart and Berklich have had
their Tripod options converted into Lycos options—an
arrangement that will nevertheless bind them to Tripod
for some time. “I continue to receive options in the com-
pany that continue to vest,” says Berklich. “Lycos
remains a really terrific financial opportunity.”

Of course, underlying the popularity of stock options
are three simple propositions about the nature of compe-
tition today. First, the real competition is over talent.
Second, if you want to attract and keep talent, you have to
pay for it. And third, if you want talent to work for your
organization with the enthusiasm that comes with owner-
ship, then you have to trade equity for it. These days,
money does more than just talk. It creates glue.

Mission Makes a Difference

Xerox Parc guru John Seely Brown said it best: “The job
of leadership today is not just to make money. It’s to
make meaning.” When it comes to attracting, keeping,
and making teams out of talented people, money alone
won’t do it. Talented people want to be part of something
that they can believe in, something that confers meaning
on their work and on their lives—something that
involves a mission. And they don’t want that mission to
turn into the kind of predictable “mission statement” that
plasters many a corporate-boardroom wall. Rather, they
want spiritual goals that energize an organization by res-
onating with the personal values of the people who work
there—the kind of mission that offers people a chance to
do work that makes a difference. Along with the tradi-
tional bottom line, great enterprises have a second bot-
tom line: a return on human investment that advances a
larger purpose. A powerful mission is both a magnet and
a motivator.

Meet David Bellshaw, 37, who six years ago joined
Isaacson, Miller, a Boston-based boutique head-hunting
firm. Isaacson, Miller has undertaken various head-hunt-

ing tasks—including, for example, placing Dave Olson as
CEO for Patagonia Inc. But the firm has carved out a spe-
cial niche for itself by advancing women and minorities
into executive positions and by finding leaders for a wide
range of civic organizations and not-for-profit enterprises.

Bellshaw launched his career at the California office
of Heidrick and Struggles, one of the leading head-hunt-
ing firms in the United States. When his wife, Ava, got
into the Tufts University School of Medicine in Boston,
Bellshaw considered several jobs with big firms in that
city. But tiny Isaacson, Miller—smaller then than its 50-
person staff today—stood out. A major reason why he
joined up was “the company’s unique mission,” he says.
“We are vicariously saving the world through our clients.
That’s a very, very strong pull for me.”

Isaacson, Miller isn’t just a head-hunting firm—it
also helps its clients understand their own unique mis-
sions. The firm applies a mixture of psychological coun-
seling and missionary zeal, while being attentive to the
practical realities of good management.

Bellshaw comes to this calling naturally: His father
was a Baptist minister, and so was his grandfather. “I
rebelled against my background, and I still do—very
actively,” Bellshaw says. “But in some funny way, given
my genes and upbringing, my work is a secular way of
doing what my family has done. Two generations of min-
isters, and I broke the mold. Yet there remains a mission-
driven theme in my life.”

In his six years with Isaacson, Miller, Bellshaw has
matched some high-powered people with some great
organizations. One assignment: to find a new dean for
New York University’s Wagner School of Public
Service—a place that trains the very sorts of civic lead-
ers whom Isaacson, Miller recruits. The assignment 
wasn’t easy. The school needed someone who combined
administrative skills, a deep knowledge of both the public
and the not-for-profit worlds, and an ability to define the
future challenges of civic leadership, especially in the
New York City area, where most of the school’s gradu-
ates work.

How did Bellshaw begin? By sending an 11-page
“Invitation to Apply” to 100 potential candidates. Among
those who are rumored to have responded were former
Colorado representative Pat Schroeder and former Ohio
governor Dick Celeste. After an intensive search,
Bellshaw selected Jo Ivey Boufford, then a high-ranking
official in the U.S. Department of Health and Human
Services and the U.S. representative on the executive
board of the World Health Organization. Why choose
Boufford from a list of such prestigious candidates?
According to Bellshaw, not only did she have a proven
track record as a manager, but she also had both a



demonstrable interest in public service and the “New
York-style gutsiness” needed for the position.

Another assignment: to find a new head for the
Lovelace Institutes, a biomedical-research institute based
in Albuquerque, New Mexico. Founded more than 50
years ago, Lovelace had seen its mission lose focus, and
it needed a leader with the vision to set a new course and
the management skills to implement the necessary reor-
ganization. Bellshaw’s pick to lead the institute: Robert
Rubin, who had been the vice president of research at
the University of Miami, where he had a reputation for
taking risks and for demanding results. Soon after joining
Lovelace in the fall of 1996, Rubin devised a solution to its
problems: Completely reorganize the institute, rename it
the Lovelace Respiratory Research Institute, and turn it
into a national respiratory-research center. He plans to
make Lovelace the leading authority on every aspect of
research into respiratory disease.

How deep is David Bellshaw’s commitment to
Isaacson, Miller? Last May, when his wife accepted a
medical residency at the University of California at San
Francisco, Bellshaw had to make another decision:
Would he leave the firm for a larger, more traditional
head-hunting outfit in California—one that could pay him
a lot of money? Or would he strike out on his own? In the
end, Bellshaw says, the power of Isaacson, Miller’s mis-
sion won out. He came up with a third option: He opened
a new, West Coast office of the firm.

“It was a chance to do something that was interest-
ing on a moral dimension, as well as an opportunity to
build an office,” he says. “The result is a blend of mission
and market. With this job, I have all the mission of the
best not-for-profits, and I also have all the rigors of the
corporate world.”

Learning Makes You Grow

In a knowledge-based economy, the new coin of the
realm is learning. Want to build a business that can out-
live its first good idea? Create a culture that values learn-
ing. Want to build a career that allows you to grow into
new responsibilities? Maintain your hunger to learn—
and join an organization where you’ll be given the chance
to learn continuously.

It’s a proposition that fast companies have already
figured out: Talented people join up in order to learn. Of
course, part of the lure of learning goes back to the first
“glue”—money. Learn more now, earn more in the
future. But again, money is only part of the story.
Talented people also want intellectual challenge: They
like being explorers on the frontiers of the knowledge
economy. And as apprentices have known for centuries,

it’s easiest to learn on the job—by working directly with
people who can teach you and who are committed to the
same goals you are.

Consider John Jordan, 40, director of electronic-com-
merce research at Ernst & Young LLP’s Center for
Business Innovation in Cambridge, Massachusetts. The
center, which houses 35 people on two floors in an office
designed with the ultramodern look-and-feel of a learning
laboratory, functions as an in-house research and brain-
storming facility for the 82,000-person, $9.1 billion global
accounting and consulting firm.

If learning is a core competency, then Jordan already
possesses it. Consider his degrees: a BA from Duke in
political science and history, an MA from Yale in ethics,
an MA and a PhD from the University of Michigan in
American studies. But all of that education left Jordan
hungry for something else: an understanding of the real
business world. He could have opted for independence—
freelancing for several clients—or he could have chosen
to pursue various consulting roles. At the center, Jordan
found the perfect blend of intellectual stimulation and
real-world application, and an environment that keeps
him glued to interesting people.

Part of the learning comes from contact with super-
charged experts. “Working here has given me a rich
Rolodex,” Jordan says. “I’m invited to participate in a lot
of stimulating conversations that I wouldn’t take part in
otherwise.” The center taps various fields to bring in vis-
iting fellows: a neuroscientist, a science-fiction writer, a
provocative business-school professor, a magazine editor.
“It’s a group that I could never assemble on my own,”
says Jordan.

Being part of a high-powered think tank hasn’t
deprived Jordan of his autonomy. He largely designs his
own goals, and he works to achieve them at a comfort-
able pace. And he’s enlarged the scope of his work. “The
brand called John Jordan has limited viability,” he admits.
His new brand has a much wider appeal.

Another part of the learning comes from the quality
of the problems that cross Jordan’s desk every day. The
center acts as a kind of filter—screening out trivial
issues and letting through only the hardest conceptual
challenges. “The institutional affiliation gives you the
leverage to do things you couldn’t do on your own,” he
says. “The learning curve is so steep—I’m learning too
much here to make going out on my own an attractive
option.”

Jordan’s boss is Chris Meyer, who is himself an
accomplished learner: Meyer, 50, graduated from
Brandeis University, studied economics for two years at
the University of Pennsylvania in its PhD program, and
earned an MBA from Harvard Business School. As the
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director of the Center for Business Innovation, Meyer
recruits people who want to learn from one another—a
process that makes Ernst & Young a desirable place to
work. “People are attracted to the company because
working here helps them become better than they could
be otherwise,” says Meyer.

Through its cutting-edge innovations, the center also
offers its people a window onto the future. “By coming
here, you’re learning not just how to identify the issues of
the future but also how to do the work of the future,”
Meyer says. “Working in the knowledge economy
requires the ability to recognize patterns, to share ideas
with people inside and outside your organization, to main-
tain relationships with people who have common inter-
ests, and to pull value out of those relationships.”
Learning how to master those skills may be the most
important kind of learning there is.

Fun Makes It Fresh

When people work as long and as hard as they do in
today’s competitive companies, when the line between
huge financial success and total economic failure looks as
thin as it does today, there’s only one thing that can keep
the energy in a workplace flowing: fun. Very simply, if
work isn’t fun, it won’t attract the best talent. The lesson
is so obvious that it’s easily forgotten: Friendship and
camaraderie are basic adhesives of the human spirit.

When David Stewart made the decision to abandon
his legal career, one of the things that attracted him to
Tripod was its convivial atmosphere. “We’re in this little
town,” Stewart says, referring to quaint Williamstown.
“We have a really cool office space on the top floor of a
big mill, with a lot of people who wear shorts and T-shirts
all the time. It’s very relaxed.”

Look at other high-tech upstarts, and you’re likely to
see the same thing: hard work harnessed to shared
enjoyment. And you don’t need to be in high-tech for 
this glue to work. Nancy Deibler, 50, manages Sprint’s
small-business-sales division in Kansas City, Missouri.
There, more than 150 people sell telecommunications
services to smaller businesses. It can be tedious work:
The salespeople work eight-hour shifts, making cold
calls—the kind of job that can turn into a grind, resulting
in high employee turnover and a lot of customer dissatis-
faction.

But Deibler and her crew have found a way to coun-
teract the tedium. They’ve created a strong rapport with-
in the team by building fun into their work—and as a
result, Deibler has been able to attract and keep top per-
formers. “Many of us really look forward to going to
work because of the other people on the team,” Deibler

says. “We relate to and get along with each other as
friends.”

Making fun a legitimate part of work isn’t all that dif-
ficult, Deibler says. For example, Deibler’s team might
leave work at 3 P.M. to go bowling. “After doing some-
thing like that,” she says, “the difference that it makes is
measurable and it lasts for weeks.” Add baseball games,
cookouts, goofy hats, evenings of karaoke, mock casinos,
zany sports, dressing up staffers in costumes to deliver
morning coffee to salespeople—a host of ways to intro-
duce positive energy and a spirit of playfulness into the
all-too-often all-too-serious work world. Deibler knows
that all of this may seem hokey to some people—and she
doesn’t care. “It lifts productivity,” she says.

But if you want to see what fun looks like both as a
way of working and as a business, visit Playfair Inc., a
Berkeley, California-based international consulting firm
that devises innovative team-building and stress-reduc-
tion programs. Its distinctive business model: Celebrate
wackiness, incorporate zaniness into the work process—
and in short, have fun. Playfair’s clients include FedEx,
Dupont, AT&T, Charles Schwab, and the Young
Presidents’ Organization—not exactly the kinds of places
where you’d expect to find a lot of blue jeans-wearing,
pizza-eating, fun-loving business types playing a game for
laughs. Yet since its founding in 1975, Playfair has proven
that there’s real bottom-line value in putting fun into 
the workplace: Fun attracts talent, and it improves pro-
ductivity.

Terry Sand is Playfair’s “senior vice empress”—an
intentionally irreverent title for an exceptionally talented
woman. Sand, who is in her forties, has a master’s degree
in modern dance and theater from UCLA, and began her
career performing in films and commercials. A founding
member of several improv-comedy groups, she won San
Francisco’s All-Pro Comedy Award in 1984 and went on
to become a popular local-TV personality.

Then, in 1986, Sand was diagnosed with systemic
lupus, a painful arthritic condition. “TV is very stressful,”
Sand says. “I love it, and I still do it for fun sometimes,
but having it be your career—basing your life on rat-
ings—is extremly high-stress. I couldn’t do that and also
do the healing I needed to do.” Still, Sand noticed that
whenever she had the opportunity to conduct a comedy
class or workshop, her condition would improve. “To stay
alive, I had to figure out how to make a living and have
fun,” she says.

Playfair provided the answer. Sand joined the firm’s
small roster of keynote speakers and trainers in 1989,
and now she uses comedy and performance to convey
Playfair’s insights about the power of fun to improve
teamwork and productivity. Meanwhile, the opportunity
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to perform and practice her comedy has served as impor-
tant therapy for Sand: Her disease is in remission, and
she’s had no significant relapse in seven years. “My rela-
tionship with Playfair lets me be more of who I can be,”
Sand says.

Playfulness is almost always purposeful, the people
at Playfair argue. A great company will harness people’s
natural spirit of fun and focus that spirit where it can do
the most good. “Like children, adults play to learn—and
learn through play,” says Sand. “There’s a profound pur-
pose to it.”

Pride Makes It Special

Why choose to work for this company rather than that
one? Why attend one college rather than another? Why
root for this team rather than that other team? The
answer is elemental: We all like to be affiliated with an
organization that feeds our sense of pride.

It could be because the place is hip: Talk to the staff
people at any House of Blues club, and you’ll hear about
the pride they take in their company’s way of doing busi-
ness. Or it could be because the place is proper and pre-
cise: Talk to the concierge at any Four Seasons hotel, and
she’ll tell you how proud she is to work for an organiza-
tion that delivers world-class service. “The few, the
proud, the Marines” could be rewritten as a recruiting
slogan for any great enterprise that uses its prestige
strategically to attract and keep great people—the kind
of people who will build on that sense of pride and
enhance that sense of prestige.

Pride was a key factor in bringing Kevin Perry, 28, to
Red Storm Entertainment Inc. 15 months ago. Red
Storm, a Morrisville, North Carolina-based software-
development house that creates and markets multimedia
entertainment products, including interactive computer
games and board games, has already scored a number of
accolades in the game industry. Last summer, Red Storm
released Rainbow Six, an action-strategy game that was
the genesis for the novelist Tom Clancy’s recent book of
the same name—the first time that a book has been
derived from a game. (The book, published this year by
Putnam, has topped both the New York Times and USA
Today best-seller lists.) Red Storm will release three new
games by the end of 1998, and eight more games are
incubating for 1999.

Amid all of this creative energy, Perry enjoys a plum
assignment: He leads a team charged with creating a new
interactive computer game, ruthless.com, which should
be out this season. The game, says Perry, replicates the
big-money world of modern corporate raiding, blending
high-stakes strategy with low-down ruthlessness: “It 

combines the crushing grip of business expansion with
rapier-like strikes of deceit, dirty tricks, and outright
crime,” he says.

But fast action isn’t the only thing that makes Perry
proud to be part of Red Storm. He had his choice of
firms—including the choice not to commit to any one
shop. What made Perry choose to join this company was
the fact that Tom Clancy not only works with Red
Storm—he also founded the company and chairs its
board. “This is a cool place to work,” Perry says. And
Clancy’s involvement “really helps us make a splash.
People know that Red Storm is not some flash in the pan
run by a 16-year-old out of his garage. Tom’s association
with the company really opens a lot of doors.”

Red Storm Entertainment is quickly gaining a repu-
tation not just for its bread-and-butter Tom Clancy mili-
tary-strategy games but also as a top-notch developer of
other kinds of computer games. The company is riding a
virtuous circle: As Red Storm’s reputation rises, it
attracts more talent (like Perry)—and the more talent it
taps, the more its reputation will continue to rise.

A different kind of pride attracts talented people to
venerable institutions like Goldman Sachs, Yale
University, General Electric, and Covington and Burling,
a prestigious law firm in Washington, DC. What these
institutions lack in hipness, they more than make up for
in old-fashioned prestige. Membership in these enter-
prises confers status—and status is a form of capital.

But beware: The cycle can shift into reverse if an
organization’s prestige degenerates, leaving a once-proud
brand in its place. Unless a firm continues to add real
financial value—or is grounded in a strong ethical mis-
sion, in mutual learning, or in fun and excitement—
what’s “hot” or prestigious today can become unfashion-
able tomorrow. Status can turn stagnant, and no one
wants to be affiliated with an organization that has lost its
vital energy. When that happens, talented people can be
as easy to lure away as they were to lure in—and the
best people are usually the first to go.

Balance Makes It Sustainable

Talk to almost anyone in any company at any level, and
you’ll hear the same words: “I love what I’m doing, but
I’m way too busy to get a life.” Equal parts boast and
complaint, that is the most pervasive refrain of the new
economy. The problem is balance—or, more simply, san-
ity. And it’s the last, but perhaps most important, adhe-
sive that companies are using to lure and keep talented
people. The best enterprises know this and are winning
talented people by offering balanced work.

Easy to say it, easy to promise it. What distinguishes
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the best companies, however, is not that they recognize
how important balance is to attracting talent—it’s how
they create such balance in their organizations. Not long
ago, any decent listing of “great places to work” would
identify companies large and small that offered a preset
“Chinese menu” of programs for balancing work and life:
maternity and paternity leave, company-sponsored day
care and elder care, regular retreats and periodic sabbati-
cals, flextime and even flexplace. In the new economy,
the kind of balance that attracts people isn’t a set of pro-
grams. Rather, it’s a way of doing business. Balance is
deeply embedded in the company’s core—a compelling
part of its corporate DNA.

Consider Great Plains Software, a leading vendor of
financial-management software for midsize companies.
Great Plains is headquartered in Fargo, North Dakota, in
a two-story office building wedged between corn fields
and a bingo parlor—not exactly a hip location. But Great
Plains has attracted, developed, and retained some of the
most talented people in its line of business. With 850
employees, the company has a turnover rate of 7% a year,
which is almost unheard-of the famously volatile software
industry. Great Plains also has a robust revenue
stream—bringing in almost $86 million in fiscal 1998, up
50% over 1997—and a roster of loyal customers, includ-
ing Adidas, the Detroit Lions, Cinnabon Bakeries, and
the Girl Scouts of America.

What’s the secret? Great Plains not only offers a bal-
anced life—it lives one. Tami Reller, 34, has been with
Great Plains since she graduated from Moorhead State
University in Moorhead, Minnesota, in the spring of
1987. Her career with the company, where she began as
an intern, is one long testament to the value of flexibility.
“I was amazed at the company’s level of commitment to
helping interns succeed and stay with the company,”
Reller says. Her first assignment was in the company’s
finance operation at its headquarters in Fargo. Then she
moved to San Francisco to train in sales. After seven
years there, Reller felt ready for a move into the rank of
corporate management—but she didn’t want to leave
California. No problem: Great Plains didn’t want her to
leave the company either, so it gave her a senior position
in corporate marketing and allowed her to telecommute
to Fargo—and, by the way, to finish an MBA while work-
ing part-time for three months.

That arrangement lasted until 1996, when, for family
reasons, Reller moved to Minneapolis. Still no problem:
Now she directs finance and investor relations from
there. The next development: In a few months, Reller will
give birth to her first child. Is she worried about balance?
Not a bit—Great Plains lets its people take voluntary
time off while keeping benefits.

“For me, balance means having the flexibility to
choose what to accomplish and how I want to accomplish
it—in my career, my job, my personal life,” Reller says.
“It’s not simply an issue of not working 8-to-5. It’s the
ability to accomplish the big things in life—like finishing
an MBA or having a child.”

The Great Plains approach is to hire the best people
it can find and then to give them maximum freedom to
get their work done—however, whenever, and wherever
they choose to work. “We have really smart people who
know what they need to accomplish,” Reller says. “You
find a way to get the work done in the hours that you
need. Sometimes that’s 30 hours a week; sometimes it’s
70 hours a week.”

Doug Burgum, 42, Great Plains’s chairman and
CEO, explains how the system works. “We put people
through a vigorous hiring process and through a lot of
interviews. Once they’re part of the team, we say, ‘We
trust you.’ From day one, you get a key to the building.
You get a laptop. You become an equal member of our
community, and we trust that you’re going to pull your
weight.”

None of that happens by accident. When Burgum
began with the company in 1983, he understood that it
needed something more than good software to become
competitive. Great Plains’s edge would be in the quality
of its people—in their ability to provide first-class cus-
tomer support and to develop strong relationships with
suppliers and vendors. How do you attract the best peo-
ple when your headquarters is in Fargo, North Dakota?
By recruiting carefully, selectively, and rigorously—and
then by giving those you hire the power to organize their
work by themselves.

“Balance is not about taking off the day when your
kid gets sick,” Burgum says. Any company can give
employees that sort of flexibility. “Balance is what’s need-
ed when your kids are playing in a softball tournament,
and they really want you to be there. We want parents to
be able to say yes to their kids. There’s a huge amount of
value in giving people the opportunity to say yes to
things that are important to them but that may conflict
with their regular working hours.”

For Burgum, the idea of balance goes deeper than
simply juggling tasks and appointments. “It’s important to
have flexibility over a life span or a career span,” he says.
“There has to be a deeper level of personal satisfaction, a
sense that things are all right. If you can help people find
that level, they tend to stick around.” Burgum is proud of
Great Plain’s extraordinarily low turnover. “That’s no
small accomplishment in an industry where so much of a
company’s assets are linked to individual employees’
knowledge,” he says.
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The 21st-Century Company

What do all of these new enterprises have in common?
They are only as good as their most talented people. And
they don’t take the loyalty of those people for granted.
They understand that talented people have never had
more options. So these companies have developed strate-
gies to recruit and keep people from whom they want
total commitment.

What do the joiners have in common? They could
have gone anywhere. They had their pick of the best.
Many could have successful careers as free agents.
They’ve chosen to join up—to commit themselves, at
least for a time—because the mix of social glue in one
organization was overwhelmingly strong.

The big change today, then, is not the absolute
demise of loyalty in the workplace. Nor is it the evolution
of free agency into the only way that people can work.
The basic facts of work life are the same as they’ve
always been: Everybody works for somebody or some-
thing—be it a board of directors, a pension fund, a ven-
ture capitalist, or a traditional boss. Sooner or later,
you’re going to have to decide whom you want to work
for. And everybody works with someone else. The link-
age may be tight, or it may be loose. But you’ve got to
decide who to work with, as well as how strong the
bonds of mutual commitment will be.

The big change is in the amount of choice and the
variety of experiences available in today’s workplace:
Talented people are actively shopping for colleagues and
bosses who meet their needs and match their values. The

market for talent—the sellers of it, the buyers of it—is
the most vital market in the modern economy. To attract
and keep talented people, companies today are not just
experimenting with how they approach the competitive
markeplace of goods and services. They’re also experi-
menting with how they approach the competitive market-
place of talent. Companies are testing the attractiveness
of various combinations of social glue, and they are rec-
ognizing that unusual benefits attract unusual people—
and that what works in one industry, or at one time, may
not work in another industry, or at another time.
Deployed carefully, these social glues become stronger
through use: Each can attract talent in a way that makes
an enterprise even more attractive to the same kind of tal-
ent in the future.

More fundamentally, companies are experimenting
with a new operating system for the employer-employee
relationship—one to replace the old set of practices that
put employers and employees on opposite sides of the
table. The model for the organization of the future aims
to create tangible and intangible value that both sides can
share and enjoy. It accepts as a core reality—rather than
as a pleasant fantasy—the old saw that a company’s peo-
ple are its most important asset. And it builds on that
reality to create a way of working that is profoundly
human and fundamentally humane.

It is a revolutionary notion: Collaboration and mutual
advantage are the essence of the organization. They can
create flexibility, resiliency, speed, and creativity—the
fundamental qualities of the company of the 21st century.

A R T I C L E 2

Life In The Fast Lane
by Chuck Salter

First appeared: Fast Company issue 18 page 175
Reprinted with permission from Fast Company Magazine

T
o finish first, you have to work fast. Ray Evernham—
NASCAR’s top crew chief and the man behind race-
car champ Jeff Gordon—offers lessons from the pit
on teamwork, surprise, and the pursuit of perfection.
Business is more demanding than ever, more per-

ilous than ever—and faster than ever. Every company is

rushing to launch the next great product, to seal the next
big deal. No company knows what’s waiting around the
next corner.

It Sounds a Lot Like Auto Racing

Ray Evernham knows a little something about business.
He’s a key player in an enterprise that generates millions
of dollars in annual revenues, and he’s lectured audi-
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ences of business executives from DuPont, Digital, and
Ingersoll-Rand. But Evernham knows even more about
racing. He’s widely considered to be the premier crew
chief in NASCAR, the National Association for Stock Car
Auto Racing. Over the past five years, he and his team
have steered the DuPont-sponsored No. 24 car and its
celebrated driver, Jeff Goron, from anonymity to unprece-
dented success in the Winston Cup Series—the big
leagues of stock-car racing.

Evernham and Gordon burst onto the Winston Cup
scene in 1993, when Gordon walked away with the Cup’s
Rookie of the Year honors. In 1994, Evernham was
named Crew Chief of the Year. And in 1995, Gordon and
Evernham hit the jackpot when Gordon won the Winston
Cup Championship, the culmination of a grueling race for
points that stretches from February to November.
Gordon, then just 24, was the Winston Cup’s youngest-
ever champion. After garnering 10 wins in 1996 (good for
second place that year), he and Evernham teamed up for
another Winston Cup Championship in 1997. Their $4.2
million in prize money set a new record for total regular-
season earnings in one year of racing. During their six
years as a team, Evernham and Gordon have celebrated
37 victories, including wins in NASCAR’s major races—
the Daytona 500, the Coca-Cola 600 (three times), and
the Brickyard 400 (twice).

Gordon’s sudden dominance, combined with his
youth, charisma, and leading-man looks, has made him
the hottest commodity in the fastest-growing sport
around. He’s everywhere: on Leno and Letterman, on
People magazine’s 50 Most Beautiful People list. And on
many Sundays, he’s in victory lane. He gives much of the
credit for his success to Evernham and to the pit crew
know as the Rainbow Warriors. (Crew members wear
rainbow-striped jumpsuits.)

Gordon is the star attraction, to be sure. But it’s
Evernham, 41, who pulls the whole act together. It’s
Evernham, an indefatigable perfectionist, who ensures
that the No. 24 car—a 700-horsepower Chevrolet Monte
Carlo—is the fastest on the track; who leads the daring
pit stop that takes place with 20 laps to go; who pushes
the Rainbow Warriors to be the best crew in the busi-
ness, week after week.

Fast Company visited Evernham at the Hendrick
Motorsports complex in Harrisburg, North Carolina, 
just north of Charlotte. In between signing autographs,
speaking at a sponsor’s lunch, and fine-tuning the No. 24
car, Evernham took time out to reflect on what it takes to
finish first: painstaking preparation, egoless teamwork,
and thoroughly original strategizing—principles that
apply to any company that understands the need for
speed.

New Teams Should Do 
Things in New Ways

One reason we got off to such a fast start when the
Rainbow Warrior team was assembled five years ago was
that, right from the beginning, we dared to be different. I
didn’t hire anybody for the team who had Winston Cup
experience. Racing is racing; the right people can figure
it out. I wanted people who had the desire and the intelli-
gence needed to excel.

When you have a team with different kinds of people,
you get a chance to do things differently. We came up
with innovative ideas about the mechanics of the car—
about things like suspension components and shock
absorbers—partly because we didn’t know any better.
And we hired a separate crew to work solely in the pits.
Traditionally, the same mechanics who worked on the car
all week also suited up on Sunday to work as the pit crew.
The car was the number-one priority: People relied on
horsepower and driving talent to win the day. But I believe
that the crew should be as important as the car.

We were also the first team to hire a coach specifi-
cally to train and rehearse the pit crew. People laughed at
the way we trained: rope climbing, wind sprints, guys car-
rying each other on their backs. People said, “What in
the world are you guys doing?” I’m sure that it all looked
funny, but it worked. Typically, we pit in 17 seconds or
less—about a second faster than other teams do. In one
second, a car going 200 mph travels nearly 300 feet. So
right there, we gain 300 feet on the competition.

You Win as a Team

When you coach and support a superstar like Jeff
Gordon, you give him the best equipment possible, you
give him the information he needs, and then you get out
of the way. But racing is a team sport. Everyone who
races pretty much has the same car and the same equip-
ment. What sets us apart is our people. I like to talk
about our “team IQ”—because none of us is as smart as
all of us.

I think a lot about people, management, and psychol-
ogy: Specifically, how can I motivate my guys and make
them gel as a team? I surround them with ideas about
teamwork. I read every leadership book I can get my
hands on. One thing that I took from my reading is the
idea of a “circle of strength.” When the Rainbow Warriors
meet, we always put our chairs in a circle. That’s a way of
saying that we’re stronger as a team than we are on our
own.

I also base rewards on team performance rather
than individual performance. When our car wins, every-
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body shares in the prize money. And everybody gets a
cut of what I make. I put a percentage of my bonus into
the team account. When I sign a personal-service con-
tract and I get paid to sign autographs or to give a talk,
everybody shares in what I earn. I wouldn’t be in a posi-
tion to earn that income if it weren’t for the team.
Everyone should feel as if his signature is on the finished
product.

Push for Perfection—but Accept
Imperfection

This sport is so competitive that you must never stop try-
ing to improve. Even when the car is running well, I
make Jeff find something wrong with it. A lot of people
who hear him talking to me on the radio think that he’s
complaining. He’s not. I’ve got a series of questions that I
ask him over and over. I’m pumping him for information.
I’m trying to find out exactly how Jeff feels in that car.
The only time when we stop working on our setup is
when it’s time to race.

We always try to make the car perfect. But the car
doesn’t have to be perfect to win; it just has to be less
imperfect than everyone else’s car. Last year, on the very
first pit stop at the Coca-Cola 600, we dropped the car off
the jack and banged up the front end, leaving the car
aerodynamically flawed. It took us three or four pit stops
to straighten the fender. But we still won. After all, we
had hundreds of laps in which to recover from that mis-
take.

Take risks, but don’t gamble. When we’re going into
a race, we always have a clear strategy. But we can’t pre-
dict exactly what’s going to happen. Change is part of
racing. Sometimes during a race, it looks as if I’m making
a daring call. Well, I may be taking a risk, but I’m not
gambling. I’ve calculated everything beforehand. I’m con-
stantly looking at four or five possible scenarios: At the
next pit stop, are we going to put in all of the gas or only
half of it? Are we going to add air to the tires or let some
out? Are we going to raise or lower the track bar to adjust
the “roll center”—which alters the steering? There are
so many variables to consider, and the slightest adjust-
ment can make a huge difference in the car’s perfor-
mance. A race may come down to whether we change
two tires or four. I need to make the right call.

[Editor’s Note: Two days after this interview, the
Coca-Cola 600 came down to just such a decision about
tires. With 21 laps to go and with Gordon trailing the
leaders, a caution flag went up. While the other cars
changed two tires, Evernham opted to take longer in the
pit and to change all four. When the green flag came out,
Gordon easily sped past the others—and on to victory.]

To Speed Up, Slow Down

I still have to prove this principle to Jeff sometimes, I’ll
say, “Go out and bust me a lap.” He’ll drive the car hard,
really work it. He’ll mash the pedal on a straightaway,
drive down into a corner, jam the brakes, turn the corner,
and mash the pedal again. Then I’ll say, “Now take it
easy, and drive a smooth lap.” And by letting the car do
the work, he actually improves his time.

The same principle applies to a pit stop. Watch Mike
Trower, my best tire changer, at work, and you’ll swear
that the guy next to him will be done first. You’ll be think-
ing, “I wish Mike would hurry up.” But nobody can 
beat him. He just looks as if he’s going slow. It’s all the
choreography. If you watch Mike change a tire, you’ll see
how efficient he is: He’s so deliberate that he never has to
hit a lug nut twice. It’s “zzzt–zzzt–zzzt.” Nice and smooth.

Don’t Strut Your Stuff

There aren’t many secrets in the Winston Cup, so you’ve
got to protect as much information as you can. We want
to have the fastest car on the track, but we don’t want
everybody else to know how fast we are. We don’t show
our hand until it’s time to race or to qualify.

We also try to mix things up on race day. We don’t
want to fall into patterns or to tip off the competition
about our next pit stop. Since everybody can hear us on
the scanners, we might use a code word to signal
whether we’re changing two tires or four. Sometimes,
when the car is running well, Jeff might get on the radio
and complain to me that the steering’s tight, even though
he’s about to pass another driver. And that driver’s crew
chief will fall for it: “Yeah, Gordon can’t pass you right
now, because he’s tight.” The driver will leave a little
opening and—boom—we’re past him.

To Win the Race, Drive by Different Rules

We attack certain race tracks differently from how every-
body else does. If conventional wisdom says, “This cor-
ner is the best place to pass,” we practice on the other
end of the track, because nobody’s expecting to get
passed there. If you can hold your own where others plan
to pass, and then sneak up and get by the others on
another part of the track, you can gain an advantage.

We’ve done this at Darlington Raceway. Traditionally,
at Darlington, you pass when you come off turn number
two, because you can carry more speed into that turn
than elsewhere. We worked hard at being good there, so
we could avoid getting passed and so we could pass if we
had to. But we also worked at being better around the
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rest of the track than most cars are. That extra work
helped us win the Mountain Dew Southern 500 last year.

Face Down Your Toughest 
Competitor: Success

I have a saying posted in the shop: “Success is a ruth-
less competitor for it flatters and nourishes our weak-

ness and lulls us into complacency.” When you win, if
you’re not careful — if you don’t pay attention to how
your team is handling success — you’ll stop doing the
things that put you on top. You’ve got to be very critical
of what you do. Remember, the other teams are looking
at how you beat them last Sunday, and they’re trying 
to figure out how to beat you next Sunday. You can’t 
let up.

A R T I C L E 3

Danger: Toxic Company
by Alan M. Webber

T
he problem isn’t that loyalty is dead or that careers
are history. The real problem, argues Stanford’s
Jeffrey Pfeffer, is that so many companies are
toxic—and that they get exactly what they deserve.
According to Jeffrey Pfeffer, when it comes to the

link between people and profits, companies get exactly
what they deserve. Companies that treat their people
right get enormous dividends: high rates of productivity,
low rates of turnover. Companies that treat their people
poorly experience the opposite—and end up complaining
about the death of loyalty and the dearth of talent. These
are “toxic workplaces,” according to Pfeffer, 52, the
Thomas D. Dee Professor of Organizational Behavior at
the Stanford Graduate School of Business and the author
of The Human Equation: Building Profits by Putting
People First (Harvard Business School Press, 1998).

Pfeffer disputes much of the conventional wisdom in
the current conversation about work and business.
Loyalty isn’t dead, he insists—but toxic companies are
driving people away. There isn’t a scarcity of talent—but
there is a growing unwillingness to work for toxic organi-
zations. Pfeffer also disputes the idea of the end of the
career. “I don’t believe that people are looking to go flit-
ting from one job to the next,” he says. “People are look-
ing for the opportunity to have variety in their work and
to tackle challenging assignments. The best companies
are figuring out how their employees can have both
opportunities—without leaving.” When Fast Company
interviewed the plain-talking, provocative Pfeffer in his

Palo Alto office, he offered the following observations
about the primacy of people in the new economy and
about how you can detoxify your workplace.

The One Guaranteed Way to Get a 30%
to 40% Productivity Gain

It mystifies me that so many companies think they can
get a cheap competitive advantage by purchasing some-
thing on the open market! Anything that you can pur-
chase on the open market is also available to your com-
petitors. So the question is, How can you distinguish
yourself in a world in which your competitors can copy
everything you do?

The answer is, all that separates you from your com-
petitors are the skills, knowledge, commitment, and abili-
ties of the people who work for you. There is a very com-
pelling business case for this idea: Companies that man-
age people right will outperform companies that don’t by
30% to 40%. This principle even applies to the current IPO
market: IPO firms that value their people have a much
higher five-year survival rate than those that don’t.
Similar studies of the steel industry, the oil-refining
industry, the apparel industry, and the semiconductor
industry all demonstrate the enormous productivity bene-
fits that come with implementing high-performance,
high-involvement management practices.

Most people immediately understand this point. It’s
not as though I’ve discovered some mysterious black
magic. There is conclusive evidence that holds for all
industries, regardless of their type, size, or age. The
results are the same. If you don’t believe me, look at the
numbers.

First appeared: Fast Company issue 19 page 152
Reprinted with permission from Fast Company Magazine
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"Welcome to the Toxic Workplace! We Fire
at Will!"

There is a lot of turnover in Silicon Valley, because there
are so many toxic workplaces in Silicon Valley. These are
companies that create the conditions that they deplore.
Companies say to me, “Nobody who comes to work for
us stays for any length of time. Loyalty is dead.” Let’s
accept that premise for a moment—even though it’s
wrong. But if we do accept that premise, the question
becomes, If loyalty is dead, who killed it?

Companies killed loyalty—by becoming toxic places
to work! Start with the interviewing and recruiting
process. What happens on a new employee’s first day?
The company asks the employee to sign an at-will employ-
ment contract that gives the company the right to fire the
person at any time and for any reason. The document was
prepared by a lawyer; the company tells the employee to
have it reviewed by a lawyer before signing it.

Think about it: It’s your first day on the job, and I’ve
already told you that you don’t have a permanent employ-
ment relationship with me, that your job is based on a
contractual relationship—and then I wonder why, on
your second day, you’re not approaching me with a long-
term perspective and a feeling of trust!

A Place Where People Come to Work to
Get Rich Enough to Quit

Here’s another example of a practice that creates the
conditions that companies deplore: stock options. David
Russo, the head of human resources for SAS Institute,
gave a talk to my class. My students were dumbfound-
ed to learn that this successful software-development
company doesn’t offer its people stock options. David
said, “You must know lots of people who have gotten
stock options. Why do they want them? Explain the
logic.”

Finally, one of my students raised his hand and said,
“I can tell you the logic. For most people, stock options
are like the lottery. People are hoping to strike it rich and
then quit.” David smiled and said, “What an interesting
thing! We’ve built an organization in which your motiva-
tion for coming to work is to make a lot of money—so
that you can get the hell out of the organization.”

To me, that’s an operational definition of a toxic
workplace: It’s a place where people come to work so
they can make enough money so they can leave. Dennis
Bakke, of Applied Energy Services Corp. (AES), likes to
point to a photo of the top 20 people at his company. The
photo was taken more than a decade ago, and today 17 of
those 20 people are still there. They’re all plenty
wealthy—because AES has grown tremendously. They

all could have quit. The fact that they didn’t says a lot
about that company.

Toxic Flextime: "Work any 18 
Hours You Want."

Another sign that a company is toxic: It requires people
to choose between having a life and having a career. A
toxic company says to people, “We want to own you.”
There’s an old joke that they used to tell about working
at Microsoft: “We offer flexible time—you can work any
18 hours you want.”

A toxic company says, “We’re going to put you in a
situation where you have to work in a style and on a pace
that is not sustainable. We want you to come in here and
burn yourself out—and then you can leave.” That’s one
thing that SAS manages brilliantly: When you take a job
there, you don’t have to ask yourself, “Am I going to be a
successful and effective SAS employee, or am I going to
know the names of my children?”

What’s the Difference Between a Factor of
Production and a Human Being?

Another sign of a toxic workplace is that the company
treats its people as if they were a factor of production. At
a toxic workplace, the managers can reel off all of the
various economic factors: “We’ve got capital that we
invest, we’ve got raw material that we use, we’ve got the
waste from the manufacturing process that we recycle—
and, in the same category, we’ve got our people.” It’s a
workplace that doesn’t see people as people, but rather
sees them as factors of production. And that’s ironic,
because what we celebrate as a competitive, capitalistic
practice actually reflects a Marxist orientation: People are
seen as a factor of production, from which a company has
to extract an economic “surplus.”

There is a huge difference between that perspective
and the way AES, for example, looks at its people. Dennis
Bakke even objects to the term “human resources.”
Dennis says that fuel is a resource—but that people
aren’t. Underlying this difference in language is a differ-
ence in philosophy that guides much of what a company
does. If a company looks at you merely as a factor of pro-
duction, then every day it must calculate whether your
marginal revenue exceeds your marginal cost. That’s
how it decides whether or not to keep you.

If Your Company Is So Great, Why Doesn’t
Anyone Want to Work There?

You hear a lot about the shortage of talent. The thing to
remember is that, for great workplaces, there is no short-
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age of talent. Companies that are short on talent probably
deserve to be! Anyone who is smart enough to work in a
high-tech company is too smart to work in a toxic work-
place. And if they do work in one, as soon as they have a
choice, they choose to leave.

For example, according to David Russo, SAS
Institute had a 3% voluntary-turnover rate in 1997. SAS
almost never loses one of its people to a competitor, he
says. When it does lose people, it’s usually because of a
lifestyle change or because someone at the company has
to move to a place where there is no SAS facility.

That kind of thing is happening across the economy.
Hewlett-Packard has lower turnover than many of its
competitors. The Men’s Wearhouse has lower turnover
than many other companies in the retail industry.
Starbucks has comparatively lower turnover than other
companies in the fast-food business. Of course, none of
these companies is perfect. But a company that says, “We
want to create a place that attracts people, that makes
them want to stay,” will have lower turnover than places
that say, “We don’t care about our people’s well-being or
about whether they stay.” And then, when these toxic
companies conduct themselves in this way, they wonder
why people leave.

Which Is Better Business—Paying Signing
Bonuses or Treating People Right?

High turnover costs big money. First of all, it costs
money to go out and replace all of the people you’ve lost.
If the companies in Silicon Valley that are losing people
would stop paying $50,000 signing bonuses and instead
do what’s necessary to keep the people they’ve got, they
would be much better off economically. Along with incur-
ring replacement costs, when you lose people, you lose
knowledge, you lose experience, and you lose customer
relationships. Every time a customer interacts with your
company, he or she sees a different person. I like to go to
my branch bank because I know that I’ll always make a
new friend there: The turnover is so high, I’m always
meeting new people!

There is nothing soft and sentimental about this part
of the argument. This is simple economics. David Russo
did a calculation in my class one day: A student asked
him why SAS does so much family-friendly stuff. He said,
“We have something like 5,000 employees. Our turnover
rate last year was 3%. What’s the industry average?”
Somebody said 20%. Russo replied, “Actually, 20% is low,
but I don’t care. We’ll use 20%. The difference between
20% and 3% is 17%. Multiply 17% by 5,000 people, and
that’s 850 people. What does turnover cost per person?
Calculate it in terms of salary.” The students estimated

that the cost is one year’s salary and that the average
salary is $60,000. Russo said, “Both of those figures are
low, but that doesn’t matter. I’ll use them. Multiply
$60,000 by 850 people, and that’s more than $50 million
in savings.”

That’s how Russo pays for the SAS gymnasium, for
on-site medical care, for all of the company’s other family-
friendly items. “Plus,” he said. “I’ve got tons of money left
over.” If you can save $50 million a year in reduced
turnover, you’re talking about real financial savings. This
is not tree-huggery. This is money in the bank.

When You Look at Your People, What Do
You See—Expenses or Assets?

You’ve got to ask a question that gets back to an old
cliche: Do you walk the talk? It’s easy for a company to
say, “We invest in people. We believe in training. We
believe in mutual commitments between the managers
and the workforce. We believe in sharing information
widely with our people.”

Many organizations say those things—but in their
heart of hearts, they don’t believe them. Most managers,
if they’re being honest with themselves, will admit it:
When they look at their people, they see costs, they see
salaries, they see benefits, they see overhead. Very few
companies look at their people and see assets.

In part, it’s because of the financial-reporting sys-
tems that we’ve got. The fact is, your salary is an
expense. If I buy a computer to replace you, I can capital-
ize the computer and then depreciate its useful life over
many years. If I hire you, I take on an expense.

But there are other things that companies can mea-
sure. Whole Foods Market Inc. and AES, for instance,
not only do employee surveys; they also take them seri-
ously. I know of managers at Hewlett-Packard who were
fired because they received such poor reviews from their
employees.

Why Nothing Changes #1: Wishing
Doesn’t Make It So

Everybody knows what to do, but nobody does it. For
example, a lot of companies confuse talk with action.
They believe that, because they’ve said it, it’s actually
happened. One of my students did a research project on
the internship program at a large Wall Street securities
company. Under the program, the firm hired interns
right out of college; then, after a few years, the interns
would go back to business school. But the program was
catastrophic. The firm treated the interns like dog doo,
and that had two bad consequences. First, the interns
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A R T I C L E 4

Learning for a Change
by Alan M. Webber

didn’t go back to work for the firm after business school,
so the two or three years that the firm had invested in
them were wasted. Second, and even worse, when the
interns arrived at Harvard, Stanford, Chicago, or
Northwestern, they would tell all of the other business-
school students that the firm was horse manure—which
made its recruiting difficult, to say the least. At some
level, people at the firm understood these problems. So
the senior leadership asked my student, who had
interned there, to help the firm fix its program.

After she had done a bunch of interviews, she told
them, “You have a model that says you’re going to treat
people with respect and dignity. Let me tell you the 30
things—and that’s a low number—that you do to your
interns that violate your model."

When the top people at the firm heard her report,
they said, “This can’t be. The core values of this firm are
respect for the individual, treating the individual with dig-
nity, and teamwork. We believe in these values.” In effect,
they were saying, “Because we believe it, it must be hap-
pening.” These were not bad people. They just thought
that their wishes had become reality.

Why Nothing Changes #2: Memory Is No
Substitute for Thinking

There’s another reason why companies don’t do what
they know they should: They fall prey to the power of
precedents. They do something once, and then they get
trapped by their own history: This is the way we do it
because this is the way we’ve always done it. They substi-
tute memory (“We did it this way before”) for thinking
(“Is this a sensible way to do it?”).

Not long ago, I went to a large, fancy San Francisco

law firm—where they treat their associates like dog doo
and where the turnover is very high. I asked the manag-
ing partner about the turnover rate. He said, “A few years
ago, it was 25%, and we’re now up to 30%.” I asked him
how the firm had responded to that trend. He said, “We
increased our recruiting.” So I asked him, “What kind of
doctor would you be if your patient was bleeding faster
and faster, and your only response was to increase the
speed of the transfusion?”

But what this law firm knew how to do was recruit.
Over the preceding five years, it had created 162
partners—and it had lost 163 people in the same period.
It preferred undertaking lavish recruitment efforts to
dealing with the root causes of the turnover. People do
what they know how to do. This law firm knows how to
recruit—so it steps up recruiting. But what it hasn’t
thought about for five seconds is how to solve the under-
lying problem.

How to Make Something Change: Start
with You

Where do you start? You start with a philosophy, and the
rest follows from that. If you believe in training and devel-
oping people, you don’t necessarily need a huge training
budget. You begin by imparting knowledge in various
ways—by holding meetings, by talking to people, by
coaching them, by mentoring them. If you believe in reci-
procal commitments, you start by building those commit-
ments with the people you work with. If you believe in
information sharing, you share information with the peo-
ple you have the most contact with. In other words, you
begin in your immediate sphere of influence. You start
with your own behavior.

First appeared: Fast Company issue 24 page 178

T
en years ago, Peter Senge introduced the idea of the
“learning organization.” Now he says that for big
companies to change, we need to stop thinking like
mechanics and to start acting like gardeners.
It’s been almost 10 years since Peter Senge, 51, pub-

lished The Fifth Discipline: The Art & Practice of the
Learning Organization (Doubleday/Currency, 1990). The
book was more than a business best-seller; it was a
breakthrough. It propelled Senge into the front ranks of
management thinkers; it created a language of change
that people in all kinds of companies could embrace; and
it offered a vision of workplaces that were humane and 
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of companies that were built around learning. Along the
way, the book sold more than 650,000 copies, spawned a
sequel—The Discipline Fieldbook: Strategies and Tools for
Building a Learning Organization (Doubleday/Currency,
1994)—and gave birth to a worldwide movement.

But that movement hit a few speed bumps. People
who adopted the themes and practices of The Fifth
Discipline sometimes found themselves frustrated by the
challenge of bringing about effective change—and some-
times found themselves out of work for trying. Now
Senge and his colleagues have published The Dance of
Change: The Challenges to Sustaining Momentum in
Learning Organizations (Doubleday/Currency, March
1999). According to Senge, who is a senior lecturer at the
Massachusetts Institute of Technology and a member of
the Society for Organizational Learning (SoL)—a global
consortium of companies and researchers who are exam-
ining learning and change—the new book presents
“what we’ve learned about learning.” The book begins
with two key lessons: First, initiating and sustaining
change is more daunting than the optimistic presentation
that was offered in The Fifth Discipline had suggested.
And second, the task of making change happen requires
businesspeople to change the way they think about orga-
nizations: “We need to think less like managers and more
like biologists,” Senge argues.

To learn more about the evolving landscape of orga-
nizational learning, Fast Company interviewed Peter
Senge in his office on the campus of MIT, in Cambridge,
Massachusetts.

What’s Your Assessment of the
Performance of Large-Scale Change
Efforts over the Past Decade?

Most leadership strategies are doomed to failure from the
outset. As people have been noting for years, the majority
of strategic initiatives that are driven from the top are mar-
ginally effective—at best. Corporate reorganizations are
even more common than new strategies, but how many
reorganizations actually produce companies that are dra-
matically more effective than they were before? Throw in
mergers and acquisitions: Look at all of those that have
failed. The traditional model of change—change that is
led from the top—has a less-than-impressive track record.

And that’s just the public track record. My own expe-
rience at MIT and at SoL has mostly been with big com-
panies. How much change have they actually accom-
plished? If I stand back a considerable distance and ask,
“What’s the score?” I have to conclude that inertia is win-
ning by a large margin. Of course, there have been
enough exceptions to that conclusion to indicate that

change is possible. I can identify 20 to 30 examples of sig-
nificant sustained change efforts in the SoL community.
On the other side of the ledger, there are many organiza-
tions that haven’t gotten to first base when it comes to
real change, and many others that have given up trying.

When I look at efforts to create change in big com-
panies over the past 10 years, I have to say that there’s
enough evidence of success to say that change is
possible—and enough evidence of failure to say that it
isn’t likely. Both of those lessons are important.

Why Haven’t There Been More Successful
Change Efforts?

If it were simply a matter of more resources, people
would have figured out how to get more resources. If it
were a matter of more time, more money, more consul-
tants, or just more effort, we probably would have been
able to fill those needs by now. Or if the problem were
intelligence—and you could simply assert that most
bosses are pretty dumb or that most CEOs are just not
very bright—then presumably the intelligent ones would
succeed, their companies would rise to the top, and that
would solve the problem. The marketplace would reward
the bright ones who could change, and it would punish
the dumb ones who couldn’t.

But it doesn’t seem as if any of those things are hap-
pening—which suggests that it’s not a matter of
resources or intelligence. In fact, I can tell you from first-
hand experience that a lot of very competent executives
fail at producing and sustaining momentum around
change. That suggests to me that something more uni-
versal is at work here.

So What Is the Deeper Explanation for the
Failure of Corporate Change Efforts?

At the deepest level, I think that we’re witnessing the
shift from one age to another. The most universal chal-
lenge that we face is the transition from seeing our
human institutions as machines to seeing them as
embodiments of nature. I’ve been thinking about this
shift for 25 years or more: We need to realize that we’re a
part of nature, rather than separate from nature.

Think about any environmental problem that we
face, from global climate and resource issues to popula-
tion crises. Or look at the problems that seem to afflict
people in organizations: Why are contemporary institu-
tions so inhumane? And somewhere in the middle,
between environmental issues and personal issues, there
are institutional issues: Why do we view our organiza-
tions as rigid hierarchies rather than as communities of
practice?
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Whether you’re talking at the macro, the personal,
or the institutional level, the questions all point in the
same direction: The real character of an age is evident in
how it conditions us to think, and how it conditions us to
think determines how it conditions us to act. The think-
ing and acting of the past 200 years—nurtured in
Europe, accelerated in the United States, diffused
throughout the world today—is a machine mind-set.
That mind-set directly affects how we see organiza-
tions—and, therefore, how we think about creating
change in those organizations.

What Implications Does a Machine Mind-
Set Have for Companies that Seek to
Undergo Change?

In the Machine Age, the company itself became a
machine—a machine for making money. That’s a key
point in Arie de Geus’s book, The Living Company
(Harvard Business School Press, 1997). Ironically, the
word “company” couldn’t be more at odds with the idea
of a machine. “Company” has roots that go back long
before the Industrial Age. In fact, it has the same root as
the word “companion”: It means “the sharing of bread.”

Somehow, during the course of the Industrial
Revolution, this very humane sense of “company”
changed, and the company became more and more
machinelike. For the most part, seeing the company as a
machine has worked. There are people who design this
machine: They put it together and get it up and working.
They are founders. There are people who operate or con-
trol the machine: We call them managers. The machine
also has owners, and when it operates correctly, it pro-
duces income for those owners. It’s all about control: A
good machine is one that its operators can control—in
the service of its owners’ objectives.

The company-as-a-machine model fits how people
think about and operate conventional companies. And, of
course, it fits how people think about changing convention-
al companies: You have a broken company, and you need
to change it, to fix it. You hire a mechanic, who trades out
old parts that are broken and brings in new parts that are
going to fix the machine. That’s why we need “change
agents” and leaders who can “drive change.”

But go back and consider all of the evidence that
says that most change efforts aren’t very successful. Here
is our first plausible explanation: Companies are actually
living organisms, not machines. That might explain why
it’s so difficult for us to succeed in our efforts to produce
change. Perhaps treating companies like machines keeps
them from changing, or makes changing them much
more difficult. We keep bringing in mechanics—when

what we need are gardeners. We keep trying to drive
change—when what we need to do is cultivate change.
Surprisingly, this mechanical mind-set can afflict those
who seek “humane” changes through “learning organiza-
tions” just as much as it can afflict those who drive more
traditional changes, such as mergers and reorganizations.

Where, Specifically, Does the Mechanical
Approach Go Wrong in Effecting Change?

The easiest way to see this is to look at our interpersonal
relationships. In our ordinary experiences with other peo-
ple, we know that approaching each other in a machine-
like way gets us into trouble. We know that the process of
changing a relationship is a lot more complicated than the
process of changing a flat tire on your car. It requires a
willingness to change. It requires a sense of openness, a
sense of reciprocity, even a kind of vulnerability. You must
be willing to be influenced by another person. You don’t
have to be willing to be influenced by your damn car! A
relationship with a machine is fundamentally a different
kind of relationship: It is perfectly appropriate to feel that
if it doesn’t work, you should fix it. But we get into real
trouble whenever we try to “fix” people.

We know how to create and nurture close friend-
ships or family relationships. But when we enter the
realm of the organization, we’re not sure which domain
to invoke. Should we evoke the domain of the machine?
After all, much of our daily life is about interacting with
computers, tape recorders, automobiles, and ATMs. Or
should we evoke the domain of living systems—because
a lot of our daily life is about interacting with family,
friends, and colleagues?

There are those who come down firmly on the peo-
ple side: They tend to be HR professionals and line man-
agers—people who understand that relationships, team-
work, and trust are essential to effective operations. But
high-level executives are frequently separated from the
day-to-day stuff of the enterprise: They look at the organi-
zation from the perspective of numbers, financial state-
ments, and prospective deals. Their number-one variable
is the company stock price. That outlook distances them
substantially from the living, human aspects of the enter-
prise. You end up with organizational schizophrenia.
Some people operate the company as if it were a machine,
and some treat it as part of the messy, living world.

What Happens When You See a Company
as a Part of Nature?

It shifts profoundly how you think about leadership and
change. If you use a machine lens, you get leaders who
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are trying to drive change through formal change pro-
grams. If you use a living-systems lens, you get leaders
who approach change as if they were growing something,
rather than just “changing” something. Even on a large
scale, nature doesn’t change things mechanically: You
don’t just pull out the old and replace it with the 
new. Something new grows, and it eventually supplants
the old.

You see the same thing at the level of behaviors: If
new behaviors are more effective than old behaviors,
then the new behaviors win out. That insight gives us a
doorway into a different way to think about how enter-
prises might change: What if we thought of organiza-
tional change as the interplay among the various forces
that are involved in growing something new?

Looking at nature, we see that nothing that grows
starts large; it always starts small. No one is “in charge,”
making the growth occur. Instead, growth occurs as a
result of the interplay of diverse forces. And these forces
fall into two broad categories: self-reinforcing processes,
which generate growth, and limiting processes, which
can impede growth or stop it altogether. The pattern of
growth that occurs unfolds from the interplay of these
two types of forces.

Looking at organizations, we find that one of the first
things that changes is how we define the term “struc-
ture.” The Fifth Discipline proposed a definition borrowed
from system dynamics—which looks at structure in
terms of feedback interactions within a system. Our new
definition of that term is “a pattern of interdependency
that we enact.” Again, think about the relationships with-
in a family rather than those within a company: People
come to relate to each other in predictable ways, which
form a pattern that then defines the structure of relation-
ships—norms, expectations, taken-for-granted habits of
communicating. Those patterns aren’t fixed; they can
change. And, more to the point, those patterns aren’t
given. Ultimately, the structures that come into play in
our families are the result of the choices that we’ve made
all along the way. We “enact” our families.

All of this applies directly to our ideas about leader-
ship and, in particular, to the cult of the CEO-as-hero. In
fact, that cult is one pattern that makes it easier for us to
maintain change-averse institutions. When we enact the
pattern of the CEO as hero, we infantalize the organiza-
tion: That kind of behavior keeps everyone else in the
company at a stage of development in which they can’t
accept their own possibilities for creating change.
Moreover, it keeps executives from doing things that
would genuinely contribute to creating significant
change. The cult of the hero-leader only creates a need
for more hero-leaders.

How Does Challenging the Idea of the
Hero-Leader Promote Change?

Deep change comes only through real personal
growth—through learning and unlearning. This is the
kind of generative work that most executives are pre-
cluded from doing by the mechanical mind-set and by the
cult of the hero-leader: The hero-leader is the one with
“the answers.” Most of the other people in the organiza-
tion can’t make deep changes, because they’re operating
out of compliance rather than out of commitment.
Commitment comes about only when people determine
that you are asking them to do something that they really
care about. For that reason, if you create compliance-ori-
ented change, you’ll get change—but you’ll preclude the
deeper processes that lead to commitment, and you’ll
prevent the emergence of self-generated change.

Again, you end up creating a kind of addiction:
People change as long as they’re being commanded to
change—or as long as they can be forced to change. But,
as a result, they become still more dependent on change
that’s driven from the top.

If the Idea of the Hero-Leader Takes Us in
the Wrong Direction, What’s the Right
Direction?

The first problem with all of the stuff that’s out there
about leadership is that we haven’t got a clue about what
we’re talking about. We use the word “leader” to mean
“executive”: The leader is the person at the top. That defi-
nition says that leadership is synonymous with a position.
And if leadership is synonymous with a position, then it
doesn’t matter what a leader does. All that matters is
where the leader sits. If you define a “leader” as an “exec-
utive,” then you absolutely deny everyone else in an
organization the opportunity to be a leader.

But when we studied leaders inside the companies
that are involved in the SoL consortium, that’s not what
we saw. We had several companies that were able to sus-
tain significant momentum over many years, and there
were no executives involved at all. In case after case, the
most compelling lesson we learned was that if you want
real, significant, sustainable change, you need talented,
committed local line leaders. Find the people who are at
the heart of the value-generating process—who design,
produce, and sell products; who provide services; who
talk to customers. Those value-generating activities are
the province of the line manager, and if the line manager
is not innovating, then innovation is not going to occur.

The next thing we noticed was that, in some organi-
zations, the first round of change activities somehow led
to second-order efforts. The original group would spawn
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a second group, and gradually new practices would
spread throughout the organization. How did that hap-
pen? We identified people who were “seed carriers.”
They were internal networkers who knew how to get peo-
ple talking to one another and how to build informal com-
munities. In effect, they were creating communities of
practice. These networkers represent a second type of
leadership. Of course, we also found executives who
were providing leadership by doing activities that were
more mature and more profound than simply offering
themselves as heroes. These were executives who focus
on acting as a coach or as a mentor.

Out of these observations, we developed our own
definition of “leadership.” To me, the simplest defini-
tion of that word is “the ability to produce change”:
“We used to operate that way; now we operate this
way.” Then, using what we saw inside companies, we
identified three leadership communities: local line
leaders, internal networkers or community builders,
and executive leaders. For significant change to take
place, you need to create an interplay among those
three communities. One community can’t be substitut-
ed for another. Each community represents part of a
necessary set.

What’s the Best Way to Begin Creating
Change?

I have never seen a successful organizational-learning
program rolled out from the top. Not a single one.
Conversely, every change process that I’ve seen that was
sustained and that spread has started small. Usually
these programs start with just one team. That team can
be any team, including an executive team. At Shell, the
critical generative work was done in a top team. Then, in
a matter of a year or so, it spread to the top 150 man-
agers, who percolated ideas among themselves—and
they, in turn, formed new clusters of teams. At Ford, two
teams started working almost in parallel. In case after
case, the change effort begins small, and as it takes hold,
networks form that carry change into wider groups.

Just as nothing in nature starts big, so the way to
start creating change is with a pilot group—a growth
seed. As you think about a pilot group, there are certain
choices that you have to make in order to make the
group work. The first choice goes back to the issue of
compliance versus commitment: Will the change effort
be driven by authority or by learning? To make that deci-
sion is to choose a central path. Then there are reinforc-
ing elements: new guiding ideas; innovations in the infra-
structure; theories, methods, and tools.

After a Pilot Group Forms, What Are the
Next Steps?

Thinking about nature as the model again leads you to
ask, “What are the self-reinforcing processes whereby
the seed begins to realize its potential to grow? And what
are the limiting processes that come into play as the seed
interacts with the soil?”

There are a number of self-reinforcing factors that
help a pilot program to take root. People develop a per-
sonal stake in it. People see that their colleagues take it
seriously, and they want to be part of a network of com-
mitted people. There’s also a pragmatic factor: It works.
There are real business results—so it’s worthwhile to
become engaged. But the most fundamental reinforcer of
a pilot program is hearing people say that they’ve found a
better way of working. Most people would rather work
with a group of people who trust one another. Most peo-
ple would rather walk out of a meeting with the belief
that they’ve just solved an important problem. Most peo-
ple would rather have fun at work. It may be obvious, but
what we’ve observed again and again is that personal
enthusiasm is the initial energizer of any change process.
And that enthusiasm feeds on itself. People don’t 
necessarily want to “have a vision” at work or to “con-
duct dialogue.” They want to be part of a team that’s 
fun to work with and that produces results they are
proud of.

But even if the pilot has potential to grow, there is no
guarantee that growth will occur. All pilot groups
encounter “challenges to initiating”—initial limiting
processes that can keep growth from ever really starting.
For example, it doesn’t matter how promising a team is if
its members don’t have time to commit to the change
effort, if they can’t reorganize their schedules to accom-
modate weekly meetings, if they don’t have time during
which they can get together to reflect. Learning takes
time. Invariably, you will get that time back—and then
some—because most teams today waste lots of time, 
and therefore better learning capabilities will make 
them much more productive than they were before. 
But first you have to be able to make an investment 
of time.

Another example of an important potential limiting
factor: A change effort has to have some relevance to
people. It has to have some connection to them. It has to
matter. Why should an engineer need to learn how to
conduct a dialogue? Why should she care about that
skill? The answer may be that the organization trips over
certain technical issues that aren’t really technical issues;
rather, they’re problems with internal conversations that
lead to fights instead of creative resolutions. The point
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isn’t to learn how to conduct a dialogue. The point is to
invest some time and to get some help to change how
people work together.

In Your New Book, You Identify the 10
Challenges of Change. Why Focus on
Challenges?

The short answer: to produce effective leadership. In a
natural system, the way to sustain growth is by paying
attention to the interplay between reinforcing processes
and limiting processes—and by paying special attention
to the limiting processes. The limiting processes repre-
sent 90% to 98% of the real leverage in sustaining deep
change. These 10 challenges are the limiting processes
that we’ve seen again and again. They include processes
that operate from the outset of a pilot—such as time and
relevance—and they include processes that come into
play once a pilot begins to succeed. After an initial suc-
cess, things tend to get harder, not easier. So, if we want
to have effective leadership, if we want to have humane
communities that can sustain significant change, we need
to learn how to focus on these types of challenges.

Are these the only 10 challenges? This is just the
first cut; undoubtedly there are others. But if the dis-
course about change starts to focus on challenges and on
strategies for dealing with those challenges, we may be
able to build a body of knowledge that will allow for effec-
tive leadership and sustainable change.

Back to the First Question: A Decade after
The Fifth Discipline Appeared, Do You
Think that Big Companies Can Change?

Ultimately, organizational learning is about growing
something new. Where does new growth take place?
Often it happens in the midst of the old. Indeed, often the
new grows out of the old. How will the old react? The
only realistic expectation is that the traditional system of
management, as  [W. Edwards] Deming used to label it,
will work harder and harder to maintain itself. But grow-
ing something new doesn’t have to be a battle against the
old. It doesn’t need to be a fight between believers and
nonbelievers. In any case, our Industrial Age manage-
ment, our Industrial Age organization, and our Industrial
Age way of living will not continue. The Industrial Age is
not sustainable. It’s not sustainable in ecological terms,
and it’s not sustainable in human terms.

It will change. The only question is how. Once we
get out of our machine mind-set, we may discover new
aptitudes for growth and change. Until then, change
won’t come easily.

Sidebar: 
The 10 Challenges of Change

In The Dance of Change: The Challenges to Sustaining
Momentum in Learning Organizations, Peter Senge and his
colleagues identify 10 challenges of change. Grouped into
three categories—challenges of initiating change, challenges
of sustaining momentum, and challenges of systemwide
redesign and rethinking—these 10 items amount to what the
authors call “the conditions of the environment that regulate
growth.”

Challenges of Initiating Change

“We don’t have time for this stuff!” People who are
involved in a pilot group to initiate a change effort need
enough control over their schedules to give their work the
time that it needs.

“We have no help!” Members of a pilot group need enough
support, coaching, and resources to be able to learn and to do
their work effectively.

“This stuff isn’t relevant.” There need to be people who
can make the case for change—who can connect the devel-
opment of new skills to the real work of the business.

“They’re not walking the talk!” A critical test for any
change effort: the correlation between espoused values and
actual behavior.

Challenges of Sustaining Momentum

“This stuff is . . .” Personal fear and anxiety—concerns
about vulnerability and inadequacy—lead members of a pilot
group to question a change effort.

“This stuff isn’t working!” Change efforts run into mea-
surement problems: Early results don’t meet expectations, or
traditional metrics don’t calibrate to a pilot group’s efforts.

“They’re acting like a cult!” A pilot group falls prey to arro-
gance, dividing the company into “believers” and “nonbe-
lievers.”

Challenges of Systemwide Redesign 
and Rethinking

“They . . . never let us do this stuff.” The pilot group
wants more autonomy; “the powers that be” don’t want to lose
control.

“We keep reinventing the wheel.” Instead of building on
previous successes, each group finds that it has to start from
scratch.

“Where are we going?” The larger strategy and purpose of
a change effort may be obscured by day-to-day activity. Big
question: Can the organization achieve a new definition of 
success?
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1989 Oxford University management scholar Bill Isaacs, an
associate of quantum physicist David Bohm, introduces
Senge to the concept of dialogue as a process for building
team capability.

1989 The Age of Unreason, by Charles Handy, is published.

1989 The Center for Organizational Learning is formed at
MIT, with Senge as director and with Ed Schein, Chris
Argyris, Arie de Geus, Ray Stata, and Bill O’Brien as key
advisers. The staff of the “learning center,” as it’s called,
includes Bill Isaacs, Daniel Kim (whose research involves
linking the learning organization work to the quality move-
ment), and research director George Roth.

1990 The Fifth Discipline is published. The book draws on
many influences: system dynamics, “personal mastery”
(based on Fritz’s work and the concept of creative tension),
mental models (based on Wack’s and Argyris’s work), shared
vision (based on work done at Innovation Associates), and
team learning (based on David Bohm’s concepts).

1990 Daniel Kim founds the “Systems Thinker,” a newsletter
devoted to “fifth discipline” issues. The following year, the
newsletter’s parent organization, Pegasus Communications,
launches an annual conference series called Systems
Thinking in Action.

1993 Harvard University professor David Garvin publishes
an article on organizational learning in the Harvard Business
Review, arguing that only learning that can be measured will
be useful to managers.

1994 The Fifth Discipline Fieldbook is published. Authors of
the book, which Senge edited, include Charlotte Roberts,
Rick Ross, and Bryan Smith (president of Innovation
Associates of Canada), and Art Kleiner (who serves as edito-
rial director). The Fieldbook becomes a new management-
book genre.

1994 The use of “learning histories” as a method of assess-
ment begins at the Center for Organizational Learning.

1994 The first major Organizational Learning Center pro-
jects reach completion. Many of them have produced remark-
able results. But a few have resulted in disappointing career
prospects for some of the line leaders who were involved in
them.

1995 Working with Dee Hock, the Organizational Learning
Center begins a two-year process of building an ambitious
international consortium called the Society for Organizational
Learning, with Peter Senge as chairman.

1996 The Age of Heretics, by Art Kleiner, and Synchronicity:
The Inner Path of Leadership, by Joseph Jaworski, are pub-
lished.

1997 The Living Company, by Arie de Geus, is published.

1999 The Dance of Change is published.

Sidebar: 
Chronology of Learning 
Organization Concepts

1938 In his book Experience and Education, John Dewey
publicizes the concept of experiential learning as an ongoing
cycle of activity.

1940s The Macy Conferences—featuring Margaret Mead,
Gregory Bateson, and Lawrence Kubie—bring “systems
thinking” to the awareness of a cross-disciplinary group of
intellectuals.

1940s Scottish psychologist Kenneth Craik coins the term
“mental models,” which later makes its way to MIT through
Marvin Minsky and Seymour Papert.

1946 Kurt Lewin, founding theorist of National Training
Laboratories, proposes the idea of a “creative tension”
between personal vision and a sense of reality.

1956 Edgar Schein’s research on brainwashing in Korea
paves the way for an understanding of “process consultation.”

1960 The Human Side of Enterprise, by Douglas McGregor,
is published.

1961 Jay Forrester publishes Industrial Dynamics. This
book, the first major application of system dynamics to cor-
porations, describes the turbulence within a typical appliance
value chain.

1970 Chris Argyris and Donald Schön begin work on “action
science,” the study of how espoused values clash with the val-
ues that underlie real actions.

1972 The Limits to Growth: A Report for the Club of Rome’s
Project on the Predicament of Mankind, by Donella Meadows
and Dennis Meadows, is published. The book draws on
Forrester’s theories about system dynamics.

1971 to 1979 Erhard Seminars Training (EST) demon-
strate the kind of powerful attitude shifts that can occur dur-
ing a seminar that lasts several days.

1979 Consultant Charlie Kiefer, Forrester student Peter
Senge, and researcher-artist Robert Fritz design the
“Leadership and Mastery” seminar, which becomes the focal
point of their new consulting firm, Innovation Associates.

1984 to 1985 Pierre Wack, scenario planner at Royal
Dutch/Shell, spends a sabbatical at Harvard Business School
and writes two articles about scenario planning as a learning
activity.

1982 Senge, Arie de Geus, Hanover Insurance CEO Bill
O’Brien, Analog Devices CEO Ray Stata, and other executive
leaders form a learning-organization study group, which
meets regularly at MIT.

1987 Peter Schwartz, Stewart Brand, Napier Collyns, Jay
Ogilvy, and Lawrence Wilkinson form the Global Business
Network, with a charter to foster organizational learning
through scenario planning.

264 THE OB SKILLS WORKBOOK



C A S E  1

Drexler’s 
Bar-B-Que
Developed by Forrest F. Aven, Jr., University of Houston—
Downtown, and V. Jean Ramsey, Texas Southern University

C
hange seems to be a fact of life, yet in Texas some
things remain the same—people’s love for Texas-
style barbecue. As you drive from Houston to Waco,
for example, you will see many roadside stands ask-

ing you to stop by and sample different forms of bbq or
bar b q (the tastes vary as much as the spellings, and
both are often inspired). In the cities, there are many
restaurants, several of them large chains, that compete
with smaller, neighborhood businesses for the barbecue
portion of individuals’ dining out budgets.

Survival can sometimes depend on the restaurant’s
ability to identify and capitalize on “windows of opportu-
nity.” Small businesses are presumed to be more flexible,
having the ability to react more quickly to changes when
they occur—but the risk is also greater for them than for
large organizations, which can more easily absorb losses.
But although there may be differences in scale, an impor-
tant question for all organizations is whether they have
the willingness and the ability to take advantage of oppor-
tunities as they arise. On February 14, 1995, Drexler’s
Bar-B-Que, a small “neighborhood” restaurant in
Houston, the fourth largest city in the United States, had
an opportunity to test whether it had what it took.

Drexler’s Bar-B-Que is located at 2020 Dowling
Street in an area of Houston called the Third Ward—an
economically disadvantaged neighborhood not far from
downtown—and has been in the family “almost forever.”
The more recent history, however, begins in the late
1940s, when a great uncle of the present owners operated
the establishment as Burney’s BBQ. He died in the late
1950s, and an uncle of the present owners took the restau-
rant over and, because of a leasing arrangement with
another popular barbeque restaurant in Southwest
Houston, changed the name of the restaurant to Green’s
Barbecue. In the 1970s, James Drexler, 12 years old,
began working with his uncle and learned the secrets of
the old family recipes for the barbecue beef, chicken, and
sausage. He learned the business “from the ground up.”
In 1982, when his uncle died, James and his mother took
over the business, ended the leasing arrangement, and, in
1985, renamed it Drexler’s Bar-B-Que. To this day, it con-
tinues to be a “family affair,” but there has been increased
specialization in tasks as business has grown. James
Drexler continues to do all the meat preparation, his
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mother, Mrs. Eunice Scott, handles
the other food preparation (the “stan-
dard fare” is potato salad, cole slaw,
barbeque beans, and slices of white
bread), and his sister, Virginia Scott,
manages the “front operations”—
customer orders and the cash regis-
ter. There are only two or three
other full-time employees, although
sometimes during the summer a cou-
ple of nephews work part time.

Drexler’s is a family business
with strong underlying values. It is
in the neighborhood and is of the
neighborhood. Despite the success
of the business and the increased
patronage of individuals from other
parts of the city (many of whom pre-
viously had few occasions to do
more than drive through the Third
Ward), the Drexlers have never con-
sidered moving from their original
location. The culture of the organiza-
tion, and the values underpinning it,
are influenced by the current head
of the family, Mrs. Scott. Her values
of honesty, hard work, and treating
people fairly and with respect—and
her faith in God—permeate the
atmosphere and operations of
Drexler’s. She moves through the
restaurant inquiring about individual
needs—equally for long-time cus-
tomers and new ones—and always
with a smile and warm greeting for
all. She is there every day the
restaurant is open and holds the
same set of high standards for her-
self as she does for others who work
in the restaurant.

Values also get played out in the
way in which Drexler’s Bar-B-Que
“gives back to” the surrounding
African-American community.
Drexler’s has, for many years, spon-
sored a softball team and a local Boy
Scout troop. Youths from the neigh-
borhood have opportunities to go
camping and visit a local amusement
park because the family believes that
a business should not just involve
itself in the community but has the

obligation to seek out aggressively
opportunities to help others.

In some ways it would appear
that Drexler’s is not very flexible or
adaptable. The restaurant is always
closed at 6:00 P.M. and on Sundays
and Mondays. The menu has
remained the same for many years.
Drexler’s has always been well
known in Houston’s African-
American community, especially that
in the southwest portion of the city.
Regular customers have frequented
the restaurant for many years, and a
successful side business of catering
social functions has also developed.
Business has improved every year.
During the early 1990s, the business
had grown to a point where the
small, somewhat ramshackle, restau-
rant could no longer service the
demand—there simply were not
enough tables or space. So the deci-
sion was made in 1994 to close the
business for six months, completely
raze the building, and rebuild a new
and modern restaurant (with addi-
tional space attached for future
expansion into related, and unrelat-
ed, businesses by other family mem-
bers). It was a good decision—upon
reopening, business doubled. But
the biggest test of the restaurant’s
ability to adapt to changes came on
February 14, 1995.

Mrs. Scott has two sons, James
and Clyde Drexler. James is the co-
owner of the restaurant, and Clyde
is an NBA basketball player. In 1994,
Clyde Drexler appeared at the
restaurant to generate publicity for
the reopening. But on February 14,
1995, he was traded from the
Portland Trailblazers to the local
NBA franchise, the Houston
Rockets. Clyde had played his colle-
giate ball at the local university and
was popular in the city of Houston.
He and Hakeem Olajuwon, the “star”
of the Rockets team, had played
together in college and were part of
the team known as the Phi Slamma

Jamma. Clyde had been a very suc-
cessful member of the Portland
team; he had been selected to play
on several all-star teams, had played
for two NBA championships, and
was a member of the original Dream
Team that sent NBA players to the
1992 Summer Olympics.

The Houston Rockets, the
defending NBA champions, were
struggling during that winter of
1995. The acquisition of Clyde
Drexler was seen as a “blockbuster”
one and a key to helping the team
repeat as NBA champions. The city
was overjoyed with the idea that a
local hero was returning home to
assist the team in once more winning
the championship.

The initial news of the trade
brought many new customers to the
restaurant. As the Rockets pro-
gressed through the playoffs during
the spring of 1995, even more cus-
tomers came. Some days, the restau-
rant had to close early because it ran
out of food. During the semifinals
with San Antonio and the finals with
Orlando, there appeared to be as
many newspaper articles and televi-
sion reports originating from the
restaurant as from the basketball
arena. A radio station staged an event
outside the restaurant for fans to
earn tickets to the game. A major
local newspaper gave the restaurant a
favorable review in the food section.
Many Rockets fans saw frequenting
the restaurant as a way to “connect”
to the ball team and came to hug
Mrs. Scott or chat with her about her
son, Clyde, or both. When the
Rockets clinched their second NBA
championship, everyone in the city
knew about the Rockets, and many
now knew of Drexler’s Bar-B-Que.

The restaurant has since
become the hub of several business-
es located side by side. In addition
to her two sons, Mrs. Scott has four
daughters. Virginia Scott, who is
heavily involved in the restaurant, is
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also co-owner of a beauty salon, with
another sister, Charlotte Drexler. A
bakery is owned and operated by a
cousin, Barbara Wiltz. A bookstore
with a sports emphasis is leased to a
nonfamily member. In January 1996,
a new addition was made to the
building, and a significantly expand-
ed catering business was begun.
Meanwhile, the restaurant has
increased its neighborhood involve-
ment by offering free Thanksgiving
and Christmas dinners to neighbor-
hood residents in a neighborhood
park.

Review Questions

1. Use the open systems model
decribed in this chapter to show
how Drexler’s Bar-B-Que should
operate as a learning organiza-
tion.

2. How do the “values” of Drexler’s
Bar-B-Que relate to the ethics
and social responsibility issues
raised in this chapter?

3. What challenges of organization
and managerial leadership face
Drexler’s in its current move-
ment toward expansion? ■

quence, Sun has branched out into
other computer areas, with an
emphasis on the Internet. 

Sun is the only major company
that builds an entire line of compu-
ters based exclusively on its own
designs, its own chips, dubbed
Sparc, and its own software, a ver-
sion of the Unix operating system
known as Solaris. As such, Sun
stands alone as the “pure” alterna-
tive to the Wintel world.2 This 
strategy is not without its detractors,
who point out that Sun handicaps
itself by requiring huge R&D
expenses compared to those firms
relying on Windows and Intel. Sun
spends 10.4% of its sales on R&D,
compared to 4.5% at Compaq and
1.6% at Dell, who rely on Intel and
Microsoft for much of their
research.3 

McNealy boasts that “there are
three technology companies left in
the computer world. Intel, Microsoft
and Sun.”4 “They [Sun] are begin-
ning to be viewed as much more
credible as an end-to-end solution
provider,” says Joe Ferlazzo, an ana-
lyst at Technology Business
Research. Sun offers an attractive
alternative with the same operating
system on everything from a $2500
workstation with a single Sparc chip
to a $1 million server with 64 parallel
chips delivering as much computing
power as an IBM mainframe. “That’s
what’s needed in the ISP environ-
ment and in corporate computing”
he adds. In the opposite camp, Susan
Whitney of IBM argues that “To
believe that a single architecture will
address all the business require-
ments is not a sound strategy.”5

Undeterred, McNealy stays
convinced of his mission, which is
no less than to overthrow the per-
sonal computer. “The PC is just a
blip. It’s a big, bright blip,” says
McNealy. “Fifty years from now, peo-
ple are going to look back and say:
‘Did you really have a computer on

Sun Microsystems 

Sun Microsystems was founded by
Andreas Bechtolsheim, Bill Joy,
Vinod Khosla, and Scott McNealy in
1982. The first Sun system, the Sun-
1, was a high performance computer
based on readily available, inexpen-
sive components and the Unix oper-
ating system largely developed by
Joy while in graduate school at the
University of California-Berkeley.

From the very start, Sun resisted
the so-called Microsoft Windows/
Intel (Wintel) model and concentrat-
ed on high-end workstations, suit-
able for engineering, designers, Wall
Street traders, and CAD/CAM appli-
cations.

Scott McNealy took over as
president of Sun in 1984 and since
then has waged a constant war with
Bill Gates and Microsoft. At first,
Sun’s market niche of high-end
workstations kept it from competing
directly with personal computers.
However, over time PCs acquired
more and more computing power,
putting them in more direct competi-
tion with workstations. As a conse-

C A S E  2

Sun Microsystems: 
“We’re the dot in .com”
Developed by David S. Chappell, Ohio University

W
hat does it take to foster a computer revolution? Bill Gates’s Microsoft
model, based on distributed personal computers with software (large-
ly Microsoft’s) loaded on each individual machine, may be slowly giv-
ing way to a networked system long championed by McNealy’s Sun

Microsystems. In fact, McNealy has been one of the few computer industry
leaders to take on Microsoft directly with a zeal and tenacity that is legendary.
Steven M. Milunovich, an analyst with Merrill Lynch and Company, argues
that “If you want to know where the computer industry is going, ask Sun.”1

*Note: The blue underscored words/
phrases in this case indicate Internet
links provided in the online version. See
the Organizational Behavior, Seventh
Edition Web Site at http://www.wiley.
com/college/schermerhorn.



your desk? How weird.’”6 Analyst C.
B. Lee of Sutro and Company and a
former Sun manager argues that
“McNealy shoots off his mouth too
much. At some point, you’ve gotta
be more mature.”7

Offsetting McNealy’s brashness
is Ed Zander, chief operating officer
for Sun, who exhibits a more con-
servative aura. “I think McNealy 
and Zander are kind of like yin and
yang,” says Milunovich from Merrill
Lynch. “McNealy is the high priest
of the religion. Ed is much more
pragmatic. Having both is very good
for Sun.”8

One thing McNealy has been
able to accomplish is the constant
reinvention of Sun as times and
external conditions change. Starting
with workstations and their various
components, he has now positioned
the firm to offer top-of-the-line
servers that power the Internet.
With the development of Java and
Jini, Sun is evolving into a powerful
software machine that serves to
drive the Internet and future “infor-
mation appliances.” 

To do this, Sun recognizes the
need for talented people. Many
observers rate Sun’s employees
among the most talented in Silicon
Valley. To keep them in a competi-
tive marketplace, Sun emphasizes
perks: 

Family care: Adoptive parents
receive financial assistance of
up to $2000. Lactation rooms
help new mothers return to
work. In the San Francisco Bay
Area, parents can take sick chil-
dren to a special day-care center
that cares for children with
minor illnesses. Sun also offers
a dependent-care spending
account, a consultation and
referral program, and an
employee-assistance program
providing short-term profes-
sional counseling. 

Private workspace: When Sun

designed its Menlo Park,
California campus, the company
asked employees for
suggestions—and found that
engineers prefer private offices
over Dilbert-like cubicles. The
engineers got the space they
demanded for quiet develop-
ment time.

Respecting employee time:
Flexible hours and telecommut-
ing help accommodate busy
schedules and keep employees
from wasting time on California
freeways. Train travelers can
catch a special shuttle to Sun
facilities, and the company
reimburses some commuting
costs.9

Hard to Find Where the
Sun Don’t Shine 

As early as 1987, Sun coined the
phrase, “The network is the comput-
er.”10 But it has only been recently,
with the full advent of the Internet
coupled with Sun’s Java program-
ming language, that all the pieces
may actually be falling into place to
make this vision a reality.
“Microsoft’s vision was to put a
mainframe on everybody’s desktop,”
claims McNealy. “We want to pro-
vide dial tone for the Internet. We
couldn’t have more different
visions.”11

In 1995, Java was introduced as
the first universal software designed
from the ground up for Internet and
corporate intranet developers to
write applications that run on any
computer, regardless of the proces-
sor or operating system.12 Most
recently Sun has introduced Jini, a
promising technology that lets com-
puters and appliances connect to a
network as simply as a telephone
plugs into the wall.13 Sun’s objective
is to make access to the Internet and
computing as simple as picking up a
phone and hearing a “Webtone”.

Even Microsoft yielded to Java’s
appeal, licensing a version to devel-
op its own line of software. Java’s
appeal is its ability to lower compa-
nies’ IT costs because it runs
unchanged on any device with a
computer chip, enabling everything
from wallet-sized cards to trucks to
communicate over a network.
However, Microsoft and Sun imme-
diately got into a battle when
Microsoft made a proprietary ver-
sion of Java to run only on Windows
programs. Sun sued and has won an
initial ruling against Microsoft. 

Sun claims that network com-
puting will herald a shift away from
personal computers to more friendly
appliances such as phones, digital
assistants, and televisions. It hopes
Java will provide the link to its pow-
erful network servers with these
new network devices.14 Microsoft
prefers its Windows CE operating
system to provide this link. In addi-
tion, it views Web appliances as
“companions” rather than replace-
ments to today’s PCs. 

The allure of a host of Internet
devices is their ability to bring in
more users. Their convenience and
ease-of-use promotes a more ubiqui-
tous presence for the Web and the
information located there. Java goes
after this “embedded” software 
market by powering the programs
that run everything from phone
switches to factory automation
equipment. 

Java-Powered Net
“Appliances”

Network Computers
Stripped-down desktop computers

run programs downloaded from
the Internet.

TVs and Cable Set-Top Boxes
TCI will distribute 20 million Java-

equipped set-top boxes to
encourage communication over
cable.
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Screenphones
Simple devices for straightforward

services such as grocery order-
ing.

Cellular phones and pagers
Cellular phone manufacturers plan

to use Java to offer new ser-
vices through their cellular
devices.

Smart Cards
Java smart cards program routine

processes, such as airline ticket
purchases directly on the cards.

Cars
Navigation and diagnostic systems

powered by Java programs.
Keys
Java-powered rings and pass

cards.15

McNealy billed Java as the
killer of Microsoft Windows. Sun
claims Java is ideally suited for the
“network computer” (NC) — a low-
cost machine that has no hard
drive, relying instead on a network
that would supply it with small Java
programs. Plummeting personal
computer prices have stalled the
takeoff of the NC, but McNealy and
Sun remain committed to the idea.
“Every day, 27,000 people (at Sun)
get up and do one thing: network
computing,” claims Ed Zander.
“That’s a very, very powerful
story.” 16 

Sun-AOL-Netscape 

In perhaps its greatest coup to date,
on November 24, 1998, Sun signed
an alliance agreement with America
Online in association with its $4.2
billion purchase of Netscape
Communications. Access to
Netscape’s e-commerce software
allows Sun to hawk its servers and
attract customers that want a more
complete package.17 In addition, Sun
has access to one of the three
largest portals on the Web. In
exchange for providing $350 million
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in licensing, marketing, and adver-
tising fees for the deal, AOL agrees
to buy $500 million in Sun servers
over the next three years. 

Open system advocates were
originally concerned about AOL’s
involvement in the deal. They felt
that AOL might hinder the free dis-
tribution of Netscape’s browser.
However, Stephen Case, AOL
founder, assures doubters that the
partnership will continue to allow
free access to Netscape’s browser
technology. He intends to depend on
Sun Microsystems to develop sys-
tems to provide Internet access over
next-generation devices. 

As a partner with AOL and
Netscape, Sun is now in position to
challenge IBM, Hewlett-Packard,
and others in developing the sys-
tems that will let corporations
rebuild their businesses in cyber-
space. The challenge for Sun CEO
Scott G. McNealy will be to behave
like the top-tier industry leader that
this deal may finally make him. And
he’ll need to make sure that Sun not
only talks like a good partner but
behaves like one, too.18

A major factor in Sun’s favor is
a world in which companies will
choose to outsource anything that’s
not a demonstrably clear competitive
advantage. Things such as human
resources, financials, e-mail, and
Web hosting all will clearly follow in
the steps of payroll and facility secu-
rity—that is, they’ll be outsourced.
Sun’s been saying that the network
is the computer for at least a decade.
Oracle has been talking the talk for
about three years. SAP was founded
on the principle of centralized con-
trol in the early 1970s. But so far, no
vendor has been able to convince
any company that it should put its
technological assets into someone
else’s hands. This is starting to
change.19

The firm most strategically posi-
tioned to take advantage of this shift

is Sun or possibly IBM Global
Services. Scott McNealy has stated
several times that companies should
never think about purchasing another
server again. He means that compa-
nies should leave the costs of main-
taining scalability and reliability of
fundamental systems to someone that
specializes in the technology.20 

Even so, the Internet must con-
tinue to evolve in order for Sun to
realize its vision. John McFarlane,
head of Solaris software, puts it
plainly. “We depend upon extreme
reliability, availability and scalability
as a market differentiator. . . . I
know from my seventeen years as a
Nortel employee how much it hurts
when there’s a service failure of any
kind, and how great it feels when
the network would take a licking
and keep on ticking. The same ethic
applies at Sun. We run our own com-
pany systems on Sun, and our aver-
age downtime is about 22 minutes
per-employee-per-year. Another way
to put it is we experience about
99.96% uptime for every company
user. We won a contract with the
New York Stock Exchange because
of our ability to deliver their
required 99.99% uptime—and so far
we’re at 100%. If the Internet is truly
to succeed as the next great commu-
nication medium for mainstream
users, and the WebTone is to truly
represent the same level of connec-
tivity as the dialtone, then that level
of reliability must be our model for
all users. We call it the utility model
of computing.”21

With all these changes going
on, how does a company cope?
McNealy sums up his strategy by
arguing, “If everybody thought that
what we were doing was the right
thing, everybody would do what we
are doing. If you are controversial
and you are wrong, you’ve got a big
problem. You have to be very con-
troversial and very right to make
lots of money.”22



Review Questions 

1. Discuss the authors’ definition of
high performance organizations.
Is there anything you would add
or delete?

2. Analyze Sun Microsystems based
on the authors’ five key character-
istics of HPOs.

3. Does Sun represent a Greenfield
or Redesign HPO?
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C A S E  3

Crossing Borders
Developed by Bernardo M. Ferdman, California School of Professional
Psychology, San Diego, CA and Plácida I. Gallegos, Southwest Communication
Resources, Inc. and The Kaleel Jamison Consulting Group, Inc.

T
his case study is based on the experiences of Angelica Garza, a woman of
Mexican-American heritage who worked for 10 years in the Human
Resource (HR) function of a multinational medical products company. This
maquiladora plant was in Tijuana, Baja California, a large city directly

across the U.S.-Mexican border from San Diego, California. Maquiladoras are
manufacturing plants owned by foreign capital in the regions of Mexico bor-
dering the United States, which have been set up to take advantage of favor-
able laws and cheap labor.

Source: This is an abridged version of a case appearing in the Field Guide of E. E. Kossek and S. Cobel, Managing Diversity: Human
Resource Strategies for Transforming the Workplace (Oxford, England: Blackwell, 1996).

The Tijuana plant was one of a
number of operations for USMed.
Six other U.S. facilities were located
in the Northeast, the Midwest, and
Florida. In addition to her work in
the manufacturing plant, where
Angelica spent most of her time, she
was also responsible for human
resources for the small, primarily
administrative facility in Chula Vista,
on the U.S. side of the border.
Eventually, there were 34
Americans—12 on the Mexican side
and 22 on the United States side—
and approximately 1100 Mexican
nationals on the payroll.

There was little connection
between Angelica and the HR man-
agers at the other USMed plants,
either in the United States or
abroad. Angelica reported that
USMed had no overall policy or
strategy for dealing with human
resources generally and diversity
specifically.

The transition in Mexico was
not a smooth one for Angelica.
Nothing in her U.S. experience had
prepared her for what she encoun-
tered in Mexico. Her Anglo col-
leagues had only vague knowledge
about the operation in Tijuana and
had little interest in understanding
or relating to the Mexican work-
force. Given her Hispanic upbring-
ing in the United States, Angelica
had some understanding of the cul-
ture and values of the Mexican
employees. Her Spanish-speaking
skills also enabled her to understand
and relate to the workers. Although
she had some understanding of the
workers, however, the assumption
on the part of U.S. management that
her knowledge and connection to
the Mexican workers was seamless
was false. There were many aspects
of cultural differences between her-
self and the Mexican employees that
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the Anglo managers were unaware
of:

In retrospect now, I can look back and
[I’m] just amazed at what I was involved
in at the time. I mean, I didn’t have a
clue. One of the things you find is that
[people assume that Mexican Americans
are most suited to work with Mexicans.]
I guess just because I was of Mexican-
American descent, it was like I would just
know how to mingle with this total[ly]
different culture.

As a result, Angelica experi-
enced a great deal of frustration and
misunderstanding. Her attempts to
intercede between the management
in Mexico and that in the United
States often led to her disenfran-
chisement from her American col-
leagues, who did not value or appre-
ciate her ideas or suggestions.
Further complicating her experience
in Mexico was the mixed reactions
she engendered from the Mexican
nationals. Because of her American
status, Angelica was misunderstood
and sometimes resented by Mexican
employees and, at the same time,
she lacked support from the U.S.
organization.

I found that the Mexican women who
were there [two women in accounting
who were Mexican nationals, and had
been there for about 5 years] were
resentful. My saving grace was that I was
an American because the Mexican
women there looked at the Americans as
being like a step above or whatever. And
there was resentment of me coming in
and taking away jobs. They perceived it
as: They weren’t doing a good job and we
were coming in and taking responsibili-
ties away from them. So me being a
woman coming in, I was scrutinized by
the two women who had been there. I
couldn’t get information from them. They
gave me the least information or help
they could and would be critical of any-
thing I did once I took it from them.

You know, I look back and it was
probably pretty frightening for them [the
Mexican nationals] too, because we all
came in and we knew what we had to do;
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[USMed was] very straightforward
about, you know, you fail to do this and
you can lose your job and you’ve got to
do that or you could lose your job, so get-
ting them to follow these protocols and
these operating procedures was very dif-
ficult. Change is difficult anyway but get-
ting them to follow some of those rules
[was] real challenging.

Angelica understood the
employees’ approach to the work as
stemming from local conditions and
from Mexican cultural styles. The
great expansion of maquiladoras
brought a number of changes,
including new expectations and dif-
ferent cultural styles on the part of
the managers. At first, potential
employees were unfamiliar with
these new expectations; the employ-
ers needed to train the workers if
they were to meet these expecta-
tions. This was happening in the
context of the meeting of two cul-
tures. In her role, Angelica saw her-
self as more American than
Mexican, yet also as different from
her Anglo colleagues. She saw her-
self as bringing American training,
expectations, and styles:

Well, see I’m American. I mean I was an
American manager, and that’s where I
was coming from. But I was forced to
come up with systems that would elimi-
nate future misunderstandings or prob-
lems. Being a Mexican American I
thought it would be easier working in
Mexico because I had some exposure to
the culture, but it was a real culture
shock for me. It was a different group of
people socioeconomically. A lot of those
people came from ranchitos, [from] out
in the sticks, where there were no
restrooms or showers. There weren’t
infrastructures in Tijuana at all. It’s pret-
ty good now compared to what it was 10
years ago. We used to go to work
through people’s backyards and dirt
roads. Dead dogs were marks for how
to get there! And I think now, that if you
go to Tijuana now — it’s been 10 years of
maquiladoras there — you can find more
qualified Mexican managers or supervi-

sors or clerical people. [Finding] bilin-
gual secretaries and engineers [was
like] getting needles in a haystack back
then.

I found myself being the only
woman in an old-boy-network environ-
ment, and that was pretty tough. And it
was also tough working in the Mexican
environment. Because the Mexican men
that I would deal with would look down
on me because I was a woman. Again,
my saving grace was because I was an
American woman. If I had been a
Mexican national woman, then I would
have really had probably more problems.
[For example] I had to work a lot, real
close with the Mexican accounting man-
ager, who was a male. And he would
come to me and tell me how I had
screwed up my numbers, or you didn’t
do this right, and stuff like that. I would
go over the numbers and it was just a dif-
ference in terms of how things were cal-
culated. Specifically, calculating an annu-
al salary. He would do it by using 365
days, when I would do it by 52 weeks and
you’d take your daily rate, it was differ-
ent, it would always be off a little bit. But,
I reported them the way the Americans
would be expecting to see them.

Review Questions

1. What competencies are appropri-
ate to ensure greater effective-
ness of U.S. employees operating
in a maquiladora or other non-
U.S. organization?

2. What are some of the costs of not
understanding diversity? What
could the organization have
gained by approaching the plant
with greater cultural understand-
ing?

3. From the HR perspective, what
were the unique challenges that
Angelica faced at various points
in her work for USMed?

4. Angelica worked in a plant out-
side the United States. What do
her experiences and perspectives
tell us that applies to domestic
operations? ■



C A S E  4

Never on a Sunday
Developed by Anne C. Cowden, California State University, Sacramento

M
cCoy’s Building Supply Centers of San Marcos, Texas, have been in
continuous successful operation for almost 70 years in an increasingly
competitive retail business. McCoy’s is one of the nation’s largest fami-
ly-owned and -managed building-supply companies, with sales topping

$400 million. The company serves 10 million customers a year in a regional
area currently covering New Mexico, Texas, Oklahoma, Arkansas,
Mississippi, and Louisiana in 103 stores employing 1600 employees. McCoy’s
strategy has been to occupy a niche in the market of small and medium-sized
cities. McCoy’s was originally a roofing business started by Frank McCoy in
1923; roofing remained the company’s primary business until the 1960s, when
it began to expand under the management of son, Emmett McCoy.

McCoy’s grounding principle is
acquiring and selling the finest quali-
ty products that can be found and
providing quality service to cus-
tomers. As an operations-oriented
company, McCoy’s has always man-
aged without many layers of man-
agement. Managers are asked to
concentrate on service-related
issues in their stores: get the mer-
chandise on the floor, price it, sell it,
and help the customer carry it out.
The majority of administrative work-
load is handled through headquar-
ters so that store employees can
concentrate on customer service.
The top management team (Emmett
McCoy and his two sons, Brian and
Mike, who serve as co-presidents)
has established 11 teams of man-
agers drawn from the different
regions McCoy’s stores cover. The
teams meet regularly to discuss new
products, better ways for product
delivery, and a host of items integral
to maintaining customer satisfaction.
Team leadership is rotated among
the managers.

McCoy’s has a workforce of 70
percent full-time and 30 percent
part-time employees. McCoy’s phi-
losophy values loyal, adaptable,
skilled employees as the most essen-
tial element of its overall success. To

in the United States and has provid-
ed support for low-income housing
in Mexico.

Many McCoy family members
are Evangelical Christians who
believe in their faith through letting
their “feet do it”—that is, showing
their commitment to God through
action, not just talk. Although their
beliefs and values permeate the com-
pany’s culture in countless ways, one
very concrete way is reflected in the
title of this case: Never on a Sunday.
Even though Sundays are busy busi-
ness days for retailers, all 103
McCoy’s stores are closed on Sunday.

Review Questions

1. How do the beliefs of the McCoy
family form the culture of this
company?

2. Can a retailer guided by such
strong beliefs compete and sur-
vive in the era of gigantic retailers
such as Home Depot? If so, how?

3. Is such a strong commitment to
social responsibility and ethical
standards a help or a hindrance
in managing a company?

4. How does a family-owned and 
-managed company differ from
companies managed by outside
professionals? ■

operationalize this philosophy, the
company offers extensive on-the-job
training. The path to management
involves starting at the store level
and learning all facets of operations
before advancing into a management
program. All management trainees
are required to relocate to a number
of stores. Most promotions come
from within. Managers are rarely
recruited from the outside. This may
begin to change as the business
implements more technology requir-
ing greater reliance on college-
educated personnel.

Permeating all that McCoy’s
does is a strong religious belief,
including a strong commitment to
community. In 1961 Emmett McCoy
decided, in the wake of a devastating
hurricane, to offer McCoy’s goods to
customers at everyday prices rather
than charging what the market
would bear. This decision helped
establish McCoy’s long-standing rep-
utation of fair dealing, a source of
pride for all employees, and allowed
the company to begin its current
expansion perspective. In 1989
McCoy’s became a drug-free compa-
ny. McCoy’s takes part in the annual
National Red Ribbon Campaign,
“Choose to Be Drug Free.” McCoy’s
also supports Habitat for Humanity
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C A S E  5

MAGREC, Inc.
Developed by Mary McGarry, Empire State College 
and Barry R. Armandi, SUNY-Old Westbury

Background

M
agRec, Incorporated was started in the late 1960s by Mr. Leed, a brilliant
engineer (he has several engineering patents), who was a group man-
ager at Fairchild Republic. The company’s product was magnetic
recording heads, a crucial device used for reading, writing, and erasing

data on tapes and disks. Need for the product and its future potential was
great. The computer industry was in its embryonic stage, and MagRec had vir-
tually no serious competition. In fact, almost all magnetic head manufacturers
today use methods, techniques, processes, and so on, that were developed
and pioneered by MagRec.

Like any other startup, MagRec
had a humble beginning. It strug-
gled during the early years, facing
cash-flow and technical problems.
After a slow start, it began growing
rapidly. In the mid-1970s it had cap-
tured 35 percent of the tape head
market, making it the second largest
supplier of MegaComputer comput-
er tape heads in North America.
Financially, the company suffered
heavily in the early 1980s because of
price erosions caused by Far East
competition. Unlike all its competi-
tors, the company resisted and
never moved its manufacturing oper-
ations offshore. By the mid-1980s,
the company had accumulated loss-
es to a point of bankruptcy. Finally,
plagued by a no-win situation, the
company entered a major interna-
tional joint venture, in which foreign
governments agreed to participate
as minority owners (20% equity).
The company received blanket sales
orders from Japanese firms (GME,
Victor Data, Fijitsu, etc.). Things
looked good once again. But . . .

Pat’s Dilemma

When Fred Marsh promoted me to
Sales Manager, I was in seventh

heaven. Now, six months later, I feel
I am in hell. This is the first time in
my life that I am really on my own. I
have been working with other peo-
ple all my life. I tried my best and
what I could not solve, I took
upstairs. Now it’s different because I
am the boss (or am I?). Fred has
taught me a lot. He was my mentor
and gave me this job when he
became vice-president. I have always
respected him and listened to his
judgment. Now thinking back I won-
der whether I should have listened
to him at all on this problem.

It started one late Friday
evening. I had planned to call my
West Coast customer, Partco, to dis-
cuss certain contract clauses. I want-
ed to nail this one fast (Partco had
just been acquired by Volks, Inc.).
Partco was an old customer, in
fact—through good and bad it had
always stayed with us. It was also a
major customer. I was about to call
Partco when Dinah Coates walked
in clutching a file. I had worked with
Dinah for three years. She was
good. I knew that my call to Partco
would have to wait. Dinah had been
cleaning out old files and came
across a report about design and
manufacturing defects in Partco
heads. The report had been written

nine years ago. The cover memo
read as follows:

To: Ken Smith, Director of Marketing
From: Rich Grillo, V.P. Operations
Sub: Partco Head Schedule

This is to inform you that due to pole-
depth problems in design, the Partco
heads (all 514 in test) have failed. They
can’t reliably meet the reading require-
ments.* The problem is basically a
design error in calculations. It can be
corrected. However, the fix will take at
least six months. Meanwhile Ron Scott in
production informs me that the entire
5,000 heads (the year’s production) have
aready been pole-slotted, thus they face
the same problem.

Ken, I don’t have to tell you how
serious this is, but how can we o.k. and
ship them to Partco knowing that they’ll
cause read error problems in the field?
My engineering and manufacturing peo-
ple realize this is the number one priori-
ty. By pushing the Systems Tech job
back we will be back on track in less
than six months. In the interim I can
modify Global Widgets heads. This will
enable us to at least continue shipping
some product to Partco. As a possible
alternate I would like to get six Partco
drives. Michaels and his team feel that
with quick and easy changes in the dri-
ves tape path they can get the head to
work. If this is true we should be back on
track within six to eight weeks.

A separate section of the report
read as follows:

Confidential
(Notes from meeting with Dom Updyke
and Rich Grillo)

Solution to Partco heads problem
All Partco heads can be reworked (.8
hrs. ea.—cost insignificant) to solve
Partco’s read problems by grinding an
extra three thousandths of an inch off
the top of the head. This will reduce the
overall pole depth to a point where no
read errors occur. The heads will fully

*Authors’ Note: Error signifies erro-
neous reading, not an error message.
For example, instead of “$200” the head
reads “$3005.42.”



meet specifications in all respects except
one, namely life. Dom estimates that due
to the reduced chrome layer (used for
wear) the heads’ useful life will be 2,500
hours instead of 6,000 hours of actual
usage.

Our experience is that no customer
keeps accurate records to tell actual
usage and life. Moreover the cost is
removed since Partco sells drives to
MegaComputer who sells systems to
end-users. The user at the site hardly
knows or rarely complains about extra
costs such as the replacement of a head
12 to 18 months down the line instead 
of the normal 2 years. Besides the ser-
vice technicians always innovatively
believe in and offer plausible
explanations—such as the temperature
must be higher than average—or they
really must be using the computer 
a lot.

I have directed that the heads be
reworked and shipped to Partco. I also
instructed John to tell Partco that due to
inclement weather this week’s shipment
will be combined with next week’s ship-
ment.

Dinah was flabbergasted. The
company planned to sell products
deliberately that it knew would not
meet life requirements, she said,
“risking our reputation as a quality
supplier. Partco and others buy our
heads thinking they are the best.
Didn’t we commit fraud through out-
right misrepresentation?”

Dinah insisted I had to do
something. I told her I would look
into the matter and get back to her
by the end of next week.

Over the weekend I kept think-
ing about the Partco issue. We had
no customer complaints. Partco had
always been extremely pleased with
our products and technical support.
In fact, we were their sole suppliers.
MegaComputer had us placed on
the preferred, approved ship to
stock, vendors list. It was a fact that
other vendors were judged against
our standards. MegaComputer’s
Quality Control never saw our prod-
uct or checked it.

Monday morning I showed the
report to Fred. He immediately rec-
ollected it and began to explain the
situation to me.

MagRec had been under
tremendous pressure and was grow-
ing rapidly at the time. “That year
we had moved into a new 50,000 sq.
ft. building and went from 50 or 60
employees to over 300. Our sales
were increasing dramatically.” Fred
was heading Purchasing at the time
and every week the requirements
for raw materials would change.
“We’d started using B.O.A.s (Broad
Order Agreements, used as annual
purchasing contracts) guaranteeing
us the right to increase our numbers
by 100% each quarter. The goal was
to maintain the numbers. If we had
lost Partco then, it could have had a
domino effect and we could have
ended up having no customers left
to worry about.”

Fred went on to explain that it
had only been a short-term problem
that was corrected within the year
and no one ever knew it existed. He
told me to forget it and to move the
file into the back storage room. I
conceded. I thought of all the possi-
ble hassles. The thing was ancient
history anyway. Why should I be
concerned about it? I wasn’t even
here when it happened.

The next Friday Dinah asked
me what I had found out. I told her
Fred’s feelings on the matter and
that I felt he had some pretty good
arguments regarding the matter.
Dinah became angry. She said I had
changed since my promotion and
that I was just as guilty as the crooks
who’d cheated the customers by sell-
ing low-life heads as long-life heads.
I told her to calm down. The deci-
sion was made years ago. No one
got hurt and the heads weren’t
defective. They weren’t causing any
errors.

I felt bad but figured there 
wasn’t much to do. The matter was

closed as far as I was concerned, so
I returned to my afternoon chores.
Little was I to know the matter was
not really closed.

That night Fred called me at
10:00. He wanted me to come over
to the office right away. I quickly
changed, wondering what the emer-
gency was. I walked into Fred’s
office. The coffee was going. Charlie
(Personnel Manager) was there.
Rich Grillo (V.P. Operations) was sit-
ting on the far side of Fred’s confer-
ence table. I instinctively headed
there for that was the designated
smoking corner.

Ken (Director of Marketing)
arrived 15 minutes later. We settled
in. Fred began the meeting by
thanking everyone for coming. He
then told them about the discovery
of the Partco file and filled them in
on the background. The problem
now was that Dinah had called
Partco and gotten through to their
new vice president, Tim Rand. Rand
had called Fred at 8 P.M. at home
and said he was personally taking
the Red Eye to find out what this
was all about. He would be here in
the morning.

We spent a grueling night fol-
lowed by an extremely tense few
weeks. Partco had a team of people
going through our tests, quality con-
trol, and manufacturing records. Our
production slipped, and overall
morale was affected.

Mr. Leed personally spent a
week in California assuring Partco
that this would never happen again.
Though we weathered the storm, we
had certain losses. We were never to
be Partco’s sole source again. We
still retained 60 percent of their busi-
ness, but had to agree to lower
prices. The price reduction had a
severe impact. Although Partco
never disclosed to anyone what the
issues were (since both companies
had blanket nondisclosure agree-
ments), word got around that Partco
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was paying a lower price. We were
unable to explain to our other cus-
tomers why Partco was paying this
amount. Actually I felt the price
word got out through Joe Byrne (an
engineer who came to Partco from
Systems Tech and told his col-
leagues back at Systems Tech that
Partco really knew how to negotiate
prices down). He was unaware, how-
ever, of the real issues. Faced with
customers who perceived they were
being treated unequitably, we experi-
enced problems. Lowering prices
meant incurring losses; not lowering
them meant losing customers. The
next two financial quarters saw sales
dollars decline by 40 percent. As the
sales manager, I felt pretty rotten
presenting my figures to Fred.

With regard to Dinah, I now
faced a monumental problem. The
internal feeling was she should be
avoided at all costs. Because of price
erosions, we faced cutbacks.
Employees blamed her for produc-
tion layoffs. The internal friction
kept mounting. Dinah’s ability to
interface effectively with her col-
leagues and other departments
plummeted to a point where normal
functioning was impossible.

Fred called me into his office
two months after the Partco episode
and suggested that I fire Dinah. He
told me that he was worried about
results. Although he had nothing
personally against her, he felt that
she must go because she was seri-
ously affecting my department’s
overall performance. I defended
Dinah by stating that the Partco
matter would blow over and given
time I could smooth things out. I
pointed out Dinah’s accomplish-
ments and stated I really wanted her
to stay. Fred dropped the issue, but
my problem persisted.

Things went from bad to worse.
Finally, I decided to try to solve the
problem myself. I had known Dinah
well for many years and had a good
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relationship with her before the inci-
dent. I took her to lunch to address
the issue. Over lunch, I acknowl-
edged the stress the Partco situation
had put on her and suggested that
she move away for a while to the
West Coast where she could handle
that area independently.

Dinah was hurt and asked why
I didn’t just fire her already. I
recounted by accusing her of caus-
ing the problem in the first place by
going to Partco.

Dinah came back at me, calling
me a lackey for having taken her
story to Fred and brought his man-
agement message back. She said I
hadn’t even attempted a solution and
that I didn’t have the guts to stand
up for what was right. I was only
interested in protecting my backside
and keeping Fred happy. As her
manager, I should have protected
her and taken some of the heat off
her back. Dinah refused to transfer
or to quit. She told me to go ahead
and fire her, and she walked out.

I sat in a daze as I watched
Dinah leave the restaurant. What the

hell went wrong? Had Dinah done
the morally right thing? Was I right
in defending MagRec’s position?
Should I have taken a stand with
Fred? Should I have gone over
Fred’s head to Mr. Leed? Am I doing
the right thing? Should I listen to
Fred and fire Dinah? If not, how do I
get my department back on track?
What am I saying? If Dinah is right,
shouldn’t I be defending her rather
than MagRec?

Review Questions

1. Place yourself in the role of the
manager. What should you do
now? After considering what hap-
pened, would you change any of
your behaviors?

2. Do you think Dinah was right?
Why or why not? If you were she
and you had to do it all over
again, would you do anything dif-
ferently? If so, what and why?

3. Using cognitive dissonance theo-
ry, explain the actions of Pat,
Dinah, and Fred. ■

C A S E  6

It Isn’t Fair
Developed by Barry R. Armandi, SUNY-Old Westbury

M
ary Jones was in her senior year at Central University and interviewing
for jobs. Mary was in the top 1 percent of her class, active in numerous
extracurricular activities, and was highly respected by her professors.
After the interviews, Mary was offered a number of positions with

every company with which she interviewed. After much thought, she decided
to take the offer from Universal Products, a multinational company. She felt
that the salary was superb ($40,000), there were excellent benefits, and good
potential for promotion.

Mary started work a few weeks
after graduation and learned her job
assignments and responsibilities
thoroughly and quickly. Mary was
asked on many occasions to work

late because report deadlines were
moved forward often. Without hesi-
tation she said “Of course!” even
though as an exempt employee she
would receive no overtime.



Frequently, she would take work
home with her and use her personal
computer to do further analyses. At
other times, she would come into
the office on weekends to monitor
the progress of her projects or just
to catch up on the ever-growing
mountain of correspondence.

On one occasion her manager
asked her to take on a difficult
assignment. It seemed that the com-
pany’s Costa Rican manufacturing
facility was having production prob-
lems. The quality of one of the prod-
ucts was highly questionable, and
the reports on the matter were con-
fusing. Mary was asked to be part of
a team to investigate the quality and
reporting problems. The team
stayed in poor accommodations for
the entire three weeks they were
there. This was because of the
plant’s location near its resources,
which happened to be in the heart of
the jungle. Within the three-week
period the team had located the
source of the quality problem, cor-
rected it, and altered the reporting
documents and processes. The head
of the team, a quality engineer,
wrote a note to Mary’s manager stat-
ing the following: “Just wanted to
inform you of the superb job Mary
Jones did down in Costa Rica. Her
suggestions and insights into the
reporting system were invaluable.
Without her help we would have
been down there for another three-
weeks, and I was getting tired of the
mosquitos. Thanks for sending her.”

Universal Products, like most
companies, has a yearly perfor-
mance review system. Since Mary
had been with the company for a lit-
tle over one year, it was time for her
review. Mary entered her manager’s
office nervous, since this was her
first review ever and she didn’t know
what to expect. After closing the
door and exchanging the usual
pleasantries, her manager, Tom, got
right to the point.

Tom: Well, Mary, as I told you last
week this meeting would be for
your annual review. As you are
aware, your performance and
compensation are tied together.
Since the philosophy of the com-
pany is to reward those who per-
form, we take these reviews very
sincerely. I have spent a great deal
of time thinking about your per-
formance over the past year, but
before I begin I would like to
know your impressions of the
company, your assignments, and
me as a manager.

Mary: Honestly, Tom, I have no com-
plaints. The company and my job
is everything I was led to believe. I
enjoy working here. The staff are
all very helpful. I like the team
atmosphere, and my job is very
challenging. I really feel appreciat-
ed and that I’m making a contribu-
tion. You have been very helpful
and patient with me. You got me
involved right from the start and
listened to my opinions. You
taught me a lot and I’m very grate-
ful. All in all I’m happy being here.

Tom: Great, Mary, I was hoping
that’s the way you felt because
from my vantage point, most of
the people you worked with feel
the same. But before I give you
the qualitative side of the review,
allow me to go through the quanti-
tative appraisal first. As you know,
the rankings go from 1 (lowest) to
5 (highest). Let’s go down each
category and I’ll explain my rea-
soning for each.

Tom starts with category one
(Quantity of Work) and ends with
category ten (Teamwork). In each of
the categories, Tom has either given
Mary a five or a four. Indeed, only
two categories have a four and Tom
explains these are normal areas for
improvement for most employees.

Tom: As you can see, Mary, I was
very happy with your perfor-

mance. You have received the
highest rating I have ever given
any of my subordinates. Your atti-
tude, desire, and help are truly
appreciated. The other people on
the Costa Rican team gave you
glowing reports and speaking
with the plant manager, she felt
that you helped her understand
the reporting system better than
anyone else. Since your perfor-
mance has been stellar, I’m
delighted to give you a 10 percent
increase effective immediately!

Mary: (mouth agape, and eyes wide)
Tom, frankly I’m flabbergasted! I
don’t know what to say, but thank
you very much. I hope I can con-
tinue to do as fine a job as I have
this last year. Thanks once again.

After exchanging some depart-
ing remarks and some more thank
yous, Mary left Tom’s office with a
smile from ear to ear. She was float-
ing on air! Not only did she feel the
performance review process was
uplifting, but her review was out-
standing and so was her raise. She
knew from other employees that the
company was only giving out a 5 per-
cent average increase. She figured
that if she got that, or perhaps 6 or
7, she would be happy. But to get 10
percent . . . wow!! Imagine . . .

Sue: Hi, Mary! Lost in thought? My,
you look great. Looks like you got
some great news. What’s up?

Susan Stevens was a recent
hire, working for Tom. She had
graduated from Central University
also, but a year after Mary. Sue had
excelled while at Central, graduating
in the top 1 percent of her class. She
had laudatory letters of recommen-
dations from her professors and was
into many after school clubs and
activities.

Mary: Oh, hi Sue! Sorry, but I was
just thinking about Universal and
the opportunities here.
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Sue: Yes, it truly is . . .
Mary: Sue, I just came from my per-

formance review and let me tell
you, the process isn’t that bad. As
a matter of fact I found it quite
rewarding, if you get my drift. I
got a wonderful review, and can’t
wait till next year’s. What a great
company!

Sue: You can say that again! I could-
n’t believe them hiring me right
out of college at such a good
salary. Between you and me Mary
they started me at $45,000.
Imagine that? Wow, was I
impressed. I just couldn’t believe
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that they would . . . Where are
you going, Mary? Mary? What’s
that you say “It isn’t fair”? What
do you mean? Mary? Mary . . .

Review Questions

1. Indicate Mary’s attitudes before
and after meeting Sue. If there
was a change, why?

2. What do you think Mary will do
now? Later?

3. What motivation theory applies
best to this scenario? Explain.
■

cal constraints on travel, work per-
mits, type of assignments, and labor
market conditions.

Excessive cost of expatriations:
Because of the rising cost of expa-
triates, Amoco must use the talent
of local nationals to a greater
extent. Yet, in some countries after
the costs of social programs are
entered into the analysis, staffing
local nationals is not always neces-
sarily cheaper.

Culture and value differences of
global workforce: State-of-the-art
U.S. practices may not favor appli-
cants from non-U.S. cultures (e.g.,
targeted selection, individual reward
and appraisal systems) or may have
implementation problems.
Expatriation of female employees is
limited in some locations.

Increased pressures from for-
eign governments: Expectations
have changed; foreign governments
now demand that local nationals be
employed.

Increasing need to have a global
presence: In many cultures, a long
relationship must be developed, and
evidence of staying power must be
shown in order to get business; lack
of presence may affect future bids in
a country.

Ethics: Amoco’s values will not pre-
mit it to engage in bribing or violat-
ing U.S. laws when abroad, even if it
is the custom.

The number one competitive
pressure shaping human resource
activities is the changing competi-
tion of the oil industry. Increasingly,
Amoco’s competitors are foreign
companies, such as British
Petroleum and Royal Dutch Shell.
Since most investment for new busi-
ness will be spent overseas, it is
essential that Amoco’s human
resource systems adapt accordingly.
Management must also no longer

C A S E  7

Amoco’s Global Human 
Resource Systems
Developed by Ellen Ernst Kossek, Michigan State University

H
eadquartered in Chicago, Amoco, formerly Standard Oil of Indiana,
began as a sleepy Midwestern U.S. refining company. Historically, Amoco
has had a largely domestic focus in its human resources approach.
“International human resources” primarily meant the personnel policies

of U.S. expatriates—American citizens who work for Amoco abroad. Until sev-
eral decades ago, most of Amoco’s oil reserves were located in the United
States; consequently, management had grown up with the view that most of
the company’s growth would come from within U.S. borders. Today, however,
nearly 80 percent of new investment dollars are being targeted toward foreign
operations.

Source: This is an abridged version of a
case appearing in the Field Guide of E. E.
Kossek and S. Lobel, Managing Diversity:
Human Resource Strategies for
Transforming the Workplace (Oxford,
England, Blackwell, 1996).

Amoco mangement believes
that developing a global approach
necessitates transformation in atti-
tudes, organizational processes, and
human-resource systems. Drivers of
global mandates for change in HR
practices are as follows:

Global competition: Competitors
are increasingly outside the United

States (British Petroleum, Royal
Dutch Shell, ELF Acquitaine, BHP).

Major cash going overseas: Since
most oil reserves and markets with
most growth potential are now locat-
ed overseas, operations will increas-
ingly be done outside the United
States.

Economic shift: The United States
is no longer as dominant an econom-
ic base as it has been historically.

Global labor markets: A growing
pool of talent will be hired beyond
the U.S. labor market. There is also
a need to manage cultural and politi-



view the United States as the pre-
mier economic base.

Because of the need for a global
workforce, there will be significantly
greater demand to integrate local
nationals at all levels of an overseas
subsidiary. Contributing to this view
is the excessive cost of expatriations;
that is, the high cost of moving U.S.
employees abroad to run companies.
Because of these financial pres-
sures, Amoco must make greater
use of the talent of local nationals.
Yet, just hiring a great number of
local nationals for managerial posi-
tions will not necessarily help a com-
pany globalize successfully; the abili-
ty to balance the parent company’s
view with local needs is a critical
consideration. There is still a nag-
ging (and some might say well-
founded) fear in the minds of some
Amoco executives that they must
cautiously pick people who have alle-
giance to Amoco and not their local
country’s government. There is the
tendency to be lean and mean in
terms of placement of local nationals
in key positions in developing coun-
tries. As a protective staffing strate-
gy, even in developed countries, the
vast majority of critical jobs are held
by U.S. expatriates. In Norway, for
example, some managers complain
of a glass ceiling effect, a barrier
that keeps nationals from moving
into key positions. And the trend
seems to be spiraling downhill,
despite the fact that the country’s
operations are extremely successful,
are stable, and mix relatively well
with the United States. Even in
Northern European countries, cul-
tural differences remain that are bar-
riers to developing a global work-
force. Work and family values are
different in European countries com-
pared to the U.S. workaholic corpo-
rate norm. It is not uncommon to
see Norwegian male employees
leave at 3:30 in the afternoon to go
pick up their children from school, a

practice that is still rare for male
employees in the United States.
Some U.S. managers have felt that if
a lot of high-quality work needs to
be done quickly in a short amount of
time, U.S. managers are needed to
get it done.

Developing worldwide human
resource systems means analyzing
cultural biases in “leading edge”
practices developed with an Ameri-
can view. For example, targeted
selection, whereby an interviewer
asks questions that target the pres-
ence of key abilities found in suc-
cessful U.S. managers, may not
work well for individuals from coun-
tries that shun bragging excessively
about one’s strengths in an inter-
view. Similarly, total quality manage-
ment, which relies on self-empower-
ment, may require some modifica-
tion before being applied abroad in
cultures that value individualism
less.

Over time, the amount of U.S.
expatriation must decrease because
of de facto cost pressures. Increas-
ingly, a more cost-effective strategy
might be to rely on the U.S. work-
force more in the consultation role.
Greater utilization of local nationals
in running international operations
might also better blend local laws
and customs with Amoco’s practices.
Yet, typically, when planning new
ventures, the human resource 
plan is usually the last one put in
place.

There is also an increasing
need to have a presence in a coun-
try, in order to get a concession or a
government approval to begin ener-
gy exploration. In many cultures, a
long relationship must be developed
and evidence of staying power must
be shown to in order to get busi-
ness. The lack of presence may
affect future bids in a country. As
one employee commented, “We’re
very good at managing the technical
aspects of the exploration busi-

ness—for instance we have led the
industry in seismic techniques relat-
ed to secondary tertiary recovery,
but we’re not very good at managing
new cultures effectively to obtain
entry.” In Amoco’s defense, some
manager’s argue that, realistically,
Amoco may not know whether it will
be in a new country 6 more months
or 6 or more years. This uncertainty
is dependent on whether a discovery
is made, an endeavor that can fail 90
percent of the time. Some managers
contend that it makes more sense to
use talent from the United States
until a discovery is found. Yet a key
to developing marketing strength in
new markets is to open an office in a
country even before a discovery is
made. Typically, however, Amoco
will not open an office in a new
country until after a discovery is
made and concessions are given.
Because of this policy, Royal Dutch
Shell has a 10-month jump on
Amoco in Romania, since it was
there long before a concession was
made. Given the fact that the entitle-
ment and social programs in many
countries are very much more costly
than in the United States, a counter-
argument can be made that it does
make sense for a U.S. oil company
to move slowly when hiring foreign
employees. It would be extremely
expensive to close a firm and pay off
the former workers if no oil were
found. Because of these conditions,
contract employees are often used
heavily in the early stages of devel-
opment.

Still, many believe that it is not
possible for a company the size of
Amoco to open as many offices
worldwide as larger competitors,
such as Royal Dutch Shell or Exxon.
Rather, Amoco should focus its
efforts on opening offices early in
selected countries. Instead of using
its technical strengths after a discov-
ery is made to gain business, Amoco
should do a better job of making the
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world aware of its strength in apply-
ing technology well and leverage
this capability to get new contracts.

Increasing pressures to hire
locals are also being felt from for-
eign governments. Expectations
today have changed. Foreign gov-
ernments now demand greater
employment of local nationals. This
can be a problem in countries such
as Trinidad, where lifetime employ-
ment is the norm. It is very difficult
to be a low-cost operator when the
biggest part of the costs come early;
then, once the oil platforms are built
and the growth is underway, the
firm is left with a headcount that is
not flexible.

An additional pressure stems
from worldwide differences in
ethics. Amoco values will not permit
it to engage in bribing or violating
U.S. laws when abroad, even if it is
the custom and competitors are
doing so. Ethics also affect the
extent to which a multinational
chooses to use techniques that mini-
mize damage to the environment,
even if there are no foreign environ-
mental laws. Firms that are environ-
mentally cautious may face much
higher costs than their competitors.
Yet some managers believe that
Amoco’s ethics could be turned into
a competitive advantage to get new
business, because many of Amoco’s
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environmental approaches are lead-
ing edge. In Pakistan, for example,
the government would not allow the
import of beride, a chemical used in
the drilling of wells. Amoco spent an
extra quarter million dollars on its
wells in lining pits and putting up a
dustproof room for the lead, which
can be hazardous to the environ-
ment, if mixed. Similarly, in Burma,
where operations were in a jungle,
Amoco cut a very narrow path
around the area for the oil well and
then reforested. In the United
States, where environmental regula-
tions are considered to be the most
strict in the world, Amoco strives
not only to meet but to exceed envi-
ronmnental regulations. As one man-
ager states, “If you spend more now,
you’ll save a lot later, because you’ll
be ahead of regulatory changes.”
Some believe that doing a better job
marketing this record will increase
global opportunities.

Review Questions

1. What is a global organization?
2. What are the key business pres-

sures driving the globalization of
human resource systems?

3. What are some HR practices that
would help Amoco Production
manage these tensions? ■

For one manager of software pro-
jects (based in Los Angeles) who
oversees 11 people in a 50-person
office based in Dallas, the answer is
that telecommuting is very effective,
although not without drawbacks. Our
manager, a veteran of nine years of
telecommuting, is in constant con-
tact with her employees, software
technical writers, and quality 
analysts–testers, through E-mail, with
voice mailbox, phone, fax, and, at
least once a month, face-to-face visits
on site with each employee. One
room in her home is fully outfitted as
an office, one she can walk away from
as a means of separating her personal
and professional life. However, she is
always connected to those whom she
supervises. For example, on a week-
end, if an employee has gone in to
work, she can answer a question from
home by merely walking into her
home-based office.

To keep connected with her
employees on a physical level, our
manager meets individually with
each employee on a monthly basis in
Dallas. She spends an hour going
over the priorities they have listed as
activities for the month. Throughout
the month, the manager and the
employees are in constant contact.
Through both physical and electron-
ic communication our manager is
able to get to know her employees
well. As she has noted, meeting with
them in person allows her to “see”
them over the phone, judging their
psychological “space” by voice into-
nation when there is no physical
face to communicate with. Our man-
ager also interacts with other man-
agers and line personnel through
telecommuting. For example, she
negotiates over the phone what goes
into a product, the time line, the
product budget, and all other factors
necessary to managing a product
effectively.

While our manager likes
telecommuting and is able to man-
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I’m Not in Kansas Anymore
Developed by Anne C. Cowden, California State University, Sacramento

T
elecommuting is defined as work done at home or in a remote location
using technology as the link. Approximately 7.6 million people currently
telecommute. The decision whether to allow employees to telecommute is
controversial, owing to the number of managerial control questions raised

by people working and/or managing off site.



age effectively, there are both good
points and drawbacks. The advan-
tages include the freedom from com-
muting every day in full office dress,
the complexity and challenge to stay
well connected with employees, and
the time gained by staying at home.
The drawbacks can be the isolation
that some initially feel when not hav-
ing daily physical contact with oth-
ers. Another drawback may be
“workaholism” if one is unable to
separate life from one’s job. Burnout
can be a factor if one works all the
time.

If you are thinking of telecom-
muting, our manager would advise
the following: get a good headset for

talking on the phone; be prepared
for the initial feelings of isolation;
and keep in daily, close contact with
your employees.

Review Questions
1. Is telecommuting the wave of the

future, or does top management
lose too much control when peo-
ple are off site?

2. How would you like being a
telecommuter, as either a manag-
er or one being managed?

3. Do you think telecommuting is
effective for both the employee
and the organization? Why or
why not? ■

Mike. Diane was quiet and never
volunteered suggestions, but when
directly asked, she would come up
with high-quality ideas. Mike was
the clown. Christine remembered
that she had suggested that the
group should get together before
every class to discuss the day’s case.
Mike had balked, saying “No way!!
This is an 8:30 class, and I barely
make it on time anyway! Besides, I’ll
miss my ‘Happy Harry’ show on
television!” The group couldn’t help
but laugh at his indignation. Steve
was the businesslike individual,
always wanting to ensure that group
meetings were guided by an agenda
and noting the tangible results
achieved or not achieved at the end
of every meeting. Janet was the reli-
able one who would always have
more for the group than was expect-
ed of her. Christine saw herself as
meticulous and organized and as a
person who tried to give her best in
whatever she did.

It was now week five into the
semester, and Christine was deep in
thought about the OB assignment.
She had called everyone to arrange
a meeting for a time that would suit
them all but seemed to be running
into a roadblock. Mike couldn’t
make it, saying that he was working
that night as a member of the cam-
pus security force. In fact, he
seemed to miss most meetings and
would send in brief notes to
Christine, which she was supposed
to discuss for him at the group 
meetings. She wondered how to deal
with this. She also remembered the
incident last week. Just before class
started, Diane, Janet, Steve, and her-
self were joking with one another
before class. They were laughing
and enjoying themselves before
Sandra came in. No one noticed that
Mike had slipped in very quietly and
had unobtrusively taken his seat.

She recalled the cafeteria inci-
dent. Two weeks ago, she had gone
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The Forgotten Group 
Member
Developed by Franklin Ramsoomair, Wilfred Laurier University

T
he Organizational Behavior course for the semester appeared to promise
the opportunity to learn, enjoy, and practice some of the theories and prin-
ciples in the textbook and class discussions. Christine Spencer was a devot-
ed, hard-working student, who had been maintaining an A- average to date.

Although the skills and knowledge she had acquired through her courses were
important, she was also very concerned about her grades. She felt that grades
were paramount in giving her a competitive edge when looking for a job and,
as a third-year student, she realized that she’d soon be doing just that.

Sunday afternoon. Two o’clock.
Christine was working on an
accounting assignment but didn’t
seem to be able to concentrate. Her
courses were working out very well
this semester, all but the OB. Much
of the mark in that course was to be
applied to the quality of groupwork,
and so she felt somewhat out of con-
trol. She recollected the events of
the past five weeks. Professor
Sandra Thiel had divided the class
into groups of five people and had
given them a major group assign-
ment worth 30 percent of the final

grade. The task was to analyze a
seven-page case and to come up
with a written analysis. In addition,
Sandra had asked the groups to pre-
sent the case in class, with the idea
in mind that the rest of the class
members would be “members of the
Board of Directors of the company”
who would be listening to how the
manager and her team dealt with the
problem at hand.

Christine was elected “Team
Coordinator” at the first group meet-
ing. The other members of the
group were Diane, Janet, Steve, and
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to the cafeteria to grab something to
eat. She had rushed to her account-
ing class and had skipped breakfast.
When she got her club sandwich
and headed to the tables, she saw
her OB group and joined them. The
discussion was light and enjoyable
as it always was when they met
informally. Mike had come in. He’d
approached their table. “You guys
didn’t say you were having a group
meeting,” he blurted. Christine was
taken aback.

“We just happened to run into
each other. Why not join us?”

“Mike looked at them, with a
noncommittal glance. Yah . . . right,”
he muttered, and walked away.

Sandra Thiel had frequently
told them that if there were prob-
lems in the group, the members
should make an effort to deal with
them first. If the problems could not
be resolved, she had said that they
should come to her. Mike seemed so
distant, despite the apparent cama-
raderie of the first meeting.

An hour had passed, bringing
the time to 3 P.M., and Christine
found herself biting the tip of her
pencil. The written case analysis was
due next week. All the others had
done their designated sections, but
Mike had just handed in some
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rough handwritten notes. He had
called Christine the week before,
telling her that in addition to his
course and his job, he was having
problems with his girlfriend.
Christine empathized with him. Yet,
this was a group project! Besides,
the final mark would be peer evalu-
ated. This meant that whatever mark
Sandra gave them could be lowered
or raised, depending on the group’s
opinion about the value of the contri-
bution of each member. She was def-
initely worried. She knew that Mike
had creative ideas that could help to
raise the overall mark. She was also
concerned for him. As she listened
to the music in the background, she
wondered what she should do.

Review Questions
1. How could an understanding of

the stages of group development
assist Christine in leadership situ-
ations such as this one?

2. What should Christine under-
stand about individual member-
ship in groups in order to build
group processes that are support-
ive of her work group’s perfor-
mance?

3. Is Christine an effective group
leader in this case? Why or why
not. ■

Association for Stock Car Auto
Racing (NASCAR). The NASCAR
Winston Cup Series—its premier
league with 34 events at 22 U.S.
tracks—kicks off February 7 at
Daytona International Speedway and
runs through November 21 with the
NAPA 500 at Atlanta Motor
Speedway in Atlanta.1

NASCAR 

The Daytona, Florida-based France
family owns NASCAR, making it the
only family-owned professional
league in the United States. In 1998,
NASCAR attracted 11 million fans to
race tracks and another 252 million
to watch races on television.2

Attendance at NASCAR races has
jumped 80 percent since 1990 and
the league’s television ratings placed
second in 1998 behind the NFL in
sports programming. Drivers are
involved in seven cable network
shows and three syndicated radio
shows each week. NASCAR’s official
Web site, at www.nascar.com, is
ranked among the five most popular
sites on the Internet, receiving 35
million hits each week.3

Celebrating its 50th anniversary
in 1998, NASCAR has become a mar-
keting powerhouse, with races, mer-
chandise, collectibles, apparel, and
co-marketing tie-ins. The Coca-Cola
Co. placed images of NASCAR rac-
ing teams and drivers on 30 million
soda bottles in 1998. It was the
biggest promotion the soft drink
company had ever done and, the
company said that it sold more bot-
tles than its annual favorite starring
Santa Claus. NASCAR-licensed prod-
ucts generated more than $900 mil-
lion in sales in 1998, up from $80 mil-
lion in 1990, for licensees in 150 cate-
gories, including apparel, gifts,
accessories, toys and collectibles.4

The race cars themselves have
been described by some as “200
mile-per-hour billboards.” As an
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NASCAR’s Racing Teams
Developed by David S. Chappell, Ohio University

W
hen asked to name the fastest growing American team sport, most
people respond with basketball, baseball, football, or soccer. However,
that distinction, based on total spectator audience, goes to stock car
racing. The largest stock car racing group in the world is the National

*Note: The blue underscored words/phrases in this case indicate Internet links provid-
ed in the online version. See the Organizational Behavior, Seventh Edition Web Site at
http://www.wiley.com/college/schermerhorn.



organized sport, NASCAR is unique
in that its drivers are treated like
independent contractors rather than
employees. As such, they must
behave in addition to seeking their
own sponsors to finance their race
teams.5 Traditional NASCAR spon-
sors, including RJR Nabisco,
Pennzoil-Quaker State, and General
Motors have been joined by relative
newcomers such as M&M/Mars,
Lowe’s, and Procter and Gamble. “If
you look at where NASCAR was in
1993 and where it is today, you see
it’s a completely different sport,”
states Dave Elgena, senior executive
vice president in charge of motor-
sports for MBNA. “Today you see
lots of big corporations involved that
wouldn’t have been here six years
ago.”6

With a history of great drivers,
including Richard Petty, Cale
Yarborough, and Davey Pearson, a
new crop of young drivers is excit-
ing spectators. Compared to the
“good-old-boys” who dominated the
racing circuit for years, the new crop
is younger and more sophisticated.
One of the most successful young
drivers in the league is Jeff Gordon,
racing for Hendrick Motorsport’s
#24 Dupont Automotive Finishes.  

Jeff Gordon—Racing
Sensation 

Jeff Gordon, on the Winston Cup
racing scene since 1993, has been a
sensation ever since he started rac-
ing go-carts and quarter-midget cars
at the age of 5. In 1979 and 1981, he
was the quarter-midget national
champion, and in 1990 he won the
1990 USAC midget championship.7

He has captured the imagination of
race fans around the world, becom-
ing the youngest driver ever to win
three NASCAR Winston Cup overall
championships and has over 40 
individual race wins in a four-year
span.  

Gordon, 27, says his strong fam-
ily upbringing in California and
Indiana and his marriage to former
Miss Winston beauty queen Brooke
Sealy have made it easy. “There’s no
question Jeff has helped take our
sport to the next level as far as
image,” said Ned Jarrett, a CBS 
analyst and two-time NASCAR cham-
pion during the 1960s. “He’s helped
raise the level of competition and
also helped get the sport places 
it’s never been before.”8 The ques-
tion becomes, what does Gordon
have that others have trouble 
imitating?

As the driver of a successful
race car, Gordon represents the
most visible part of an incredibly
complex team of individuals—all
with a contribution to make on race-
day. “To build a winning team, you
need three major ingredients—peo-
ple, equipment and money,” states
Don Hawk, president of Dale
Earnhardt Inc. “You can’t do it with
only one, not even with two, you
need all three. Look at Gordon, his
team has crew chief Ray Evernham
and the Rainbow Warriors pit
crew—their multicolored uniforms
match Gordon’s multicolored car,
the best in the garage area, they
have the fastest and most reliable
Chevrolet on the track, and they
have great finances from DuPont.
You couldn’t do what they’ve done
with just a great driver, just a great
car, or an open pocketbook. You
must have all the elements meshing.
I liken a winning racing team to a
Rubik’s Cube. All the pieces must fit,
and be in the proper place.”9

The High Performance
TEAM 

“Success is a ruthless competitor, for
it flatters and nourishes our weak-
ness and lulls us into complacency.”

The quote above is found in the
shop of Gordon’s crew chief, Ray

Evernham, recognized by many in
NASCAR as the premier crew chief
in the business. While Gordon rep-
resents the star attraction, many
believe that it’s Evernham who pulls
the whole act together. He is respon-
sible for a group of over 120 techni-
cians and mechanics and an annual
budget estimated between $10 and
$12 million. And he has strong opin-
ions as to what it takes to consistent-
ly finish first: painstaking prepara-
tion, egoless teamwork, and thor-
oughly original strategizing—princi-
ples that apply to any high perfor-
mance organization.10

You win as a team. Evernham
believes that teams need to experi-
ment with new methods and
processes. When he assembled his
Rainbow Warriers pit crew, none of
them had Winston Cup experience
and none worked on the car in any
other capacity. With the use of a pit
crew coach, the Rainbow Warriers
provide Gordon with approximately
one-second advantage with each pit
stop, which at a speed of 200 miles-
per-hour, equates into 300 feet of
race track.

When you coach and support a superstar
like Jeff Gordon, you give him the best
equipment possible, you give him the
information he needs, and then you get
out of the way. But racing is a team sport.
Everyone who races pretty much has the
same car and the same equipment. What
sets us apart is our people. I like to talk
about our “team IQ”—because none of
us is as smart as all of us.  

I think a lot about people, manage-
ment, and psychology: Specifically, how
can I motivate my guys and make them
gel as a team? I surround them with
ideas about teamwork. I read every lead-
ership book I can get my hands on. One
thing that I took from my reading is the
idea of a “circle of strength.” When the
Rainbow Warriors meet, we always put
our chairs in a circle. That’s a way of say-
ing that we’re stronger as a team than we
are on our own.11

Evernham backs up this belief in
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team by emphasizing team perfor-
mance over individual performance.
When the car wins a race, everyone
shares in the prize money. In addi-
tion, when Evernham earns money
through personal-service activities
such as speaking tours and auto-
graph signings, he shares what he
earns with the team. “I wouldn’t be
in a position to earn that income if it
weren’t for the team. Everyone
should feel as if his signature is on
the finished product.”12

The teamwork during a race
can even include adversaries—as in
other drivers. In an effort to make
races competitive for fans, NASCAR
uses several methods to make the
cars approximately even in perfor-
mance, thereby enhancing the com-
petitive environment for the audi-
ence. To get ahead, racers depend
on their friends in the form of cars
that help aerodynamically “sling-
shot” them ahead of the pack. This
may take the form of teammates
(Wally Dallenbach and Terry
Labonte for Hendrick Motorsports)
or opponents.  

Push for perfection but
accept imperfection. High perfor-
mance teams are constantly improv-
ing, even in small ways. Evernham
makes use of every opportunity to
learn something new. If the car is
running well, Evernham asks
Gordon to find something wrong
with it. “We always try to make the
car perfect. But the car doesn’t have
to be perfect to win; it just has to be
less imperfect than everyone else’s
car.”13

Don’t strutt your stuff. In the
past, most crews concentrated on
the car and relied on horsepower
and driving talent to win the race.
Evernham takes a larger view that
keeps the egos in check: 

There aren’t many secrets in the
Winston Cup, so you’ve got to protect as
much information as you can. We want to
have the fastest car on the track, but we
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don’t want everybody else to know how
fast we are. We don’t show our hand until
it’s time to race or to qualify. 

We also try to mix things up on race
day. We don’t want to fall into patterns or
to tip off the competition about our next
pit stop. Since everybody can hear us on
the scanners, we might use a code word
to signal whether we’re changing two
tires or four. Sometimes, when the car is
running well, Jeff might get on the radio
and complain to me that the steering’s
tight, even though he’s about to pass
another driver. And that driver’s crew
chief will fall for it: “Yeah, Gordon can’t
pass you right now, because he’s tight.”
The driver will leave a little opening
and—boom—we’re past him.14

To win the race, drive by dif-
ferent rules. Evernham attacks
each race as different from the last.
He is constantly looking for even the
smallest advantage that can give his
race car and driver the edge. The
team practices passing cars in un-
suspected areas of the track, when
their competitors least expect it.15

High performance teams do not
happen by chance; rather, they are
the result of good recruiting and
meticulous attention to learning
every detail of the job. With 10 wins
in 1997 and 13 wins in 1998, the
Gordon recipe for success has
resulted in three Winston Cup
Series Championships. Jeff Gordon
wins approximately one of every
four races he starts, a pace un-
matched in modern times. The ques-
tion remains, can anyone catch him? 

Review Questions 

1. Evaluate Jeff Gordon’s race team
on dimensions discussed under
the author’s conversation on
characteristics of high perfor-
mance teams. 

2. Discuss Jeff Gordon’s race team
on dimensions discussed under
the author’s conversation on
methods to increase group cohe-
siveness. 

3. Compare Gordon’s race team on
the methods of team building.
Which one most applies to this
situation? 
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First Community Financial
Developed by Mark Osborn, Arizona Chamber of Commerce

F
irst Community Financial is a small business lender that specializes in
asset-based lending and factoring for a primarily small-business clientele.
First Community’s business is generated by high-growth companies in
diverse industries, whose capital needs will not be met by traditional 

banking institutions. First Community Financial will lend in amounts up to $1
million, so its focus is on small business. Since many of the loans that it
administers are viewed by many banks as high-risk loans, it is important that
the sales staff and loan processors have a solid working relationship. Since the
loans and factoring deals that First Community finances are risky, the interest
that it charges is at prime plus six percent or sometimes higher.

First Community is a credible
player in the market because of its
history and the human resource
policies of the company. The compa-
ny invests in its employees and
works to assure that turnover is low.
The goal of this strategy is to devel-
op a consistent, professional team
that has more expertise than its
competitors.

Whereas Jim Adamany, presi-
dent and CEO, has a strong history
in the industry and is a recognized
expert in asset-based lending and
factoring, First Community has one
of the youngest staff and manage-
ment teams in the finance industry.
In the banking industry, promotions
are slow coming, because many
banks employ conservative person-
nel programs. First Community,
however, has recruited young, ambi-
tious people who are specifically
looking to grow with the company.
As the company grows, so will the
responsibility and rewards for these
young executives. In his early thir-
ties, for example, Matt Vincent is a
vice president; at only 28, Brian
Zcray, is director of marketing.

Since First Community has a
diverse product line, it must com-
pete in distinct markets. Its factoring
products compete with small special-
ized factoring companies. Factoring

is a way for businesses to improve
their cash flow by selling their
invoices at a discount. Factoring
clients are traditionally the smallest
clients finance companies must
serve. Education about the nature of
the product is crucial if the company
is to be successful since this often is
a new approach to financing for
many companies. First Community’s
sales staff is well trained at under-
standing its product lines and acts as
the client’s representative as they
work through the approval process.

To assure the loans or factoring
deals fit within the risk profile of the
company, First Community must ask
many complex financial questions.
Many small businesses are intimi-
dated by credit officers, so First
Community handles all of these
inquiries through the business
development officers. The business
development officers, in turn, must
understand the needs of their credit
officers, who are attempting to mini-
mize risk to the company while
maintaining a friendly rapport with
the client. By centralizing the client
contract through educated sales rep-
resentatives, First Community is
able to ask the hard financial ques-
tions and still keep the clients inter-
ested in the process. A potential cus-
tomer can easily be discouraged by

a creditor administrator’s strong
questioning about financial back-
ground. Utilizing the business devel-
opment officers as an intermediary
reduces the fear of many applicants
about the credit approval process.
Thus, a sales focus is maintained
throughout the recruitment and loan
application process.

Internally at First Community
Financial there is a continual pres-
sure between the business develop-
ment staff and the credit committee.
The business development staff is
focused on bringing in new clients.
Their compensation in a large part is
dependent on how many deals they
can execute for the company. Like
sales staff in any industry, they are
aggressive and always look for new
markets for business. The sales staff
sells products from both the finance
department and the factoring depart-
ment, so they must interact with
credit officers from each division. In
each of these groups are credit
administrators specifically responsi-
ble for ensuring that potential deals
meet the lending criteria of the orga-
nization. While the business devel-
opment officer’s orientation is to
bring in more and more deals, the
credit administrator’s primary goal
is to limit bad loans.

The pressure develops when
business development officers bring
in potential loans that are rejected
by the credit administrators. Since
the business development officers
have some experience understand-
ing the credit risks of their clients,
they often understand the policy rea-
soning for denying or approving a
loan. The business development offi-
cers have additional concerns that
their loans that have potential to be
financed are approved because
many of the referral sources of the
sales staff will only refer deals to
companies who are lending. If First
Community fails to help many of a
bank’s referral clients, that source of
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business may dry up, as bankers
refer deals to other lending institu-
tions.

These structural differences are
handled by focused attempts at
improving communication. As noted
before, the First Community staff
experiences an extremely low
turnover rate. This allows for the
development of a cohesive team.
With a cohesive staff, the opportuni-
ty to maintain frank and open com-
munication helps bridge the differ-
ent orientations of the sales staff and
the administration divisions. A sim-
ple philosophy that the opinions of
all staff are to be respected is contin-
ually implemented.

Since approving a loan is often a
policy decision, the sales staff and
the loan administrators can have an
open forum to discuss whether a
loan will be approved. CEO Jim
Adamany approves all loans, but
since he values the opinions of all of
his staff he provides them all an
opportunity to communicate. Issues
such as the loan history for an appli-
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cant’s industry, current bank loan
policies, and other factors can be
openly discussed from multiple per-
spectives.

Review Questions

1. What coordinative mechanisms
does First Community use to
manage the potential conflict
between its sales and
finance/auditing functions?

2. What qualities should First
Community emphasize in hiring
new staff to ensure that its func-
tional organizational structure
will not yield too many problems?

3. What are the key types of infor-
mation transfer that First
Community needs to emphasize,
and how is this transmitted
throughout the firm?

4. Why might a small finance com-
pany have such a simple struc-
ture while a larger firm might
find this structure inappropriate?
■

C A S E  1 2

Mission Management 
and Trust
Developed by Mark Osborn, Arizona Chamber of Commerce

W
ith more than 500 business and political leaders in attendance from
across the state of Arizona, CEO Carmen Bermudez of Mission
Management and Trust accepted the prestigious ATHENA Award. The
ATHENA, which is presented by the Arizona Chamber of Commerce, is

annually awarded to companies that have a demonstrated track record in pro-
moting women’s issues within their company and the community. The 50-pound
bronze statute that was presented to Mission Management and Trust was par-
ticularly special for the company’s leadership because it was a tangible demon-
stration of their commitment to the community and to women’s issues.

Mission Management and Trust
is a small newly formed company of
just eight employees that has
already made great headway in an

industry that is dominated by giant
corporations. Mission Management
and Trust opened its doors just two
years ago, and it already manages

over $45 million in assets. What
makes Mission’s development even
more impressive is that Mission is
the first minority- and women-owned
trust company in the nation.

The trust management industry
provides services to individuals, orga-
nizations, and companies who want
their assets managed and protected
by specialized outside firms. Mission
management provides personal ser-
vice to its customers at a level of
sophistication that is unusual for a
firm of its small size. Understanding
that the trust management business
is highly competitive, Mission devel-
oped a unique strategy that highlight-
ed socially conscious policies com-
bined with good business relations.

When the company was formed
in 1994, it was created with more
than the goal of just making a profit.
Founder Carmen Bermudas started
Mission with three principal goals in
mind. “1. To run a top quality trust
company; 2. To promote within the
company and, by example, increase
opportunities for women and minori-
ties; and 3. To donate a portion of all
revenue to charitable projects sup-
ported by clients and staff.” As these
statements demonstrate, Mission
Management and Trust was created
with a specific purpose in mind that
was focused not just on the business
of trust management but on the
responsibility of being a good corpo-
rate citizen.

Even with these lofty goals,
Mission faced the problem of finding
clients who not only wanted quality
services but were not hindered by
some of the potential sacrifices a
socially conscious investment com-
pany might make. Many investors
want a high rate of return for their
trusts, and social policy is of a much
lesser concern. This was not the
market Mission wanted to address,
so it had to be selective in develop-
ing a client base.

Mission needed to find clients



that fit its social philosophy about
investing and corporate responsibili-
ty. The ideal customers would be
individuals and organizations that
were committed to socially conscious
policies and wanted an investment
strategy that reflected this commit-
ment. Mission found a perfect niche
in the market with religious institu-
tions. Churches and other civic orga-
nizations across the nation have
trusts that they use to fund special
projects and maintain operating
expenses. They need effective ser-
vice, but in many cases these organi-
zations must be mindful of investing
in companies and other projects that
do not refelct their ideals. For exam-
ple, a trust company that invests in
companies in the highly profitable
liquor and cigarette industries would
not be consistent with the philoso-
phy of many religious organizations.
Mission services this niche by devel-
oping an organization that is struc-
turally designed to make socially
conscious decisions.

Mission has already begun to
meet one of its principal goals, which
is to donate a portion of its profits to
charities. By the end of 1994,
Mission had already donated $4500
to causes ranging from Catholic
Community Services to the Jewish
Community Center scholarship pro-
gram. These donations not only ful-
fill a goal of the organization but
assist in the socially conscious client
recruitment. Mission’s target client
base will find Mission a much more
attractive trust company because of
its charity programs. A religious
organization can be comforted with
the reality that some of the dollars it
spends on trust management will be
recycled into the causes it promotes
itself. The mission policy makes
good social policy, but it also makes
good marketing sense. Under-
standing your clients is crucial to
developing a small business, and
Mission has mastered this principle.

Mission makes the most of its
commitment to charitable causes by
keeping its clients informed about
the trust’s activities and, more
importantly, its community activities.
The Mission Bell, a regular publica-
tion of Mission Management and
Trust, details news and issues about
the trust industry, company activi-
ties, and, most importantly, how
Mission’s social responsibility phi-
losophy is being implemented. The
name Mission Bell is more consis-
tent with a religious publication than
a corporate investing sheet, but it is
consistent with its clients’ needs.
The name of the publication and its
content clarifies Mission’s role and
purpose. For example, the Mission
Bell Summer Issue presented articles
on new hires, breaking investment
news, and an article about how
Mission is working with other
groups to support socially responsi-
ble corporate investing. Thus, the
Mission philosophy is clearly
defined in its marketing and commu-
nication strategies.

To be consistent with the goals
of the organizations, Carmen
Bremudez collected a small staff of
highly experienced individuals
whose backgrounds and principles
fit Mission’s ideals. She frequently
comments that the best business
decision she ever made was “giving
preference to intelligent, talented,
compatible people whose main
attribute was extensive experience.”
Mission employees are not just
experts in the field of finance but
leaders in their communities. These
dual qualifications fulfill three impor-
tant requirements that are crucial
for the company’s success. With
community involvement comes an
appreciation of the investment sensi-
tivities that are required by the orga-
nizations that Mission services.
Second, individuals who are involved
in the community have well-devel-
oped contacts that can be useful in

business recruitment. Finally, social-
ly active employees are committed
to the purpose of the organization
and help unify the corporate culture
within Mission.

Claire B. Moore, vice president
of Mission Management and Trust,
is a perfect example of how a corpo-
rate philosophy has been translated
into practical personnel decisions.
Claire was recruited because she
had extensive banking experience,
as demonstrated by her vice presi-
dent position in Bank of America
(Arizona). Her professional qualifi-
cations are augmented by her
extensive involvement in the com-
munity, which includes the
University of Arizona Foundation
Planned Giving Council, Tucson
Symphony, and the Junior League,
to name a few.

The Mission case is a clear
example of how matching a philoso-
phy with a market can bear solid
results. Mission’s commitment to its
ideals is evident and reflected in all
of their business practices. When
human resources, investing, market-
ing, and strategic planning decisions
are made with unified goals in mind,
the chances are good that a strong
successful corporate culture will
develop.

Review Questions

1. How do the mission elements of
Mission Management differ from
most firms?

2. Does donating to charity before
the firm is fully established mean
that Mission is not demonstrating
financial prudence?

3. Could Mission’s unique mission
contribute to effective coordina-
tion as well as adjustment to the
market?

4. Would Mission’s unique mission
still yield success with more tra-
ditional investors? ■
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C A S E 1 3

Motorola: Is a High 
Performance Culture 
Enough? 
Developed by David S. Chappell, Ohio University

M
otorola Inc., world famous for its Six Sigma quality control program,
was an early success story in the computer/electronics age. Motorola
moved from being a decentralized but integrated, narrowly focused
electronics firm at $3 billion in 1980 to being a decentralized and dis-

integrated broad portfolio firm at $27 billion in 1997.1 Motorola is one of the
world’s leading providers of wireless communications, semiconductors, elec-
tronic systems, components, and services. Its cellular phone and pager prod-
ucts were identified among the very best in the early 1990s. However,
increased competition, the Asian economic crisis, and its failure to fully
embrace the digital revolution have severely tarnished its operating results
and image. Can Motorola return to its high performance ways? 

The Evolution of Motorola 

Motorola Inc. was founded by Paul
V. Galvin in 1928, as the Galvin
Manufacturing Corporation.
Motorola’s long history of techno-
logical innovation began in the 1930s
with the first car radio. Under the
brand name “Motorola,” suggesting
“sound in motion” the company
name was changed to Motorola, Inc.
in 1947.2 Being the sound of innova-
tion, it was Motorola’s goal to pro-
vide products that would give people
the time and freedom to explore
new worlds and handle daily tasks in
the most efficient way. 

Motorola represents a large
number of firsts, including the first
rectangular television picture tube,
first practical car radio, pagers, and
more. In 1988, Motorola won the
first Malcolm Baldridge National
Quality Award in recognition of qual-
ity in American business. This is the

commitment to seeking and develop-
ing a broad base of knowledgeable,
highly trained employees, evident
through their innovative training
programs, through the establish-
ment of Motorola University, and
through the offering of expansive
benefit plans to all associates. 

The Importance of
Organizational Culture to
Motorola 

In the early 1990s, Motorola was rec-
ognized as a true high performance
organization with its innovations and
socially responsible corporate atti-
tude. Indeed, its organizational cul-
ture is identified as a source of com-
petitive advantage for the firm.
Working in quality teams, members
strive to provide the highest level of
customer satisfaction, measuring
defects in incidents per billion.
Motorola earmarks more than $100
million a year for training, with
everyone in the organization, howev-
er humble, spending at least a week
a year back in the classroom at
Motorola University, courtesy of the
company.3

Motorola lists its fundamental
objective as total customer satisfac-
tion: “To serve every customer bet-
ter than our competitors do with
products and services of excellent
value and quality, and thereby earn
continued enthusiastic trust and sup-
port.”4 It wishes to accomplish this
objective with respect for the individ-
ual, a statement it makes clear in its
shared beliefs. 

People 
To treat each employee with dignity, as an
individual; to maintain an open atmo-
sphere where direct communication with
employees affords the opportunity to con-
tribute to the maximum of their potential
and fosters unity of purpose with
Motorola; to provide personal opportuni-
ties for training and development to
ensure the most capable and most effec-
tive work force; to respect senior service;

same year that George Fisher (now
president of Kodak) became presi-
dent of the firm; he is credited by
many with bringing Motorola into
the cellular age.  

Beginning in 1987, Motorola
began the design of IRIDIUM. The
system is a satellite-based, wireless
communications network. It consists
of 66 interconnected, low-orbiting
satellites that deliver voice, data, fax
and paging through a hand-held
phone. The system will simplify
communications for business profes-
sionals, travelers, residents and
other users, permitting them to
reach any destination on Earth.
Along with Motorola, Sprint and
Iridium Canada are contributing to
the development of IRIDIUM sys-
tem to the North American conti-
nent. The development of IRIDIUM
will provide customers with high-
quality service at a reasonable rate. 

As Motorola continued to
expand its worldwide presence in
the global marketplace through
products and services, the need for
talented personnel to uphold these
established standards has increased.
In recognition of this essentiality,
Motorola has demonstrated a high

*Note: The blue underscored
words/phrases in this case indicate
Internet links provided in the on-line ver-
sion. See the Organizational Behavior,
Seventh Edition Web Site at
http://www.wiley.com/college/scher-
merhorn.



to compensate fairly by salary, benefits
and, where possible, incentives; to pro-
mote on the basis of capability; and to
practice the commonly accepted policies of
equal opportunity and affirmative action. 

Integrity and Ethics 
To maintain the highest standards of
honesty, integrity and ethics in all
aspects of our business—with cus-
tomers, suppliers, employees, govern-
ments and society at large—and to com-
ply with the laws of each country and
community in which we operate.5

From a proponent of leadership
training to a leader in quality control
processes, Motorola has created an
internal climate that fosters high
standards and a high performance
culture. The firm depends on Total
Customer Satisfaction Teams (TCS)
to ensure the firm’s commitment to
quality. These teams are now made
up of almost 30 percent of
Motorola’s 150,000 employees, and a
goal of 10 times reduction of defects
every two years puts pressure on
them to constantly devise new ways
to develop and deliver their products
and services. 

Motorola views itself as family
and encourages employees to bal-
ance their work and family responsi-
bilities. They support onsite child
care centers and fund a wellness
program for all employees.  

Authors John Kotter and James
Hesket’s study on corporate culture
shows that: 

1. Corporate culture can have a sig-
nificant impact on a firm’s long-
term economic performance.

2. Corporate culture will probably
be an even more important factor
in determining the success or
failure of firms in the next
decade.

3. Corporate cultures that inhibit
strong long-term financial perfor-
mance are not rare; they develop
easily, even in firms that are full
of reasonable and intelligent 
people.

4. Although tough to change, corpo-
rate cultures can be made more
performance enhancing.6

Organizational culture can be a two-
edged sword, however. Strong cul-
tures may contribute to high perfor-
mance for extended periods of time
but may actually result in an inability
to adjust when conditions change.
It’s important to foster a balance
between stability and flexibility for
change, an objective that is difficult
to maintain. For many firms, success
in the short term causes problems
with inflexibility to changing situa-
tions in the long term. 

So What Went Wrong? 

In early June 1998, Motorola CEO
Chris Galvin announced that the
company would take a $1.95 billion
charge and lay off 15,000 employees.
Motorola’s semiconductor business,
which grew 23 percent in 1995,
slowed to a 1 percent growth rate
early in 1998. In recent years
Motorola’s stock has dropped 40
points, to a low of $50 in 1998, and
its share of the U.S. cellular phone
market has plummeted to 41 percent
from 54 percent. “It’s kind of
depressing,” moans one money man-
ager. “It’s not as though people
weren’t barking and screaming to
management about what was going
wrong.”7

Maggie Wilderotter, a former
top executive with AT&T Wireless
Services and its predecessor,
McCaw Cellular, lends insight into
Motorola’s troubles. In the early
1990s, 85 percent of the cell phones
McCaw sold to subscribers were
made by Motorola, whose flip
phones, the most advanced at the
time, were in hot demand. Around
that time McCaw decided that the
future of cellular was digital, and
over the next few years Wilderotter
met repeatedly with managers at
Motorola’s Schaumberg, Illinois,

headquarters and in her Seattle
office, urging them to develop a digi-
tal phone. Motorola said it would
work on it. So in the beginning of
1996, not long after AT&T Wireless
had rolled out its digital network,
Motorola unveiled its StarTAC
phone: light, beautiful—and analog.
AT&T had no choice but to turn to
cellular phone manufacturers Nokia
and Ericsson for digital handsets. By
the end of 1997, fewer than 40 per-
cent of AT&T Wireless’ cell phones
were Motorolas. 

“It was bizarre,” says
Wilderotter, now CEO of Wink
Communications, an interactive-TV
company. “We were very forthright
with what we wanted. I don’t know if
they didn’t listen or they thought it
wasn’t going to happen. It is absolute-
ly amazing to me that they lost their
way.”8 In 1998, Nokia replaced
Motorola as the leading supplier of
mobile handsets, a position Motorola
had held since the mobile phone
industry began. Nokia sold 37.4 mil-
lion units (an 81.5 percent increase
from the previous year), representing
a 22.9 percent market share com-
pared to Motorola’s 32.3 million units
(only a 27.6 percent increase in vol-
ume), representing a 19.8 percent
share.9

Much of Nokia’s success is
based on its digital technology,
which accounted for 84.6 percent of
the 163 million phones sold world-
wide in 1998. Motorola remains the
world leader in the declining analog
handset sector, perhaps because of
its presence in the U.S. market
where digital has been slower to
take off. Even with Motorola’s intro-
duction of a digital alternative to its
popular StarTAC model, it retails for
$500, compared to Nokia’s 6100 at
$200 and twice the battery life.10

Inspection of the company’s
IRIDIUM satellite system uncov-
ers other weaknesses. The system
eliminates “dead cells” by provid-
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ing complete global coverage for
cellular services. However, it
comes with a price. The Motorola
9500 phone costs around $3000,
and calls are priced anywhere
from $1.75 to $7 a minute. The
phone is bulky — about the size
and weight of cell phones 10 years
ago — with a thick, black antenna.
In addition, the system needs an
unobstructed view of the sky, with
tall buildings and even dense
foliage blocking transmissions.11

With AT&T and others offering
near unlimited long distance cellu-
lar service in the U.S. for under
$90 per month, does the Motorola
system make sense for anyone 
but the most remotely located
employee? 

Some of Motorola’s problems
are external, including a drop in
semiconductor sales due to the
Asian economic crisis, increased
competition in cellular products, and
a decline in pager sales. Motorola is
attempting to restructure its opera-
tions in combination with cost-cut-
ting measures. However, its situation
illuminates the need for a culture
that is both strong and responsive to
external factors. In the quickly
changing high-technology field,
companies are forced to make diffi-
cult and costly choices among com-
peting technologies.  

Another concern for many is the
presence of Chris Galvin, 48, as chief
executive since January 1997. Unlike
his predecessors, Chris has no engi-
neering background; he studied mar-
keting at Northwestern and rose
through the sales side of the busi-
ness. He intends to break down inter-
nal rivalries within the company and
to create links between Motorola and
other technology companies.12 The
question remains: Can Motorola
regain its dominant market position
without painful adjustments to its
organizational culture? And can Chris
Galvin lead them into a new era? 

..................................... THE OB SKILLS WORKBOOK 289

Review Questions 

1. Discuss Motorola’s relative suc-
cess at the two functions/compo-
nents of organizational culture
discussed by the author.

2. Compare the various levels
(observable, shared values, and
common assumptions) of corpo-
rate culture at Motorola.

3. Discuss the various options man-
agers might use in attempting to
change the culture at Motorola.
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C A S E 1 4

Perot Systems: Can a 
High Performance Company 
Have a Human Side?  

A
lthough computers have been around for decades, only in the 1990s has
their full application potential been realized by companies around the
world. Leading the way are internationally recognized Information
Technology (IT) service firms, including IBM, Electronic Data Systems

(EDS), consulting firms such as Andersen Consulting, Computer Sciences, and
Cap Gemini. The U.S. Department of Commerce tabulated 1997 sales in the
consulting, systems integration, and project management computer services
industry at $90 billion.1 A relatively recent but important entrant into this field
is Perot Systems, which began in 1988 by Ross Perot. As the sixth largest IT
firm in the world, can Perot Systems provide solutions for the elusive goal of
fully integrated management systems in large, global organizations?  

*Note: The blue underscored words/phrases in this case indicate Internet links provid-
ed in the online version. See the Organizational Behavior, Seventh Edition Web Site at
http://www.wiley.com/college/schermerhorn.



A Rich History

Ross Perot is one of the true mas-
ters of the American economic free
enterprise system. Born in
Texarkana, Texas on June 27, 1930,
he has led a life filled with one sig-
nificant achievement after another.
Having lived his whole childhood in
Texarkana, he entered the U.S.
Naval Academy in 1949, where he
served as class president and battal-
ion commander, an experience that
even to this day motivates him to
hire many of his top company offi-
cers from ex-military personnel.   

Upon his discharge from the
navy, Ross married and began work-
ing for IBM’s data processing divi-
sion as a salesman. In 1962, with
$1000, he started a one-man data
processing company which he called
Electronic Data Systems. Drawing
on his experience in the military, in
addition to recruiting a large num-
ber of ex-military personnel, Perot
was able to build his firm into the
premier data processing company in
the U.S.

In 1984, EDS was sold to
General Motors for $2.5 billion. GM
wanted to greatly increase its use of
technology in its manufacturing
process and viewed its EDS pur-
chase as an effective way of meeting
this goal. As a result of the pur-
chase, Ross Perot became one of the
single largest holders of General
Motors and a director in the com-
pany. However, Perot had great diffi-
culty adjusting to GM’s bureaucratic,
autocratic management style, and he
was eventually bought out of GM in
1986. After waiting the required two-
year noncompete period, he started
Perot Systems in 1988.2

Interestingly, GM spun EDS off in
1996, as it became obvious that the
two entities did not make a good fit.  

Throughout his career, Ross
Perot has always been a model of
citizen volunteerism. In 1969, the
U.S. government asked him to deter-

mine what action could be taken to
assist the prisoners-of-war in
Southeast Asia. In recognition for
his work, he received the Medal for
Distinguished Public Service, the
highest civilian award presented by
the Department of Defense.3 In 1992
and again in 1996, Ross Perot ran for
president of the United States repre-
senting a new third party, the
Reform Party, which he founded as
an alternative to the Republican and
Democratic parties.

Perot’s campaign efforts forced
him to step down from daily involve-
ment in Perot Systems. That year,
Mort Meyerson, who had helped
him build EDS into a world-recog-
nized leader in data processing,
stepped in to assume the chief exec-
utive officer duties. Although he had
worked closely with Perot at EDS,
Meyerson did not share Perot’s
desire to recreate EDS’s “young,
male, military model” corporate 
climate at Perot Systems.4 He 
was convinced that times had
changed.  

In purely financial terms, my seven years
running EDS had been unbelievably suc-
cessful. When I left, I was very proud of
the people, the company, and our
achievements. From the day I started as
president in 1979 to the day I left in 1986,
EDS never had a single quarter where
we lost money. We never even had a
quarter where we were flat—every quar-
ter we grew like gangbusters. That kind
of economic performance made a lot of
our people very rich. I used to take enor-
mous pride in the fact that I was instru-
mental in getting a lot of equity into the
hands of the people at EDS.

What I realized after I left was that I
had also made a lot of people very unhap-
py. Our people paid a high price for their
economic success. Eighty-hour weeks
were the norm. We shifted people from
project to project and simply expected
them to make the move, no questions
asked. We called our assignments “death
marches”—without a trace of irony. You
were expected to do whatever it took to
get the job done. In terms of priorities,

work was in first place; family, communi-
ty, other obligations all came after.5

Meyerson’s concern was the
emphasis on profit at the expense of
people. He believed that technology,
customers, the market, and what
people in organizations wanted from
their work had all changed from his
previous time at EDS.6 He asked
himself two fundamental questions:  

1. To get rich, do you have to be
miserable?

2. To be successful, do you have to
punish your customers?

Meyerson wanted to move Perot
Systems toward a corporate model
that recognized that the larger
issues in life mattered as much as
the demands for profit-and-loss.
Listening to a senior manager talk
about how they handled low per-
formers on teams bothered him.  

I heard talk of “drive-by shootings” to
“take out” nonperformers; then they’d
“drag the body around” to make an
example out of them. They may have
meant it only as a way of talking, but I
saw it as more: abusive language that
would influence behavior. Left unchal-
lenged, these expressions would pollute
the company’s culture.7

Meyerson was fully aware that
he had not only supported this envi-
ronment at EDS, but encouraged it.
As president for seven years, he had
been largely responsible for the high
performance atmosphere that
demanded so much from EDS
employees. He tells a story in which
an employee named Max missed a
day of work due to a snowstorm and
how Meyerson himself called the
employee at home to question his
loyalty to EDS. The employee took
the first opportunity he could and
left EDS. He was Max Hopper, who
later went on to design the highly
successful SABRE reservation sys-
tem for American Airlines.8

None of that happened by accident. I had
helped design EDS to operate this way,
using the compensation system to moti-
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vate people: I tied their pay to profit-and-
loss performance. If you ran your project
very profitably, you were richly reward-
ed. If you didn’t, you weren’t. I routinely
spent an extraordinary amount of my
time on compensation and rewards—
roughly 15 percent. I did it because I
knew that compensation mattered most.  

The system worked; that is, we got
exactly what we wanted. We asked people
to put financial performance before
everything else, and they did. They drove
themselves to do whatever was necessary
to create those results—even if it meant
too much personal sacrifice or doing
things that weren’t really in the best inter-
ests of customers. Sometimes they did
things that produced positive financial
results in the short term but weren’t in
the company’s long term interest. That’s
a charge you’d usually apply to a CEO—
but I’ve never heard it said about individ-
uals down to the lowest ranks of a compa-
ny. Yet my pay-for-performance approach
effectively encouraged that behavior from
all of our people.9

Upon his arrival at Perot
Systems, Meyerson inherited a com-
pany of 1500 employees and a rev-
enue of $170 million. His initial
effort went into meeting with the top
100 leaders in the company.
Through these conversations,
Meyerson concluded that he had
heard “a laundry list of horrifying
bad news.”10 He set about to change
the company’s culture, including a
training seminar that over two-thirds
of the firm’s employees (including
Meyerson) attended. Individuals
who could not adjust were asked to
leave. Meyerson’s objective was
clear:  

We still tell people we’ll give them every-
thing we can in the way of financial
rewards. In fact, more than 60 percent of
our company is owned by the people who
run the company. So if we go public
someday, we’ll still make a lot of our peo-
ple very rich.  

But we will have done it without
having first made them miserable—by
offering them another dimension they
can’t get in most other high performance
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companies: a human organization. If any
of our people has an interest outside the
company, we will encourage and support
them; if they have needs outside the
company, we will recognize them.11

Meyerson’s other major con-
cern was how EDS had treated cus-
tomers. He described negotiations
as intense, with EDS’s desire to win
every penny possible from the cus-
tomer. Not just to win, but to domi-
nate.12 At Perot Systems, Meyerson
promoted a much closer working
relationship with customers and
designed the reward system to
reflect this newfound cooperation.  

Here again, at Perot Systems, I turned to
the compensation system to help us live
the lesson. We use 360-degree evalua-
tions for our people—asking boss, peers,
and subordinates to participate—and
always include input from our customers.
We also ask our customers to give us
report cards—and then we temper
bonuses based on customer ratings of
how well we support their needs.13

Similar to other information
technology service firms, Perot
Systems concentrates on particular
industry groups in order to provide
enhanced expertise. These include
financial services, energy, travel and
transportation, health care, commu-
nication, manufacturing, and con-
struction.14 Several of the contracts

that Perot Systems obtained reflect
this new corporate vision.  

The change from data process-
ing to systems integration has been
motivated by globalization and the
need for full supply-chain manage-
ment. Companies depend on infor-
mation systems to tie all the function-
al areas, including marketing, cus-
tomer support, logistics, service, and
operations together into a seamless
whole. Rather than develop these
competencies on their own, compa-
nies are increasingly depending on
outside consultants such as Perot
Systems to provide the expertise to
run these complicated systems.

The New Face of
Leadership?  

Consistent with Mort Meyerson’s
new attitude toward business was a
new emphasis on the shifting face of
leadership. He concludes that the
new leadership entails three jobs:  

• Make sure that the organiza-
tion knows itself. Meyerson
suggests that the leader’s pri-
mary purpose is to support and
embody certain core principles
that identify the organization.
These values do not have so
much to do with business strat-
egy, tactics, or market share;
rather, they have to do with
human relationships and the
obligation of the organization to
its individual members and its
customers.  

• Pick the right people and cre-
ate an environment where
those people can succeed. In
this sense, the leader is more
coach than executive. This
requires collaboration and team-
work among people at every
level of the company. The
leader is not viewed as the final
authority in decision making;
the team represents the source
of knowledge. 

Project: Avis Rent A Car
Avis Rent A Car System, Inc. selected
Perot Systems Corporation to provide
and maintain a state-of-the-art imag-
ing and workflow solution for cus-
tomer document processing in its
Garden City, N.Y. World Head-
quarters and Virginia Beach, Va.
Processing Center. The decision
places Avis on the cutting edge of
technological advancements, and the
services agreement frees Avis to
focus on what they do best, serving
their customers.15



• Be accessible to the people in
the organization. Meyerson
insists that he be in E-mail con-
tact with all employees of the
company. He personally
answers thousands of E-mail
messages every month. No
longer is the leader an individ-
ual who shows up every six
months to deliver a pep rally
speech. And the leader must be
accessible on issues and con-
cerns that transcend the tradi-
tional boundaries of work and
the company.18

Can a High Performance
Company Have a Human
Side?

While Mort Meyerson worked to
develop his new view of leadership,
Perot Systems struggled to earn a
consistent profit. As one of the
smaller players in the information
technology field, Perot Systems’
higher costs and lower net earnings
troubled Mr. Perot. Operating mar-
gins at Perot Systems averaged 5.3

percent versus 7.7 percent at rival
EDS.19 Since 1996, the company has
gone through three management
changes and in the strongest stock
market in history—one led by tech-
nology issues—a public offering has
been repeatedly delayed. Unhappy
with these conditions, Mr. Perot
chose to return to day-to-day opera-
tions in late 1997.

Initially announced as interim
CEO, Perot has evolved into Perot
Systems’ full-time chief executive
officer. “He has centralized reviews
of spending and new contracts. He
has directed every supervisor to
attend a leadership training course
that reinforces his precepts. He has
cut expenses, stepped up recruiting
from the military, reinstated manda-
tory drug testing, and assigned a
reading list including his autobiogra-
phy. He has promoted executives
with military backgrounds who have
been with him for decades, since his
days as commander in chief of
Electronic Data Systems. White
shirts are in, and, under his current
thinking, same-sex partners’ health
benefits will be out.”20

Not everyone is convinced that
Mr. Perot can provide the same type
of spectacular returns as he did in
his EDS heyday. “The wheel he’s
trying to reinvent is rusty,” an exec-
utive at a rival company said.21

When he stepped aside as Perot
Systems’ chief networked personal
computers were just beginning to
spread. E-mail addresses (Mr. Perot
does not use E-mail; he relies on
face-to-face communication) and
Internet access were largely the
domain of military overlords and
university scientists, and Perot
Systems was doing mostly standard
corporate work on central comput-
ers.22

“At EDS, he built an organiza-
tion that was based on command
and control,” said Allie Young, an
analyst at Dataquest, the indus-

try research firm in San Jose,
California. “It was ‘my way or the
highway.’ At that time, that type of
model worked. Companies wanted
that. Today it’s very different. Senior
executives are involved in the deci-
sion making for contracts, very often
the CEO. Information technology is

Project: California
Electrical Grid

The ISO Alliance, a limited liability
company owned jointly by ABB
Power T&D Co. and Perot Systems
Corp., has been awarded a contract to
develop and implement one of the
most critical new business systems
the state of California will need to
operate its electricity markets under
deregulation. The new systems will
help the state administer the bidding
and manage the usage of its power
grid to ensure reliable service —
much the same way an air traffic con-
trol system coordinates take-off and
landings at airports to maintain order
and manage congestion. California is
the largest power market in the
United States, with approximately $27
billion in electricity commerce per
year.16

Swiss Air
March 4, 1997—Perot Systems Cor-
poration today announced it has pur-
chased a controlling stake from
SwissAir Corp. in Icarus Consulting
AG, a Zurich- and Frankfurt-based
management consulting firm that
serves the travel and transportation
industries in Europe.  

Founded in 1988, Icarus had been
owned 55 percent by SAir Group, the
holding company of SwissAir, and 45
percent by Icarus’s management, re-
spectively. After today’s agreement,
Perot Systems will have a 70 percent
stake in Icarus, with a fixed option to
purchase the remaining 30 percent from
SAir Group over a three-year period.

As an example of its work, Icarus
recently conceived and implemented
a new air cargo system that combined
the services of SwissAir and Sabena
Airlines. Under this unique arrange-
ment, Sabena has essentially sold its
airline cargo space to SwissCargo, the
SAir Group’s cargo arm, giving up
marketing and operational costs in
exchange for a guaranteed revenue
stream. SwissCargo gains added
capacity and market share and can
utilize its existing sales infrastructure
much more efficiently.  

“This is a good example of the consol-
idation of core competencies by major
air carriers,” said Ludwig Bertsch,
the Zurich-based managing director
of Icarus. “In the coming years we will
see some airlines specializing in the
design and management of hub sys-
tems and routes designs as network
managers. Others will excel in flight
operations. Still others will create
strong niches in catering, cargo ser-
vices, or maintenance.”17
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a strategic decision. They don’t want
anything railroaded by them. They
want a business partner.”23 The
question is: Will Mr. Perot’s com-
mand and control approach work in
this new environment?

The IPO  

On February 2, 1999, Morgan
Stanley Dean Witter conducted
Perot Systems’ IPO at $16 per
share, valuing it at $1.35 billion in
the New York Stock Exchange flota-
tion. By mid-afternoon, the price
had risen $26 1/2 to a value of $42
1/2, thereby increasing Perot
Systems’ value to $3.6 billion.
Analysts credited the movement to
the current clamor for information
technology shares and the glamour
of Ross Perot’s name. Perot’s per-
sonal stake in the firm increased
from $553 million to $1.4 billion on
the move. (His personal wealth is
estimated at $3.7 billion.)24

It remains to be seen whether
Mr. Perot’s leadership style can turn
Perot Systems into a major force in
the information technology field.
With competitors over 12 times larg-
er, competition remains intense. Can
Ross Perot make the difference
Perot Systems needs?  

Review Questions  

1. Compare Mr. Meyerson’s leader-
ship style versus Mr. Perot’s
based on the Michigan and Ohio
State behavioral theories of lead-
ership.

2. Utilizing Fiedler’s Contingency
Theory of Leadership, explain
how either Meyerson’s or Perot’s
style might be most appropriate
based on specific characteristics
of the situation at Perot Systems.

3. Evaluate the situation at Perot
Systems from the point of view of
the discussion on New
Leadership.
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Power or Empowerment 
at GM?
Developed by Aneil Mishra, Pennsylvania State University, Karen Mishra,
Pennsylvania State University, and Kim Cameron, Brigham Young University

Introduction

E
ffective September 25, 1990, the management of the General Motors (GM)
Parma, Ohio, stamping plant finalized another three-year local agreement
with the United Auto Workers’ Union (UAW), Local 1005. It was the sec-
ond local agreement they had negotiated together on time and without

intervention from Detroit, since Parma’s self-described revolutionary agree-
ment seven years previously. It was revolutionary because Parma’s manage-
ment and union had abandoned their old hostilities and incorporated a team-



based approach to work, setting
Parma in a new direction. The 1990
agreement formally documented
their joint priorities of team-based
work groups, extensive employee
training, and a supportive working
environment. The assistant person-
nel director for hourly employment,
Bill Marsh, felt that, although this
was another positive step in their
ongoing relationship with Local
1005, the negotiating process
seemed more “traditional” than the
previous negotiation in 1987. Bob
Lintz, the plant manager, agreed.
Unexpectedly, the new Shop
Committee chairman, who is Local
1005’s prime negotiator, had intro-
duced over 600 demands at the start
of Parma’s local contract negotiation.
Even though management and the
union were still able to finalize an
agreement quickly, the tension cre-
ated by the enormous list of
demands still lingered. It could
destroy the collaborative relation-
ship that had been built over the
past decade between management
and the union leadership as well as
the openness that Bob Lintz had
managed to foster between himself
and the hourly employees.

Background

In the early 1980s, Parma’s corporate
parent, GM, conducted a capacity
rationalization study that concluded
that almost 75 percent of Parma’s
operations should either be eliminat-
ed or tranferred to other GM facili-
ties within three years. Despite a
one-year lapse in formal relations,
and with no contract in effect,
Parma’s management and Local 1005
responded to this threat to plant sur-
vival by conducting a joint effort to
bring in new business. This joint
effort led to a number of competitive
assessments of Parma’s operations
that identified several noncompeti-
tive work practices. To acknowledge

formally this new collaborative rela-
tionship, a new labor agreement was
drafted and ratified in 1983 by
Parma’s rank and file that resulted in
fewer work classifications and
emphasized a team-based approach
to managing work groups.1

To implement this agreement,
Parma’s top management and Local
1005 created the Team Concept
Implementation Group, or TCIG, to
introduce this new Team Concept
and spent $40 million on extensive
training of the entire workforce in
problem solving, group dynamics,
and effective communication skills.
By 1990, the Team Concept had
empowered hourly employees to
assume more responsibility in their
jobs and to focus on problem-solving
and work-related matters and to
move beyond status differences
exemplified by position titles or
neckties.

Roger Montgomery, who had
chaired the Shop Committee from
1981 until 1990, felt that he had been
able to put aside his past doubts of
management’s sincerity and work
with Bob to create an environment
based on teamwork and trust. He
credits Bob’s sincerity and openness
with their ability to respect each
other and work together for the
good of the plant and its jobs. Roger
believed that Bob had to overcome
significant obstacles in creating this
collaborative relationship at Parma,
especially in convincing members of
management and supervision. After
years of open hostility between man-
agement and labor, Roger knew that
Bob had supervisors and managers
who didn’t want to change. After
years of fighting for employees by
getting doors on bathroom stalls and
eliminating hall passes, Roger felt
that his union team had achieved
greater consensus about the need
for change. He felt lucky because
even though some of his shop com-
mittee might not have agreed with

him about every detail, they did sup-
port his efforts out of loyalty to him
and to his relationship with Bob.
Bob Lintz also felt that his managers
and Local 1005’s leaders had worked
hard to overcome decades-long hos-
tilities and build a positive and col-
laborative relationship.2

Current Situation

Bob and his managers are con-
cerned about the tension that has
been created by the new Shop
Committee chairman’s large number
of demands, especially because the
union made only about 100 demands
during the previous contract negotia-
tions. Roger had publicly endorsed
this new chairman of the Shop
Committee, yet management was not
certain that he would continue
Roger’s strategy of collaboration
within the union and between man-
agement and the union. With several
new individuals in the union leader-
ship, Parma’s management also had
to consider the possibility that the
entire union leadership was actually
becoming more adversarial, especial-
ly as the two political factions within
the union continued to compete for
support among members of Local
1005. Relations between hourly and
salaried employees on the produc-
tion floor could also suffer.

The list of demands from the
new chairman of the Shop
Committee could have resulted
from the uncertainty that existed
with the recent announcements of
plant closings by GM. Since the
mid-1980s, six GM stamping plants
had been closed, and Parma’s
employment level had fallen. These
plant closings and pressure from
GM were the result of GM losing 10
percentage points of market share
in under 10 years and correspond-
ing deterioration in GM’s bottom
line. By the fall of 1990, GM was los-
ing more than $1100 for every vehi-
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cle it produced in North America, in
part because of GM’s high fixed
costs. With over $700 million in
sales, Parma is an important plant to
GM, but there is no guarantee that
it will not be closed if demand for
GM’s products does not improve.
Wall Street is criticizing GM for not
being more aggressive in closing
plants to remove excess capacity.
The corporation is pressuring all of
its facilities to reduce expenditures
significantly and to eliminate all
overtime. Parma has made substan-
tial progress in maintaining rev-
enues amidst declining demand, but
it still needs to make significant
improvements in productivity. For
example, it has still to better utilize
the transfer presses that stamp
automative doors and hoods. These
presses were installed during the
$600 million modernization in 1983,
and in 1990 their uptime stood at 
31 percent.

Parma also needs to improve
its quality and customer satisfac-
tion. In 1989, Parma began supply-
ing the metal frame for the minivan
produced at GM’s Tarrytown, New
York, facility. Arthur Norelli, gener-
al supervisor of Dimensional
Control, remembers that in his first
encounters with Parma, “I found
them initially, very defensive,
almost adversarial. They were
always right until we proved them
wrong. If we had a part that would-
n’t go together properly, they would
say ‘Well, you’re not putting it
together right.’ ” Another customer,
a transmission plant within GM’s
Powertrain Group, has concerns
about Parma’s ability to produce
quality parts in a timely fashion. As
recently as 1988, Parma was
Powertrain’s worst supplier for
transmission components. Bill
Hurles, a materials manager within
the Powertrain Group, remembered
Parma back then as “very depend-
able and very antagonistic.”
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In addition to pressures to
improve costs, quality, and produc-
tivity, there are additional pressures
on management from the union to
bring stamping work in-house that
has previously been outsourced. As
Parma loses its prop shaft produc-
tion to another GM facility, the
union wants to bring back the pro-
duction of sheet metal blankings, the
first step in the stamping process.
Blankings have been outsourced to
a supplier, Medina Blanking, Inc.,
which produces an excellent quality
product and has virtually become
another department in Parma
because of its highly responsive and
capable delivery.

As GM closes plants and contin-
ues to downsize, Parma’s salaried
employees, too, are being affected
significantly by efforts to reduce
salaried employment and eliminate
management layers throughout the
organization. With fewer salaried
employees, workloads are increas-
ing even as promotional opportuni-
ties, compensation, and benefits
stagnate. As is the case at most 
GM facilities, Parma’s salaried
employees are not unionized. As
part of its efforts to cut costs, GM
has eliminated the salaried year-end
bonus, has sharply reduced merit
raises, and is considering other ben-
efit reductions. Profit sharing for
both hourly and salaried employees
has evaporated as losses in GM’s
North American operations have
mounted to several billion dollars
annually.

After 10 years of being a top
manager at Parma and assuming
responsibility for all of Parma’s oper-
ations, Bob Lintz continues to fash-
ion a top management team based
on trust and openness. He also
wants his managers to be committed
to eliminating hostilities that linger
between the stamping and compo-
nents operations within the plant, as
well as between hourly and salaried

employees. He is also looking for
people who will support his informal
and highly participative manage-
ment style and who will work to
increase the level of involvement
among Parma’s hourly employees.
Although the TCIG has formally dis-
banded, its efforts are still ongoing.
The weekly floor board meetings,
where union officials and superin-
tendents discuss plant floor issues,
are still active and productive. The
biweekly joint meeting of Bob and
his staff, along with the Shop
Committee chairman, the president
of Local 1005, and the Shop
Committee, are ongoing as well.
These groups are representative of
the Team Concept still at work at
Parma.

Conclusion

Even though Bob’s management
team supports his desire to increase
the level of involvement among
Parma’s hourly employees, Dean
Baker commented, “Sometimes I get
frustrated, though, because I wish
he’d have a little bit more confi-
dence in the management organiza-
tion.”

Parma’s lead training coordina-
tor, Pat Camarati, is concerned that
many of Parma’s managers and
supervisors see the ongoing Team
Concept training as more of a dis-
ruption than a necessity. Shop
Committee member Ray Kopchak
believes that, although they have
made great strides, the biggest mis-
take the union and management can
still make is to assume that their
relationship can continue to improve
without hard work. Seven years after
beginning a new collaborative
approach, he still feels that the easi-
est thing to do is “to go back to the
old traditional way. But I don’t want
to do that, it’s not necessary. We’ve
proven that management and the
union can work together.”



Review Questions

1. How would you describe Parma’s
environment in terms of its level
of uncertainty and complexity?

2. How would you characterize Bob
Lintz’s approach to communica-
tion, decision making, and the
exercise of power to create
change at Parma?

3. What are the most critical issues
still facing Parma, and what
should be done to address them?

4. How can resistance to change be
overcome utilizing the existing
workforce? ■
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The next day brought more
trouble. A new herd of walruses
moved in down the beach and, with
the supply of herring dwindling, this
invasion could be dangerous. No one
wanted to tell the Old Man, though
only he could take the steps neces-
sary to meet this new competition.

Reluctantly, Basil approached
the big walrus, who was still sun-
ning himself on the large rock. After
some small talk, he said, “Oh by the
way Chief, a new herd of walruses
seems to have moved into our terri-
tory.” The Old Man’s eyes snapped
open, and he filled his great lungs in
preparation for a mighty bellow. But
Basil added quickly, “Of course, we
don’t anticipate any trouble. They
don’t look like herring eaters to me.
More likely interested in minnows.
And as you know, we don’t bother
with minnows ourselves.”

The Old Man let out the air
with a long sigh. “Good, good,” he
said. “No point in our getting excited
over nothing then, is there?”

Things didn’t get any better in
the weeks that followed. One day,
peering down from the large rock,
the Old Man noticed that part of the
herd seemed to be missing.
Summoning Basil, he grunted peev-
ishly. “What’s going on, Basil?
Where is everyone?” Poor Basil did-
n’t have the courage to tell the Old
Man that many of the younger wal-
ruses were leaving every day to join
the new herd. Clearing his throat
nervously, he said, “Well Chief,
we’ve been tightening up things a
bit. You know, getting rid of some of
the dead wood. After all, a herd is
only as good as walruses in it.”

“Run a tight ship, I always say,”
the Old Man grunted. “Glad to hear
that all is going so well.”

Before long, everyone but Basil
had left to join the new herd, and
Basil realized that the time had
come to tell the Old Man the facts.
Terrified but determined, he flopped
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The Poorly Informed Walrus
Developed by Barbara McCain, Oklahoma City University

“H
ow’s it going down there?” barked the big walrus from his perch on
the highest rock near the shore. He waited for the good word.

Down below, the smaller walruses conferred hastily among them-
selves. Things weren’t going well at all, but none of them wanted to

break the news to the Old Man. He was the biggest and wisest walrus in the
herd, and he knew his business, but he had such a terrible temper that every
walrus in the herd was terrified of his ferocious bark.

“What will we tell him?” whis-
pered Basil, the second-ranking wal-
rus. He well remembers how the
Old Man had raved and ranted at
him the last time the herd had
caught less than its quota of herring,
and he had no desire to go through
that experience again. Nevertheless,
the walrus noticed for several weeks
that the water level in the nearby
Arctic bay had been falling constant-
ly, and it had become necessary to
travel much farther to catch the
dwindling supply of herring.

Someone should tell the Old Man;
he would probably know what to do.
But who? and how?

Finally Basil spoke up: “Things
are going pretty well, Chief,” he
said. The thought of the receding
water line made his heart grow
heavy, but he went on: “As a matter
of fact, the beach seems to be get-
ting larger.”

The Old Man grunted. “Fine,
fine,” he said. “That will give us a bit
more elbow room.” He closed his eyes
and continued basking in the sun.
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up to the large rock. “Chief,” he
said, “I have bad news. The rest of
the herd has left you.” The old wal-
rus was so astonished that he could-
n’t even work up a good bellow. “Left
me?” he cried. “All of them? But
why? How could this happen?”

Basil didn’t have the heart to
tell him so he merely shrugged
helplessly.

“I can’t understand it,” the old
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walrus said. “And just when every-
thing was going so well.”

Review Questions

1. What barriers to communication
are evident in this fable?

2. What communication “lessons”
does this fable offer to those who
are serious about careers in the
new workplace? ■

C A S E 1 7

Johnson and Johnson: 
Futuristic Decision Making 
Developed by David S. Chappell, Ohio University

W
ith brand names like Tylenol, Band-Aid brands, Neutrogena skin prod-
ucts, and Reach toothbrushes, Johnson and Johnson (J&J) represents
the world’s largest and most comprehensive manufacturer of health-
care products serving the consumer, pharmaceutical, diagnostics, and

professional markets.1 Representative of its conglomerate business model, 15
company group chairpersons, along with their own management boards, oversee
over 180 operating companies worldwide.2 How does such a large company
infuse its decision-making process with the energy of a small start-up company?

Johnson and Johnson 

J&J was incorporated in 1887 through
the combined effort of brothers
Robert, James, and Edward Johnson.
The brothers pioneered the surgical
dressings industry based on work by
Sir Joseph Lister, a noted English sur-
geon who identified airborne germs
as a source of infection in the operat-
ing room. J&J developed a soft,
absorbent cotton and gauze antiseptic
dressing that could be mass produced
and shipped in quantity to hospitals
and every rural physician and drug-
gist in the country.3

J&J has had an international
focus to its business since its foray

into Canada in 1919. It launched a
conscious product diversification
program in the 1920s with the intro-
duction of its Band-Aid brands and
Johnson’s baby cream. General
Johnson, as the son of one of the
original brothers was known, also
created the famous J&J Credo
around this time. The credo empha-
sizes the importance of ethical
behavior and putting customers first
and stockholders last. However,
General Johnson was practical
enough to infer that such an
approach would benefit the owners
of the firm in the long run. 

J&J is perhaps best known for

its advancement of crisis manage-
ment regarding the cyanide contami-
nation of its flagship Tylenol
painkiller. In September 1982, seven
Chicago-area individuals died after
taking cyanide-laced Extra Strength
Tylenol capsules. Representing 7
percent of all of J&J sales and 17
percent of its profits, Tylenol repre-
sented a brand that the corporation
could not afford to lose.4

J&J chose to take a very pro-
active approach to the crisis. It eventu-
ally recalled 31 million bottles worth
over $100 million from retail stores, in
addition to offering to exchange
tablets for capsules for all customers
at no charge. It pioneered the tamper-
proof, triple-sealed packaging that is
the industry standard today.  

Immediately after the crisis,
Tylenol’s market share dropped from
35.3 percent of the pain reliever mar-
ket to 7 percent; however, by May of
1983, its market share returned to 35
percent. The situation was repeated
in 1986 when a Westchester, New
York woman died of cyanide-laced
Extra-Strength Tylenol capsules.
Once again, the company recalled all
capsules, vowing never again to offer
any Tylenol except in the form of
tablets or caplets.5

J&J does not view itself as just a
pharmaceutical firm; it prefers to
think of itself as a health-care organi-
zation. It represents an autonomous
collection of independent entities
whose decentralized structure fos-
ters an entrepreneurial culture,
insists CEO Ralph Larsen.6 Not
everyone agrees with J&J’s con-
glomerate structure; Paine Webber
analyst David Lothson, for example,
complains that J&J should be three
companies. Of particular concern is
the ever-declining roles in sales and
profits of the consumer-products
line—falling from 44 percent in 1978
to only 28 percent of revenue in
1998. The stock, rather than trading
at the attractive high multiples of

Note: The blue underscored words/phrases in this case indicate Internet links provided
in the on-line version. See the Organizational Behavior, Seventh Edition Web Site at
http://www.wiley.com/college/schermerhorn.



similar pharmaceutical firms,
reflects a conservative valuation that
is more similar to consumer-good
behemoth Procter and Gamble.  

Decision making requires the
application of information, and per-
haps more importantly, knowledge.
“Data, information and knowledge
are points along a continuum of
increasing value and human contri-
bution. Data—the signals about
human events and activities that we
are exposed to each day—has little
value in itself, although to its credit
it is easy to store and manipulate on
computers.  

“Information is what data
becomes when we as humans inter-
pret and contextualise it. It is also
the vehicle we use to express and
communicate knowledge in business
and in our lives. Information has
more value than data and, at the
same time, greater ambiguity—as
any manager will attest who has
ever argued over how many inter-
pretations the terms ‘customer,’
‘order ’ and ‘shipment’ can have
inside the same company.  

“Knowledge is information with-
in people’s minds; without a know-
ing, self-aware person there is no
knowledge. Knowledge is highly
valuable, because humans create
new ideas, insights and interpreta-
tions and apply these directly to
information use and decision mak-
ing. For managers, knowledge is dif-
ficult to ‘manage’ in other people
because (being mental) it is invisible

and its extraction, sharing and use
relies on human motivation.”7

Eventually, the companies that pros-
per with knowledge management
will be those that realize that it is as
much about managing people as
information.  

Larsen needs to convince people
that his conglomerate business
model as a source of knowledge is
still practical. Most insiders agree
that the strength of J&J is its diver-
sity; the question becomes, how does
the company make the most efficient
and effective use of this diversity and
its associated knowledge base as
inputs into its decision making?

FrameworkS at J&J 

Conceived in 1993 with the assis-
tance of consulting firm McKinsey
& Company, FrameworkS involves a
series of focused dialogues between
operating company executives, spe-
cialists, and most importantly, top
management. “FrameworkS is an
attempt to democratize how we
make strategic choices, how we cre-
ate our future,” says Roger Fine,
general counsel of J&J.9 CEO Ralph
Larsen states that never before has
“a broad-based group of people been
invited to be central, active partici-
pants in matters of very substantial
corporate significance outside the
direct responsibility of their operat-
ing companies.”10

The first FrameworkS looked at
the changing nature of the health

care market in the U.S. J&J’s nine
executive committee members enlist-
ed about 20 senior company execu-
tives to explore key topics. After split-
ting into teams to conduct research,
they contacted customers, policy
analysis, government officials, and
academics regarding the marketplace
and their competition. Reconvening
after several months, they discussed
major changes in how medical care is
delivered in the United States, from
fee-for-service to HMO institutional
decision makers. Dennis Longstreet,
head of J&J’s Ethicon Endo-Surgery
medical devices businesses, argued
that the process “caused all levels of
management to see things we had
not seen before. We listened to our
customers, and we looked to the core
of our company, down to how we
were organized.”11

One of the critical findings of
the investigation was that J&J’s
largest customers, such as hospital
networks, government organiza-
tions, and managed care plans want-
ed a single J&J contract to coordi-
nate purchases from J&J’s diverse
operating companies. As a result of
this finding, in three months J&J
created Health Care Systems, Inc. to
support a single point-of-contact sup-
plier to its customers. David Cassak,
editor of a magazine that tracks the
medical industry, states that “it’s a
truly unique and innovative struc-
ture, the perfect vehicle to address
customer needs while retaining the
culture of autonomous operating
companies.”12

In 1995, in an effort to increase
its innovation, J&J launched a
FrameworkS project focused on the
qualities highly innovative compa-
nies exhibited. The team reviewed
three J&J companies (Ethicon Endo-
Surgery, Janssen Pharmaceutica and
Vistakon) and three outside ones
(Enron, Hewlett Packard and
Nike).13 They identified three types
of innovative activities: 

Johnson and Johnson Conglomerate Structure

DIVISION 1998 SALES MAJOR PRODUCTS
(in billions)

Professional $8.57 Coronary stents, minimally invasive 
surgery products, wound-closure products

Pharmaceutical $8.56 Risperdal for schizophrenia, Levaquin for 
infections, Procrit for anemia

Consumer $6.53 Tylenol painkillers, Band-Aids, baby 
products, Neutrogena skin products8
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The objective was to identify
ways J&J could foster more substan-
tial and transformational innovation
in products, services, processes, and
management.14 “What’s New” is the
program that includes a “toolkit” of
actions line managers can take to
infuse innovation into their organiza-
tions. The intent is to “exercise core
competencies and exorcise corpo-
rate rigidities.”15

Does It Work? 

While its hard to quantify the impact
that FrameworkS has made on J&J’s
operations, most upper executives
support the program. However,
things don’t always work out as
planned. The year 1998 proved to be
difficult, with six experimental
drugs falling through late in devel-
opment. J&J’s coronary stent,
responsible for $500 million of J&J’s
business, lost 90 percent of its mar-
ket share to rivals; plans for a cho-
lesterol-lowering margarine suffered
a regulatory setback; and the com-
pany lost a battle over rights to a
future version of a top-selling anemia
drug.16

Calls to break up the company
into separate operating units
remain strong. Larsen resists these
calls, claiming that “the future
belongs to those companies that
are broadly based.” 17 Do the broad
operating companies of J&J offer it
a unique opportunity or an
unwieldy anachronism? Does
FrameworkS offer an institutional
mechanism to capture its diversity
into a useful and constructive
process? 
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Type of Innovation Example

Incremental Glow in the Dark Band-Aid

Substantial (alters market demand Reach Toothbrush
with a new generation of product)

Transformational (alters industry Vistakon’s disposable contact lens
structure)

Review Questions 

1. How is J&J able to incorporate
its organizational diversity into
its decision-making process?

2. How does the management of
J&J hope that FrameworkS will
help with creativity within the
organization?

3. How does J&J attempt to infuse
ethics into its decision making?
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C A S E 1 8

American Airlines: 
Trouble in the Air  
Developed by David S. Chappell, Ohio University

A
s one of the major air carriers in the United States, American Airlines
conducts thousands of flights daily. After years of operations under
Chairman Robert Crandall, Donald Carty took over in May of 1998. One
of his first strategic moves was to complete the acquisition of the small,

Southwestern, low-fare regional carrier, Reno Air. As a result of this action, in

Note: The blue underscored words/phrases in this case indicate Internet links provided
in the on-line version. See the Organizational Behavior, Seventh Edition Web Site at
http://www.wiley.com/college/schermerhorn.



February 1999, the American
Airlines pilots chose to conduct an
unauthorized work slowdown, with
over 1000 pilots calling in sick. This
action served to effectively cripple
American’s ability to carry out oper-
ations at a loss to the carrier of over
$150 million. How did the conflict
between American and its pilots
escalate to this level? 

The Airline Industry  

The modern era in the U.S. airline
industry can be traced to 1978, with
the deregulation of the United
States’ airline industry. Previous to
1978, major airlines had been regu-
lated by the Federal Aviation
Administration (FAA) and the Civil
Aeronautics Board (CAB) essentially
as a government-sponsored oligop-
oly. Competition was minimized, and
entry into the airline industry was
difficult, if not impossible. With
deregulation, small, low-fare airlines
sprang up in many markets, putting
severe pressure on the operating
profits of the older operators. The
flying public benefited with im-
proved service and lower fares, but
the established airlines, with their
higher operating costs, suffered.  

Carrier Classifications  

• Majors—The majors are airlines
whose revenues exceed $1 billion
annually. They generally operate
international and domestic flights
and service only major airports.
The majors are characterized as
long haul carriers. 

• Nationals—National airlines are
short-haul carriers. Their rev-
enues generally are between $100
million and $1 billion. They fly
shorter point-to-point flights that
may include a few international
flights. 

• Regionals—Regionals generally
make less than $100 million annu-

ally. They concentrate in certain
areas of the U.S. and only service
that area. They do not usually use
large jets, so their capacity is
smaller but it allows them to
access smaller rural airports that
aren’t available to the larger 
carriers.1

The following is a listing of the
top 10 passenger carriers:  

1. Delta 97,201
2. United 81,863
3. American 79,324
4. US Airways 56,639
5. Southwest 55,372
6. Northwest 52,682
7. Continental 35,743
8. Trans World 23,281
9. America West 18,130

10. Alaska 11,758

Robert Crandall at American
Airlines introduced the AAdvantage
frequent flier program in 1980, now
an industry standard. Intense pres-
sure to slash prices (often to below
cost), due to rising energy costs
brought on by Gulf War sanctions,
an economic recession, and corpo-
rate cost-saving measures that
forced many business travelers out
of first class and into coach led to
unprecedented losses for the air-
lines.   

Between 1990 and 1992, airline
industry losses of over $5 billion
exceeded the combined profits for
the previous 67 years.2 As a result of
these losses, airline management
pressured various unions represent-
ing pilots, flight attendants, and
mechanics to agree to labor conces-
sions. With the latter half of the
1990s providing very attractive prof-
its for airlines, these unions are now
becoming more and more aggres-
sive to win back previous wages and
benefits.   

Employee salaries (consisting
of cabin attendants, ground crews,
and flight crews) represent 36 per-

cent of the operating costs for the
airline industry. The next largest
contributor is ticketing and promo-
tional costs with 17 percent. Finally,
fuel costs take 11.7 percent of the
expense category. Net income is
greatly affected by the fluctuations
of these operating costs. Because
operating expenses are controlled
mainly by volatile forces, the net
income of the industry is too depen-
dent on factors outside of its 
control.3

As a result, airlines are looking
for innovative ways to control costs,
including ticketless travel, Internet
sites, lowering or even eliminating
travel agents commissions, applica-
tion of new technology, extensive use
of hub-and-spoke traffic systems,
code sharing, and alliances. At the
same time, labor disputes, including
a pilot strike at Northwest in 1998, a
narrowly averted flight attendant
strike at America West in early 1999,
and the American Airlines pilot “sick-
out” all represent troubling times for
airline passengers.  

American Airlines  

American Airlines, with its rich his-
tory of aviation firsts, is a division of
AMR Corporation. With major hubs
in Chicago, Dallas, and New York
City, American Airlines serves about
160 destinations in the Americas and
Europe (some through code-sharing
alliances with foreign airlines); the
airline also leads Oneworld, a global
alliance with British Airways and
other carriers. AMR operates
American Eagle, a group of small
regional airlines, owns low-fare carri-
er Reno Air, and holds 82 percent of
the SABRE (“Semi-Automated
Business Research Environment”)
Group, operator of the #1 travel
reservation system.

Overall, American Airlines is
the second largest domestic carrier
behind only United in terms of total
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RPMs (Revenue Passenger Miles)
and total revenues from flight opera-
tions during 1997. Not only must
American compete both domestical-
ly and abroad with its major
brethren, it must also deal with
regional and national upstarts, the
scrappy entrant carriers to the mar-
ket. These low-cost carriers usually
go head-to-head with the major and
regional airlines and try and gain
market share by way of offering
lower fare prices than the major air-
lines can. American estimates that as
much as 47 percent of its bookings
were impacted by competition from
lower-cost carriers.  

To capitalize on these growth
opportunities, American entered into
numerous alliances with both domes-
tic and foreign carriers and is looking
to expand into certain other markets
by means of stock equity acquisi-
tions. For instance, in 1996 British
Airways (BA), the largest internation-
al passenger airline carrier in the
world entered into a strategic alliance
with American. Under the conditions
of the agreement, both companies
would use code sharing and combine
some of their passenger and cargo
operations, upon regulatory approval
by the U.S. Department of Trans-
portation (DOT) and the United
Kingdom. Additionally, in 1997 
the two companies agreed to im-
plement a common frequent flier pro-
gram. Finally, in September 1998,
American entered into a strategic
alliance called Oneworld, which is to
rival United and Lufthansa’s Star
alliance. The members of the
Oneworld Alliance include AA,
British Airways, Canadian Air,
Cathay Pacific, and Qantas.  

In the deregulated era, airline
competition has become, in part, a
contest to build the most ubiquitous
network. In that regard, one of
American’s most critical success fac-
tors is the implementation of a
strong hub and spoke system. By
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linking markets on one side of a hub
city to markets on another side, air-
lines are able to exponentially
increase the number of origin-desti-
nation combinations they serve. The
company’s success can be linked to
its operations at its hub cities which
include Dallas/Fort Worth, Miami,
Chicago and, to a lesser degree, San
Juan, Puerto Rico.4

Since 1980, American has
evolved from a domestic carrier into
one of the world’s foremost interna-
tional carriers. In 1997, international
flying generated more than 30 per-
cent of American’s passenger rev-
enue. During that year they also did
well in Latin America, attracting 7
percent more customers in that year
than from the previous year.5

American’s greatest shortcom-
ing is its weak presence in the Asian
market. Compared to many of their
rivals, they fly very few routes in
and out of Asia. Based on 1996 sta-
tistics, American possessed only a 4
percent share of U.S. airline traffic
to and from the Asian region. Other
weaknesses include their high-cost
structure as measured in Cost/ASM
(Available Seat-Miles) and Labor
Cost/ASM. American’s operating
costs are among the highest in the
industry, especially their labor costs.

The Pilot “Sickout”

Richard Aboulafia, aviation consul-
tant at the Teal Group in Virginia,
notes several items that encourage
labor strife at the airlines, particular-
ly at American. “Most of the labor-
management disputes of the early
1990s were settled at a time of dimin-
ished profits for airlines and manu-
facturing, and now that things are
looking up, labor is demanding its
fair share.”6 He cites the militant 
elements of the Allied Pilots
Association, especially in New York
and Miami, a two-tier wage scale at
American, and the difficulty the

Railway Labor Act creates in the way
of hurdles to strikes. Left with few
options, unions resort to various
work slowdowns and stoppages. “It
got quite adversarial, especially with
American Airlines, and now
American Airlines is paying the price
for that adversarial atmosphere.”7

American Airlines and its pilots
had a close brush with a strike in
February of 1997. Minutes after the
strike deadline passed, President
Clinton declared an emergency,
appointed a Presidential Emergency
Board, and ordered the parties to
continue operating as usual while the
board considered recommendations
for a solution.8 Pilots eventually rati-
fied the agreement rather than have
Congress impose a contract on them.
In the summer of 1998, American
pilots stopped volunteering for over-
time, forcing American to cancel a
small number of flights, when the
union found out that American was
placing more passengers on
Canadian Airlines, one of its foreign
partners, than was allowed in an
agreement with the union. It was the
purchase of small Reno Air that
reignited the conflict between
American and its pilots. American
sought Reno to facilitate expan-
sion into lucrative West Coast mar-
kets in addition to travel to the Far
East.  

The issue came down to how to
integrate Reno’s 300 pilots, who are
paid less than American pilots, into
the American system. American dis-
cussed the purchase with the Allied
Pilots Association’s union leaders
but closed the deal on December 28,
1998 without first reaching agree-
ment with the pilots union over how
it would merge the two airlines.9

American claims it needs 18 months
to combine the two entities, due to
crew training and a refit of Reno air-
planes. The pilot’s union argues that
the company is dragging its feet in
order to continue to pay Reno’s



pilots at lower rates, possibly setting
a precedent for future acquisitions.10

The sickout began in earnest on
February 6, 1999, and continued for
10 days, causing American to cancel
over 6600 flights with a loss of over
$150 million.  As a major carrier,
American’s difficulties stranded huge
numbers of passengers, many for
days on end. American brought suit
in court, and U.S. District Judge Joe
Kendall of Dallas issued a temporary
restraining order against the union.
Kendall also found the union and two
of its leaders in contempt of court for
not encouraging the pilots to return
to work immediately after his order.
The judge ordered the union to post
$10 million bond—and the leaders
to post a total of $15,000—against
potential contempt-of-court fines.11

Eventually, the sickout was called off
and pilots returned to their regular
work schedule.  

Where Do They Go from
Here

One of American’s primary competi-
tors, UAL, is 60 percent owned by its
employees. As a result, in the year
2000 a performance-based pay sys-
tem for managers will partly be tied
to worker satisfaction as measured
by an outside survey firm. Coupled
with customer satisfaction and on-
time performance, the bonus system
will account for more than half of
what the top 635 UAL managers
receive in compensation. Originally
rejected by management, it was
finally accepted after the union pre-
pared a shareholder resolution,

which would have passed given the
union’s shareholder votes.12

In American Airlines’ first
employee satisfaction survey since
1993, a mere 23 percent said
American does an excellent job of
inspiring loyalty, while only 31 per-
cent believe what senior manage-
ment says. And only 30 percent
think morale is good. So while 91
percent said they liked their jobs,
the overall results were disappoint-
ing. Carty says he needs satisfied
workers, because only they can pro-
vide the superior service that lures
high-paying business travelers.
Building a happy workforce
“remains the last major frontier for
us.” Carty is already discussing sur-
vey details with employees, a first at
American, and plans to bring man-
agers and workers together to
resolve problems. “Doing a survey
like this probably hurts morale in a
company unless it leads to some
changes,” he says. American clearly
needs some changes and sooner,
rather than later.13

Review Questions  

1. Discuss the situation at
American Airlines in regard to
the stages of conflict the author
presents.

2. Analyze possible conflict resolu-
tion methods using the direct
conflict management techniques
discussed in the chapter.

3. Suggest possible distributive or
integrative negotiation approach-
es available to the two parties in
the American dispute.
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C A S E  1 9

The New Vice President
[Note: Please read only those parts identified by your instructor. 
Do not read ahead.]

Part A

W
hen the new president at Mid-West U took over, it was only a short
time before the incumbent vice president announced his resignation.
Unfortunately, there was no one waiting in the wings, and a hiring
freeze prevented a national search from commencing.
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Many faculty leaders and for-
mer administrators suggested that
the President appoint Jennifer
Treeholm, the Associate Vice
President for Academic Affairs, as
interim. She was an extremely popu-
lar person on campus and had 10
years of experience in the role of
associate vice president. She knew
everyone and everything about the
campus. Jennifer, they assured him,
was the natural choice. Besides,
Jennifer deserved the job. Her devo-
tion to the school was unparalleled,
and her energy knew no bounds.
The new President, acting on advice
from many campus leaders, appoint-
ed Jennifer Interim vice president
for a term of up to three years. He
also agreed that she could be a can-
didate for the permanent position
when the hiring freeze was lifted.

Jennifer and her friends were
ecstatic. It was high time more
women moved into important posi-
tions on campus. They went out for
dinner to their every Friday night
watering hole to celebrate and
reflect on Jennifer’s career.

Except for a brief stint outside
of academe, Jennifer’s entire career
had been at Mid-West U. She started
out teaching Introductory History,
then, realizing she wanted to get on

the tenure track, went back to
school and earned her Ph.D. at
Metropolitan U. while continuing to
teach at Mid-West. Upon completion
of her degree, she was appointed as
an Assistant Professor and, eventual-
ly, earned the rank of Associate
based on her popularity and excel-
lent teaching.

Not only was Jennifer well
liked, but she devoted her entire life,
it seemed, to Mid-West, helping to
form the first union, getting grants,
writing skits for the faculty club’s
annual follies, and going out of her
way to befriend everyone who need-
ed support.

Eventually, Jennifer was elected
President of the Faculty Senate. After
serving for two years, she was
offered the position of Associate vice
president. During her 10 years as
associate vice president, she handled
most of the academic complaints,
oversaw several committees, wrote
almost all of the letters and reports
for the vice president, and was even
known to run personal errands for
the president. People just knew they
could count on Jennifer.

Review Questions

1. At this point, what are your pre-
dictions about Jennifer as the
Interim Vice President?

2. What do you predict will be her
management/leadership style?

3. What are her strengths? Her
weaknesses? What is the basis
for your assessment?

After you have discussed Part A,
please read Part B.

Part B

Jennifer’s appointment as interim
vice president was met with great
enthusiasm. Finally, the school was
getting someone who was “one of
their own,” a person who under-
stood the culture, knew the faculty,
and could get things done.

It was not long before the cam-
pus realized that things were not
moving and that Jennifer, despite
her long-standing popularity, had dif-
ficulty making tough decisions. Her
desire to please people and to try to
take care of everyone made it diffi-
cult for her to choose opposing alter-
natives. (To make matters worse,
she had trouble planning, organiz-
ing, and managing her time.)

What was really a problem was
that she did not understand her role
as the Number Two person at the
top of the organization. The
President expected her to support
him and his decisions without ques-
tion. Over time the President also
expected her to implement some of
his decisions—to do his dirty work.
This became particularly problemat-
ic when it involved firing people or
saying no to old faculty cronies.
Jennifer also found herself uncom-
fortable with the other members of
the president’s senior staff.
Although she was not the only
woman (the general counsel, a very
bright, analytical woman was part of
the group), Jennifer found the
behavior and decision-making style
to be different from what she was
used to.

Most of the men took their lead
from the president and discussed
very little in the meetings. Instead,
they would try to influence decisions

Source: Adapted from Donald D. Bowen,
et al., Experiences in Management and
Organizational Behavior, 4th ed. (New
York: John Wiley & Sons, Inc.), 1997.



privately. Often a decision arrived in
a meeting as a “fait accompli.”
Jennifer felt excluded and wondered
why, as vice president, she felt so
powerless.

In time, she and the President
spent less and less time together
talking and discussing how to move
the campus along. Although her
relations with the men on the senior
staff were cordial, she talked mostly
to her female friends.

Jennifer’s friends, especially her
close-knit group of long-time female
colleagues, all assured her that it
was because she was “interim.” “Just
stay out of trouble,” they told her. Of
course this just added to her hesitan-
cy when it came to making tough
choices.

As the president’s own image
on campus shifted after his “honey-
moon year,” Jennifer decided to lis-
ten to her friends rather than follow
the president’s lead. After all, her
reputation on campus was at stake.

Review Questions

1. What is the major problem facing
Jennifer?

2. What would you do if you were
in her position?

3. Would a man have the same
experience as Jennifer?

4. Are any of your predictions about
her management style holding
up?

Part C

When the hiring freeze was lifted
and Jennifer’s position was able to
be filled, the president insisted on a
national search. Jennifer and her
friends felt this was silly, given that
she was going into her third year in
the job. Nonetheless, she entered
the search process.

After a year-long search, the
Search Committee met with the

president. The external candidates
were not acceptable to the campus.
Jennifer, they recommended, should
only be appointed on a permanent
basis if she agreed to change her
management style.

The president mulled over his
dilemma, then decided to give
Jennifer the benefit of the doubt and
the opportunity. He appointed her
permanent Provost, while making
the following, private agreement
with her.

1. She will organize her office and
staff and begin delegating more
work to others.

2. She will “play” her Number Two
position, backing the president
and “echoing” his position on the
University’s vision statement.

3. She will provide greater direction
for the Deans who report to her.

Jennifer agreed to take the posi-
tion. She was now the University’s
first female vice president and
presided over a council of 11 deans,
three of whom were her best female
friends. Once again, they sought out
their every Friday night watering
hole for an evening of dinner and
celebration.

Review Questions

1. If you were Jennifer, would you
have accepted the job?

2. What would you do as the new,
permanent, vice president?

3. Will Jennifer change her man-
agement style? If so, in what
ways?

4. What are your predictions for the
future?

Part D

Although people had predicted that
things would be better once Jennifer
was permanently in the job, they in
fact became more problematic.

People now expected Jennifer to be
able to take decisive action. She did
not feel she could.

Every time an issue came up,
she would spend weeks, sometimes
months, trying to get a sense of the
campus. Nothing moved once it hit
her office. After a while, people
began referring to the vice presi-
dent’s office as “the black hole”
where things just went in and disap-
peared.

Her immediate staff were con-
cerned and frustrated. Not only did
she not delegate effectively, but her
desire to make things better led 
her to try to do more and more 
herself.

The vice president’s job also car-
ried social obligations and requests.
Here again, she tried to please every-
one and often ran from one evening
obligation to another, trying to show
her support and concern for every
constituency on campus. She was
exhausted, overwhelmed, and know-
ing the mandate under which she was
appointed, anxious about the presi-
dent’s evaluation of her behavior.

The greatest deterioration
occurred within her Dean’s Council.
Several of the male Deans, weary of
waiting for direction from Jennifer
regarding where she was taking
some of the academic proposals of
the president, had started making
decisions without Jennifer’s approval.

“Loose cannons,” was how she
described a couple of them. “They
don’t listen. They just march out
there on their own.”

One of the big problems with
two of the deans was that they just
didn’t take no for an answer when it
came from Jennifer. Privately, each
conceded that her “no” sounded like
a “maybe.” She always left room
open to renegotiate.

Whatever the problem, and
there were several by now,
Jennifer’s ability to lead was being
questioned. Although her populari-
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ty was as high as ever, more and
more people on campus were
expressing their frustrations with
what sometimes appeared as mixed
signals from her and the president
and sometimes was seen as virtual-
ly no direction. People wanted pri-
orities. Instead, crisis management
reigned.

Questions

1. If you were president, what
would you do?

2. If you were Jennifer, what would
you do?
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Conclusion

Jennifer had a few “retreats” with her
senior staff. Each time, she committed
herself to delegate more, prioritize,
and work on time management issues,
but within 10 days or so, everything
was back to business as usual.

The president decided to hire a
person with extensive corporate
experience to fill the vacant position
of vice president of Finance and
Administration. The new man was
an experienced team player who had
survived mergers, been fired and
bounced back, and had spent years
in the number two position in sever-

al companies. Within a few months
he had earned the respect of the
campus as well as the president and
was in fact emerging as the person
who really ran the place. Meanwhile,
the president concentrated on exter-
nal affairs and fund raising.

Jennifer felt relieved. Her role
felt clearer. She could devote herself
to academic and faculty issues and
she was out from under the pressure
to play “hatchet man.”

As she neared the magic age
for early retirement, she began to
talk more and more about what she
wanted to do next. ■



Procedure
1. Make a list of the attributes that describe the best

manager you ever worked for. If you have trouble
identifying an actual manager, make a list of attributes
you would like the manager in your next job to have.

2. Form a group of four or five persons and share your
lists.

3. Create one list that combines all the unique attributes
of the “best” managers represented in your group.
Make sure that you have all attributes listed, but list 

each only once. Place a check mark next to those that
were reported by two or more members. Have one of
your members prepared to present the list in general
class discussion.

4. After all groups have finished Step 3, spokespersons
should report to the whole class. The instructor will
make a running list of the “best” manager attributes
as viewed by the class.

5. Feel free to ask questions and discuss the results.

306

e X P E R I E N T I A L  e X E R C I S E S

EXERC I S E  1

My Best Manager
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Contributed by Barbara K. Goza, Visiting Associate Professor, University of California Santa 
Cruz and Associate Professor California State Polytechnic University, Pomona.
From Journal of Management Education, 1993.

Procedure
1. Complete the following sentences with as many endings as possible.

1. When I first came to this class, I thought . . .
2. My greatest concern this term is . . .
3. In 3 years I will be . . .
4. The greatest challenge facing the world today is . . .
5. Organizational behavior specialists do . . .
6. Human resources are . . .
7. Organizational research is . . .
8. The most useful question I’ve been asked is . . .
9. The most important phenomenon in organizations is . . .

10. I learn the most when . . .
2. Your instructor will guide you in a class discussion about your responses. Pay careful

attention to similarities and differences among various students’ answers.

EXERC I S E  3

My Best Job

EXERC I S E  4

What Do You Value in Work?

Procedure
1. Make a list of the top five things you expect from your

first (or next) full-time job.
2. Exchange lists with a nearby partner. Assign probabil-

ities (or odds) to each goal on your partner’s list to
indicate how likely you feel it is that the goal can be
accomplished. (Note: Your instructor may ask that
everyone use the same probabilities format.)

3. Discuss your evaluations with your partner. Try to
delete superficial goals or modify them to become
more substantial. Try to restate any unrealistic goals

to make them more realistic. Help your partner do 
the same.

4. Form a group of four to six persons. Within the group
have everyone share what they now consider to be
the most “realistic” goals on their lists. Elect a
spokesperson to share a sample of these items with
the entire class.

5. Discuss what group members have individually
learned from the exercise. Await further class discus-
sion led by your instructor.

EXERC I S E  2

Graffiti Needs Assessment:
Involving Students in the First Class Session

Procedure
1. The following nine items are from a survey conducted by Nicholas J. Beutell and 

O. C. Brenner (“Sex Differences in Work Values,” Journal of Vocational Behavior, Vol. 
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Source: Adapted from Roy J. Lewicki, Donald D. Bowen, Douglas T. Hall, and Francine S. Hall,
Experiences in Management and Organizational Behavior, 3rd ed. (New York: John Wiley & Sons,
Inc., 1988), pp. 23–26. Used by permission.

28, pp. 29–41, 1986). Rank order the nine items in terms of how important (9 = most
important) they would be to you in a job.

How important is it to you to have a job that:
____ Is respected by other people?
____ Encourages continued development of knowledge and skills?
____ Provides job security?
____ Provides a feeling of accomplishment?
____ Provides the opportunity to earn a high income?
____ Is intellectually stimulating?
____ Rewards good performance with recognition?
____ Provides comfortable working conditions?
____ Permits advancement to high administrative responsibility?

2. Form into groups as designated by your instructor. Within each group, the men in the
group will meet to develop a consensus ranking of the items as they think the women
in the Beutell and Brenner survey ranked them. The reasons for the rankings should
be shared and discussed so they are clear to everyone. The women in the group
should not participate in this ranking task. They should listen to the discussion and
be prepared to comment later in class discussion. A spokesperson for the men in the
group should share the group’s rankings with the class.

3. (Optional) Form into groups as designated by your instructor, but with each group
consisting entirely of men or women. Each group should meet and decide which of
the work values members of the opposite sex ranked first in the Beutell and Brenner
survey. Do this again for the work value ranked last. The reasons should be dis-
cussed, along with reasons that each of the other values probably was not ranked first
. . . or last. A spokesperson for each group should share group results with the rest of
the class.

EXERC I S E  5

My Asset Base
A business has an asset base or set of resources that it uses to produce a good or service
of value to others. For a business, these are the assets or resources it uses to achieve
results, including capital, land, patented products or processes, buildings and equipment,
raw materials, and the human resources or employees, among others.

Each of us has an asset base that supports our ability to accomplish the things we set
out to do. We refer to our personal assets as talents, strengths, or abilities. We probably inherit
our talents from our parents, but we acquire many of our abilities and strengths through
learning. One thing is certain: we feel very proud of the talents and abilities we have.

Procedure
1. Printed here is a T chart that you are to fill out. On the right-hand side of the T, list

four or five of your accomplishments— things you have done of which you are most
proud. Your accomplishments should only include those things for which you can
take credit, those things for which you are primarily responsible. If you are proud of the
sorority to which you belong, you may be justifiably proud, but don’t list it unless you 
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can argue that the sorority’s excellence is due primarily to your efforts. However, if
you feel that having been invited to join the sorority is a major accomplishment for
you, then you may include it.

When you have completed the right-hand side of the chart, fill in the left-hand
side by listing talents, strengths, and abilities that you have that have enabled you to
accomplish the outcomes listed on the right-hand side.

My Asset Base

ASSETS ACHIEVEMENTS 
Talents, abilities, strengths AND ACCOMPLISHMENTS

Source: Adapted from Donald D. Bowen et al., Experiences in Management and Organizational
Behavior, 4th ed. (New York: John Wiley & Sons, Inc.), 1997.

2. Share your lists with other team members. As each member takes turn sharing his or
her list, pay close attention to your own perceptions and feelings. Notice the effect
this has on your attitudes toward the other team members.

3. Discuss these questions in your group:
(a) How did your attitudes and feelings toward other members of the team change as

you pursued the activity? What does this tell you about the process whereby we
come to get to know and care about people?

(b) How did you feel about the instructions the instructor provided? What did you
expect to happen? Were your expectations accurate?

EXERC I S E  6

Expatriate Assignments
Contributed by Robert E. Ledman, Morehouse College

Source: Robert E. Ledman, Gannon University. Presented in the
Experiential Exercise Track of the 1996 ABSEL Conference and
published in the Proceedings of that conference.

This exercise focuses on issues related to workers facing
international assignments. It illustrates that those work-
ers face a multitude of issues. It further demonstrates
that managers who want employees to realize the maxi-
mum benefits of international assignments should be
aware of, and prepared to deal with, those issues. Some 

of the topics that are easily addressed with this exercise
include the need for culture and language training for the
employees and their families and the impact that interna-
tional assignments may have on an employee’s family and
how that may affect an employee’s willingness to seek
such assignments.

Procedure
1. Form into “families” of four or five. Since many stu-

dents today have only one parent at home, it is helpful
if some groups do not have students to fill both 
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parental roles in the exercise. Each student is
assigned to play a family member and given a descrip-
tion of that person. Descriptions of family members
are given below.

2. Enter into a 20-minute discussion to explore how a
proposed overseas assignment will affect the family
members. Your goal is to try to reach a decision about
whether the assignment should be taken. You must
also decide whether the entire family or only the 
family member being offered the assignment will relo-
cate. The assignment is for a minimum of 2 years,
with possible annual extensions resulting in a total of
4 years, and your family, or the member offered the
assignment will be provided, at company expense, one
trip back to the states each year for a maximum peri-
od of 15 days. The member offered the assignment
will not receive any additional housing or cost-of-living
supplements described in the role assignment if he or
she chooses to go overseas alone and can expect his
or her living expenses to exceed substantially the liv-
ing allowance being provided by the company. In your
discussion, address the following questions:

(a) What are the most important concerns your fami-
ly has about relocating to a foreign country?

(b) What information should you seek about the pro-
posed host country to be able to make a more
informed decision?

(c) What can the member offered the assignment 
do to make the transition easier if he or she 
goes overseas alone? If the whole family 
relocates?

(d) What should the member offered the assignment
do to ensure that this proposed assignment will
not create unnecessary stress for him or her and
the rest of the family?

(e) What lessons for managers of expatriate
assignees are presented by the situation in this
exercise?

Try to reach some “family” consensus. If a consensus is
not possible, however, resolve any differences in the
manner you think the family in the role descriptions
would ultimately resolve any differences.

3. Share your answers with the rest of the class. Explain
the rationale for your answers and answer questions
from the remainder of the class.

4. (Optional) After each group has reported on a given
question, the instructor may query the class about
how their answers are consistent, or inconsistent, with
common practice of managers as described in the
available literature.

Descriptions of Family Members
Person Being Offered Overseas Assignment

This person is a middle- to upper-level executive who is on
a fast track to senior management. He or she has been
offered the opportunity to manage an overseas operation,
with the assurance of a promotion to a vice presidency
upon return to the States. The company will pay all reloca-
tion expenses, including selling costs for the family home
and the costs associated with finding a new home upon
return. The employer will also provide language training
for the employee and cultural awareness training for the
entire family. The employee will receive a living allowance
equal to 20 percent of his or her salary. This should be ade-
quate to provide the family a comparable standard of living
to that which is possible on the employee’s current salary.

Spouse of the Person Offered an Overseas
Assignment (Optional)

This person is also a professional with highly trans-
ferrable skills and experience for the domestic market. It
is unknown how easily he or she may be able to find
employment in the foreign country. This person’s income,
though less than his or her spouse’s, is necessary if the
couple is to continue paying for their child’s college
tuition and to prepare for the next child to enter college in
two years. This person has spent 15 years developing a
career, including completing a degree at night.

Oldest Child

This child is a second semester junior in college and is
on track to graduate in 16 months. Transferring at this
time would probably mean adding at least one semester
to complete the degree. He or she has been dating the
same person for over a year; they have talked about get-
ting married immediately after graduation, although they
are not yet formally engaged.

Middle Child

This child is a junior in high school. He or she has already
begun visiting college campuses in preparation for apply-
ing in the fall. This child is involved in a number of school
activities; he or she is photographer for the yearbook and
plays a varsity sport. This child has a learning disability for
which services are being provided by the school system.

Youngest Child

This child is a middle school student, age 13. He or she
is actively involved in Scouting and takes piano lessons.
This child has a history of medical conditions that have
required regular visits to the family physician and special-
ists. This child has several very close friends who have
attended the same school for several years.
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EXERC I S E  7

Cultural Cues
Contributed by Susan Rawson Zacur and W. Alan Randolph, University of Baltimore

Introduction
In the business context, culture involves shared beliefs and expectations that govern the
behavior of people. In this exercise, foreign culture refers to a set of beliefs and expecta-
tions different from those of the participant’s home culture (which has been invented by
the participants).

Procedure
1. (10–15 minutes) Divide into two groups, each with color-coded badges. For example,

the blue group could receive blue Post-it notes and the yellow group could receive
yellow Post-it notes. Print your first name in bold letters on the badge and wear it
throughout the exercise.

Work with your group members to invent your own cultural cues. Think about the
kinds of behaviors and words that will signify to all members that they belong together
in one culture. For each category provided below, identify and record at least one impor-
tant attribute for your culture.

Once you have identified desirable cultural aspects for your group, practice them. It
is best to stand with your group and to engage one another in conversations involving two
or three people at a time. Your aim in talking with one another is to learn as much as pos-
sible about each other—hobbies, interests, where you live, what your family is like, what
courses you are taking; and so on, all the while practicing the behaviors and words identi-
fied above. It is not necessary for participants to answer questions of a personal nature
truthfully. Invention is permissible because the conversation is only a means to the end of
cultural observation. Your aim at this point is to become comfortable with the indicators
of your particular culture. Practice until the indicators are second nature to you.

2. Now assume that you work for a business that has decided to explore the potential for
doing business with companies in a different culture. You are to learn as much as pos-
sible about another culture. To do so, you will send from one to three representatives
from your group on a “business trip” to the other culture. These representatives must,
insofar as possible, behave in a manner that is consistent with your culture. At the
same time, each representative must endeavor to learn as much as possible about the

Cultural Cues: Your Culture:

Facial expression: __________________________________________________
Eye contact (note: you must __________________________________________________

have some eye contact in __________________________________________________
order to observe others): __________________________________________________

Handshake: __________________________________________________
Body language (note: must be __________________________________________________

evident while standing): __________________________________________________
Key words or phrases: __________________________________________________

Source: Adapted by Susan Rawson Zacur and W. Alan Randolph from Journal of Management
Education, Vol. 17, No. 4 (November 1993) pp. 510–516.
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people in the other culture, while keeping eyes and ears open to cultural attributes that
will be useful in future negotiations with foreign businesses. (Note: At no time will it be
considered ethical behavior for the representative to ask direct questions about the for-
eign culture’s attributes. These must be gleaned from firsthand experience.)

While your representatives are away, you will receive one or more exchange visi-
tors from the other culture, who will engage in conversation as they attempt to learn
more about your organizational culture. You must strictly adhere to the cultural
aspects of your own culture while you converse with the visitors.

3. (5–10 minutes) All travelers return to your home cultures. As a group, discuss and
record what you have learned about the foreign culture based on the exchange of vis-
itors. This information will serve as the basis for orienting the next representatives
who will make a business trip.

4. (5–10 minutes) Select one to three different group members to make another trip to
the other culture to check out the assumptions your group has made about the other
culture. This “checking out” process will consist of actually practicing the other cul-
ture’s cues to see whether they work.

5. (5–10 minutes) Once the traveler(s) have returned and reported on findings, as a
group, prepare to report to the class what you have learned about the other culture.

EXERC I S E  8

Prejudice in Our Lives
Contributed by Susan Schor of Pace University and Annie McKee of The Wharton School,
University of Pennsylvania with the assistance of Ariel Fishman of The Wharton School

Procedure
1. As a large class group, generate a list of groups that

tend to be targets of prejudice and stereotypes in our
culture—such groups can include gender, race, eth-
nicity, sexual orientation, region, religion, and so on.
After generating a list, either as a class or in small
groups, identify a few common positive and negative
stereotypes associated with each group. Consider also
relationships or patterns that exist between some of
the lists. Discuss the implications for groups that have
stereotypes that are valued in organizations versus
groups whose stereotypes are viewed negatively in
organizations.

2. As an individual, think about the lists you have now
generated, and list those groups with which you iden-
tify. Write about an experience in which you were
stereotyped as a member of a group. Ask yourself the
following questions and write down your thoughts:

(a) What group do I identify with?
(b) What was the stereotype?
(c) What happened? When and where did the inci-

dent occur? Who said what to whom?
(d) What were my reactions? How did I feel? What

did I think? What did I do?

(e) What were the consequences? How did the inci-
dent affect myself and others?

3. Now, in small groups, discuss your experiences.
Briefly describe the incident and focus on how the
incident made you feel. Select one incident from the
ones shared in your group to role play for the class.
Then, as a class, discuss your reactions to each role
play. Identify the prejudice or stereotype portrayed,
the feelings the situation evoked, and the conse-
quences that might result from such a situation.

4. Think about the prejudices and stereotypes you hold
about other people. Ask yourself, “What groups do I
feel prejudice toward? What stereotypes do I hold
about members of each of these groups? How may
such a prejudice have developed—did a family mem-
ber or close friend or television influence you to
stereotype a particular group in a certain way?

5. Now try to identify implications of prejudice in the
workplace. How do prejudice and stereotypes affect
workers, managers, relationships between people, and
the organization as a whole? Consider how you might
want to change erroneous beliefs as well as how you
would encourage other people to change their own
erroneous beliefs.
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EXERC I S E  9

How We View Differences
Contributed by Barbara Walker

Introduction
Clearly, the workplace of the future will be much more
diverse than it is today: more women, more people of color,
more international representation, more diverse lifestyles
and ability profiles, and the like. Managing a diverse work-
force and working across a range of differences is quickly
becoming a “core competency” for effective managers.

Furthermore, it is also becoming clear that diversity
in a work team can significantly enhance the creativity
and quality of the team’s output. In today’s turbulent 
business environment, utilizing employee diversity will
give the manager and the organization a competitive
edge in tapping all of the available human resources
more effectively. This exercise is an initial step in the
examination of how we work with people whom we see
as different from us. It is fairly simple, straightforward,
and safe, but its implications are profound.

Procedure
1. Read the following:

Imagine that you are traveling in a rental car in a city you have
never visited before. You have a one hour drive on an uncrowd-
ed highway before you reach your destination. You decide that
you would like to spend the time listening to some of your
favorite kind of music on the car radio.

The rental car has four selection buttons available, each
with a preset station that plays a different type of music. One
plays country music, one plays rock, one plays classical, and one
plays jazz. Which type of music would you choose to listen to for
the next hour as you drive along? (Assume you want to relax
and just stick with one station; you don’t want to bother switch-
ing around between stations.)

2. Form into groups based on the type of music that you
have chosen. All who have chosen country will meet
in an area designated by the instructor. Those who
chose rock will meet in another area, etc. In your
groups, answer the following question. Appoint one
member to be the spokesperson to report your
answers back to the total group.

Question
For each of the other groups, what words would you use
to describe people who like to listen to that type of
music?

3. Have each spokesperson report the responses of her
or his group to the question in step 2. Follow with
class discussion of these additional questions:
(a) What do you think is the purpose or value of this

exercise?
(b) What did you notice about the words used to

describe the other groups? Were there any sur-
prises in this exercise for you?

(c) Upon what sorts of data do you think these
images were based?

(d) What term do we normally use to describe these
generalized perceptions of another group?

(e) What could some of the consequences be?
(f ) How do the perceptual processes here relate to

other kinds of intergroup differences, such as
race, gender, culture, ability, ethnicity, health, age,
nationality, etc.?

(g) What does this exercise suggest about the ease
with which intergroup stereotypes form?

(h) What might be ways an organization might facili-
tate the valuing and utilizing of differences
between people?

Source: Exercise developed by Barbara Walker, a pioneer on
work on valuing differences. Adapted for this volume by
Douglas T. Hall. Used by permission of Barbara Walker.

EXERC I S E  10

Alligator River Story
The Alligator River Story
There lived a woman named Abigail who was in love with
a man named Gregory. Gregory lived on the shore of a
river. Abigail lived on the opposite shore of the same 

Source: From Sidney B. Simon, Howard Kirschenbaum, and
Leland Howe, Values Clarification, The Handbook, revised edition,
copyright © 1991, Values Press, P.O. Box 450, Sunderland, MA.
01375. Send for a list of other strategy books from Value Press.
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river. The river that separated the two lovers was teeming
with dangerous alligators. Abigail wanted to cross the
river to be with Gregory. Unfortunately, the bridge had
been washed out by a heavy flood the previous week. 
So she went to ask Sinbad, a riverboat captain, to take
her across. He said he would be glad to if she would con-
sent to go to bed with him prior to the voyage. She
promptly refused and went to a friend named Ivan to
explain her plight. Ivan did not want to get involved at 
all in the situation. Abigail felt her only alternative was 
to accept Sinbad’s terms. Sinbad fulfilled his promise 
to Abigail and delivered her into the arms of 
Gregory.

When Abigail told Gregory about her amorous
escapade in order to cross the river, Gregory cast her aside
with disdain. Heartsick and rejected, Abigail turned to Slug
with her tail of woe. Slug, feeling compassion for Abigail,
sought out Gregory and beat him brutally. Abigail was 
overjoyed at the sight of Gregory getting his due. As the
sun set on the horizon, people heard Abigail laughing at
Gregory.

Procedure
1. Read “The Alligator River Story.”

2. After reading the story, rank the five characters in the
story beginning with the one whom you consider the
most offensive and end with the one whom you con-
sider the least objectionable. That is, the character
who seems to be the most reprehensible to you
should be entered first in the list following the story,
then the second most reprehensible, and so on, with
the least reprehensible or objectionable being entered
fifth. Of course, you will have your own reasons as to
why you rank them in the order that you do. Very
briefly note these too.

3. Form groups as assigned by your instructor (at least
four persons per group with gender mixed).

4. Each group should:
a. Elect a spokesperson for the group
b. Compare how the group members have ranked

the characters
c. Examine the reasons used by each of the mem-

bers for their rankings
d. Seek consensus on a final group ranking

5. Following your group discussions, you will be asked to
share your outcomes and reasons for agreement or 
non-agreement. A general class discussion will then be
held.

EXERC I S E  11

Teamwork and Motivation
Contributed by Dr. Barbara McCain, Oklahoma City University

Procedure
1. Read this situation.
You are the owner of a small manufacturing corporation. Your company manufactures widgets—a
commodity. Your widget is a clone of nationally known widgets. Your widget, “WooWoo,” is less
expensive and more readily available than the nationally known brand. Presently, the sales are high.
However, there are many rejects, which increases your cost and delays the delivery. You have 50
employees in the following departments: sales, assembly, technology, and administration.

2. In groups, discuss methods to motivate all of the employees in the organization—
rank order them in terms of preference.

3. Design an organization motivation plan that encourages high job satisfaction, low
turnover, high productivity, and high-quality work.

4. Is there anything special you can do about the minimum wage service worker? How
do you motivate this individual? On what motivation theory do you base your decision?

5. Report to the class your motivation plan. Record your ideas on the board and allow all
groups to build on the first plan. Discuss additions and corrections as the discussion
proceeds.
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EXERC I S E  12

The Downside of Punishment
Contributed by Dr. Barbara McCain, Oklahoma City University

Worksheet

Directions: Fill in the right-hand column with descriptive terms. These terms should
suggest a change in behavior from individual work to teamwork.

Individual Worker Team Member

Talks
Me oriented
Department focused
Competitive
Logical
Written messages
Image
Secrecy
Short-term sighted
Immediate results
Critical
Tenure

Procedure
There are numerous problems associated with using punishment or discipline to change
behavior. Punishment creates negative effects in the workplace. To better understand
this, work in your group to give an example of each of the following situations:

1. Punishment may not be applied to the person whose behavior you want to change.

2. Punishment applied over time may suppress the occurrence of socially desirable
behaviors.

3. Punishment creates a dislike of the person who is implementing the punishment.

4. Punishment results in undesirable emotions such as anxiety and agressiveness.



316 THE OB SKILLS WORKBOOK

5. Punishment increases the desire to avoid punishment.

6. Punishing one behavior does not guarantee that the desired behavior will occur.

7. Punishment follow-up requires allocation of additional resources.

8. Punishment may create a communication barrier and inhibit the flow of information.

Source: Adapted from class notes: Dr. Larry Michaelson, Oklahoma University.

EXERC I S E  13

Annual Pay Raises
Procedure
1. Read the job descriptions below and decide on a percentage pay increase for each of

the eight employees.
2. Make salary increase recommendations for each of the eight managers that you

supervise. There are no formal company restrictions on the size of raises you give,
but the total for everyone should not exceed the $10,900 (a 4-percent increase in the
salary pool) which has been budgeted for this purpose. You have a variety of informa-
tion upon which to base the decisions, including a “productivity index” (PI), which
Industrial Engineering computes as a quantitative measure of operating efficiency for
each manager’s work unit. This index ranges from a high of 10 to a low of 1. Indicate
the percentage increase you would give each manager in the blank space next to each
manager’s name. Be prepared to explain why.
____ A. Alvarez Alvarez is new this year and has a tough work group whose task is

dirty and difficult. This is a hard position to fill, but you don’t feel Alvarez is par-
ticularly good. The word around is that the other managers agree with you. PI =
3. Salary = $33,000.

____ B. J. Cook Cook is single and a “swinger” who enjoys leisure time. Everyone
laughs at the problems B.J. has getting the work out, and you feel it certainly is
lacking. Cook has been in the job 2 years. PI = 3. Salary = $34,500.

____ Z. Davis In the position 3 years, Davis is one of your best people, even though
some of the other managers don’t agree. With a spouse who is independently
wealthy, Davis doesn’t need money but likes to work. PI = 7. Salary = $36,600.

____ M. Frame Frame has personal problems and is hurting financially. Others gos-
sip about Frame’s performance, but you are quite satisfied with this second-year
employee. PI = 7. Salary = $34,700.
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EXERC I S E  14

Tinker Toys
Contributed by Bonnie McNeely, Murray State University

Materials Needed
Tinker toy sets.

Procedure
1. Form groups as assigned by the instructor. The mis-

sion of each group or temporary organization is to
build the tallest possible tinker toy tower. Each group
should determine worker roles: at least four students
will be builders, some will be consultants who offer
suggestions, and the remaining students will be
observers who remain silent and complete the obser-
vation sheet provided below.

Observation Sheet
1. What planning activities were observed?

Did the group members adhere to the rules?

2. What organizing activities were observed?

Source: Adapted from Bonnie McNeely, “Using the Tinker Toy Exercise to Teach the Four
Functions of Management, Journal of Management Education, Vol. 18, No. 4 (November 1994),
468–472.

____ C.M. Liu Liu is just finishing a fine first year in a tough job. Highly respected
by the others, Liu has a job offer in another company at a 15-percent increase in
salary. You are impressed, and the word is that the money is important. PI = 9.
Salary = $34,000.

____ B. Ratin Ratin is a first-year manager whom you and the others think is doing
a good job. This is a bit surprising since Ratin turned out to be a “free spirit”
who doesn’t seem to care much about money or status. PI = 9. Salary = $33,800.

____ H. Smith A first-year manager recently divorced and with two children to sup-
port as a single parent. The others like Smith a lot, but your evaluation is not
very high. Smith could certainly use extra money. PI = 5. Salary = $33,000.

____ G. White White is a big spender who always has the latest clothes and a new
car. In the first year on what you would call an easy job, White doesn’t seem to
be doing very well. For some reason, though, the others talk about White as the
“cream of the new crop.” PI = 5. Salary = $33,000.

3. Convene in a group of four to seven persons and share your raise decision.
4. As a group, decide on a new set of raises and be prepared to report them to the rest

of the class. Make sure that the group spokesperson can provide the rationale for
each person’s raise.

5. The instructor will call on each group to report its raise decisions. After discussion,
an “expert’s” decision will be given.

2. Rules for the exercise:
a. Fifteen minutes allowed to plan the tower, but only

60 seconds to build.
b. No more than two Tinker Toy pieces can be put

together during the planning.
c. All pieces must be put back in the box before the

competition begins.
d. Completed tower must stand alone.
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Was the task divided into subtasks? Division of labor?

3. Was the group motivated to succeed? Why or why not?

4. Were any control techniques observed?

Was a time keeper assigned?

Were backup plans discussed?

5. Did a clear leader emerge from the group?

What behaviors indicated that this person was the leader?

How did the leader establish credibility with the group?

6. Did any conflicts within the group appear?

Was there a power struggle for the leadership position?

EXERC I S E  15

Job Design Preferences
Procedure
1. Use the left column to rank the following job characteristics in the order most impor-

tant to you (1=highest to 10=lowest). Then use the right column to rank them in the
order you think they are most important to others.

____ Variety of tasks ____
____ Performance feedback ____
____ Autonomy/freedom in work ____
____ Working on a team ____
____ Having responsibility ____
____ Making friends on the job ____
____ Doing all of a job, not part ____
____ Importance of job to others ____
____ Having resources to do well ____
____ Flexible work schedule ____

2. Form work groups as assigned by your instructor. Share your rankings with other
group members. Discuss where you have different individual preferences and where
your impressions differ from the preferences of others. Are there any major patterns
in your group—for either the “personal” or the “other” rankings? Develop group con-
sensus rankings for each column. Designate a spokesperson to share the group rank-
ings and results of any discussion with the rest of the class.
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EXERC I S E  16

My Fantasy Job
Contributed by Lady Hanson, California State Polytechnic University, Pomona

Instructions
1. Think about a possible job that represents what you consider to be your ideal or “fanta-

sy” job. For discussion purposes, try to envision it as a job you would hold within a year
of finishing your current studies. Write down a brief description of that job in the space
below. Start the description with the following words—My fantasy job would be . . .

2. Review the description of the Hackman/Oldham model of Job Characteristics Theory
offered in the textbook. Note in particular the descriptions of the core characteristics.
Consider how each of them could be maximized in your fantasy job. Indicate in the
spaces that follow how specific parts of your fantasy job will fit into or relate to each
of the core characteristics.

a) Skill variety:

b) Task identity:

c) Task significance:

d) Autonomy:

e) Job feedback:

3. Form into groups as assigned by your instructor. In the group have each person
share his or her fantasy job and the descriptions of its core characteristics. Select one
person from your group to tell the class as a whole about her/his fantasy job. Be pre-
pared to participate in general discussion regarding the core characteristics and how
they may or may not relate to job performance and job satisfaction. Consider also the
likelihood that the fantasy jobs of class members are really attainable—in other
words: Can “fantasy” become fact?

EXERC I S E  17

Eggsperiential Exercise
Contributed by Dr. Barbara McCain, Oklahoma City University

Materials Needed
1 raw egg per group

6 plastic straws per group

1 yard of plastic tape

1 large plastic jar
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Procedure
1. Form into equal groups of five to seven people.
2. The task is to drop an egg from the chair onto the

plastic without breaking the egg. Groups can evaluate
the materials and plan their task for 10 minutes.
During this period the materials may not be handled.

3. Groups have 10 minutes for construction.
4. One group member will drop the egg while standing

on top of a chair in front of the class. One by one a
representative from each group will drop their eggs.

5. Optional: Each group will name the egg.
6. Each group discusses their individual/group behav-

iors during this activity. Optional: This analysis may
be summarized in written form. The following ques-
tions may be utilized in the analysis:
(a) What kind of group is it? Explain.
(b) Was the group cohesive? Explain.
(c) How did the cohesiveness relate to performance?

Explain.
(d) Was there evidence of group think? Explain.
(e) Were group norms established? Explain.
(f) Was there evidence of conflict? Explain.
(g) Was there any evidence of social loafing? Explain.

EXERC I S E  18

Scavenger Hunt—Team Building
Contributed by Michael R. Manning and Paula J. Schmidt, New Mexico State University

Source: Adapted from Michael R. Manning and Paula J. Schmidt,
Journal of Management Education, Building Effective Work
Teams: A Quick Exercise Based on a Scavenger Hunt.
(Thousand Oaks, CA: Sage Publications, 1995), pp. 392–398.
Used by permission. Reference for list of items for scavenger
hunt from C. E. Larson and F. M. Lafas, Team Work: What Must
Go Right/What Can Go Wrong (Newbury Park, CA: Sage
Publications, 1989).

Introduction
Think about what it means to be a part of a team—a suc-
cessful team. What makes one team more successful
than another? What does each team member need to do
in order for their team to be successful? What are the
characteristics of an effective team?

Procedure
1. Form teams as assigned by your instructor. Locate

the items on the list below while following these
important rules:
a. Your team must stay together at all times—that is,

you cannot go in separate directions.
b. Your team must return to the classroom in the

time allotted by the instructor.
The team with the most items on the list will be
declared the most successful team.

2. Next, reflect on your team’s experience. What did each
team member do? What was your team’s strategy? What
made your team effective? Make a list of the most im-
portant things your team did to be succesful. Nominate
a spokesperson to summarize your team’s discussion
for the class. What items were similar between teams?
That is, what helped each team to be effective?

Items for Scavenger Hunt
Each item is to be identified and brought back to the
classroom.

1. A book with the word “team” in the title.
2. A joke about teams that you share with the class.
3. A blade of grass from the university football field.
4. A souvenir from the state.
5. A picture of a team or group.
6. A newspaper article about a team.
7. Compose a team song and perform it for the 

class.
8. A leaf from an oak tree.
9. Stationery from the Dean’s office.

10. A cup of sand.
11. A pine cone.
12. A live reptile. (Note: Sometimes a team member has

one for a pet or the students are ingenious enough
to visit a local pet store.)

13. A definition of group “cohesion” that you share with
the class.

14. A set of chopsticks.
15. Bring back three cans of vegetables.
16. A branch of an elm tree.
17. Find and share three unusual items with the 

class.
18. A ball of cotton
19. The ear from a prickly pear cactus.
20. A group name.

(Note: Items may be substituted as appropriate for 
your locale.)
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EXERC I S E  19

Work Team Dynamics

Introduction
Think about your course work team, a work team you are involved in for another course,
or any other team suggested by the instructor. Indicate how often each of the following
statements accurately reflects your experience in the team. Use this scale:

1=Always 2=Frequently 3=Sometimes 4=Never

____ 1. My ideas get a fair hearing.

____ 2. I am encouraged for innovative ideas and risk taking.

____ 3. Diverse opinions within the team are encouraged.

____ 4. I have all the responsibility I want.

____ 5. There is a lot of favoritism shown in the team.

____ 6. Members trust one another to do their assigned work.

____ 7. The team sets high standards of performance excellence.

____ 8. People share and change jobs a lot in the team.

____ 9. You can make mistakes and learn from them in this team.

____ 10. This team has good operating rules.

Procedure
Form groups as assigned by your instructor. Ideally, this will be the team you have just
rated. Have all team members share their ratings, and make one master rating for the
team as a whole. Circle the items on which there are the biggest differences of opinion.
Discuss those items and try to find out why they exist. In general, the better a team
scores on this instrument, the higher its creative potential. If everyone has rated the
same team, make a list of the five most important things members can do to improve its
operations in the future. Nominate a spokesperson to summarize the team discussion for
the class as a whole.

Source: Adapted from William Dyer, Team Building, ed. 2 (Reading, MA: Addison-Wesley, 1987), pp.
123–125.

EXERC I S E  20

Identifying Group Norms
Procedure
1. Choose an organization you know quite a bit about.



Source: Adapted from Donald D. Bowen, et al., Experiences in
Management and Organizational Behavior, 4th ed. (New York:
John Wiley & Sons, Inc.), 1997.
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2. Complete the questionnaire below, indicating your responses using one of the 
following:

If an employee in this organization were to . . . Most other employees would:

1. Show genuine concern for the problems that face the organization and 
make suggestions about solving them . . . ____

2. Set very high personal standards of performance . . . ____
3. Try to make the work group operate more like a team when dealing with 

issues or problems . . . ____
4. Think of going to a supervisor with a problem . . .
5. Evaluate expenditures in terms of the benefits they will provide for the 

organization . . . ____
6. Express concern for the well-being of other members of the organization . . . ____
7. Keep a customer or client waiting while looking after matters of personal 

convenience . . . ____
8. Criticize a fellow employee who is trying to improve things in the work 

situation . . . ____
9. Actively look for ways to expand his/her knowledge to be able to do a 

better job . . . ____
10. Be perfectly honest in answering this questionnaire . . . ____

Scoring
A = +2, B = +1, C = 0, D = –1, E = –2

1. Organizational/Personal Pride 6. Colleague/Associate Relations
Score ____ Score ____

2. Performance/Excellence 7. Customer/Client Relations
Score ____ Score ____

3. Teamwork/Communication 8. Innovativeness/Creativity
Score ____ Score ____

4. Leadership/Supervision 9. Training/Development
Score ____ Score ____

5. Profitability/Cost Effectiveness 10. Candor/Openness
Score ____ Score ____

(a) Strongly agree or encourage it.
(b) Agree with it or encourage it.
(c) Consider it unimportant.
(d) Disagree with or discourage it.
(e) Strongly disagree with or discourage it.

EXERC I S E  21

Workgroup Culture
Contributed by Conrad N. Jackson, MPC, Inc.

Procedure
1. The bipolar scales on this instrument can be used to

evaluate a group’s process in a number of useful ways. 
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EXERC I S E  22

The Hot Seat
Contributed by Barry R. Armandi, SUNY-Old Westbury

Use it to measure where you see the group to be at
present. To do this, circle the number that best repre-
sents how you see the culture of the group. You can also
indicate how you think the group should function by
using a different symbol, such as a square (�), or a
caret (^) to indicate how you saw the group at some
time in the past.

2. (a) If you are assessing your own group, have 
everyone fill in the instrument, summarize the
scores, then discuss their bases (what members
say and do that has led to these interpretations)
and implications. This is often an extremely pro-
ductive intervention to improve group or team
functioning.

(b) If you are assessing another group, use the
scores as the basis for your feeback. Be sure to
provide specific feedback on behavior you have

1. Trusting 1 : 2 : 3 : 4 : 5 Suspicious
2. Helping 1 : 2 : 3 : 4 : 5 Ignoring, blocking
3. Expressing 1 : 2 : 3 : 4 : 5 Suppressing feelings

feelings
4. Risk taking 1 : 2 : 3 : 4 : 5 Cautious
5. Authenticity 1 : 2 : 3 : 4 : 5 Game playing
6. Confronting 1 : 2 : 3 : 4 : 5 Avoiding
7. Open 1 : 2 : 3 : 4 : 5 Hidden, diplomatic

Procedure
1. Form into groups as assigned by your instructor.
2. Read the following situation.

A number of years ago, Professor Stevens was asked
to attend a departmental meeting at a university. He had
been on leave from the department, but a junior faculty
member discreetly requested that he attend to protect
the rights of the junior faculty. The Chair, or head of the 
department, was a typical Machiavellian, whose only con-
cerns were self-serving. Professor Stevens had a number
of previous disagreements with the Chair. The heart of
the disagreements centered around the Chair’s abrupt
and domineering style and his poor relations with the
junior faculty, many of whom felt mistreated and scared.

The department was a conglomeration of different
professioral types. Included in the mix were behavioral-
ists, generalists, computer scientists, and quantitative
analysts. The department was embedded in the school of
business, which had three other departments. There was
much confusion and concern among the faculty, since
this was a new organizational design. Many of the faculty
were at odds with each other over the direction the
school was now taking.

At the meeting, a number of proposals were to be
presented that would seriously affect the performance
and future of certain junior faculty, particularly those who
were behavioral scientists. The Chair, a computer scien-

tist, disliked the behaviorists, who he felt were “always
analyzing the motives of people.” Professor Stevens, who
was a tenured full professor and a behaviorist, had an
objective to protect the interests of the junior faulty ad to
counter the efforts of the Chair.

Including Professor Stevens, there were nine faculty
present. The accompanying diagram on the next page
shows the seating arrangement and the layout of the
room. The �s signify those faculty who were allies of the
Chair. The �s are those opposed to the Chair and sup-
portive of Professor Stevens, and the ?s were undecided
and could be swayed either way. The circled numbers
represent empty seats. Both ?s were behavioralists, and
the � next to them was a quantitative analyst. Near the
door, the first � was a generalist, the two �s were behav-
ioralists, and the second � was a quantitative analyst. The
diagram shows the seating of everyone but Professor
Stevens, who was the last one to enter the room. Standing
at the door, Professor Stevens surveyed the room and
within 10 seconds knew which seat was the most effective
to achieve his objective.
3. Answer the following questions in your group.

(a) Which seat did Professor Stevens select and why?
(b) What is the likely pattern of communication and

interaction in this group?
(c) What can be done to get this group to work har-

moniously?

observed in addition to the subjective interpreta-
tions of your ratings on the scales in this instru-
ment.

(c) The instrument can also be used to compare a
group’s self-assessment with the assessment pro-
vided by another group.
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EXERC I S E  23

Organizations Alive!
Contributed by Bonnie L. McNeely, Murray State University

Procedure
1. Find a copy of the following items from actual organizations. These items can be

obtained from the company where you now work, your parent’s workplace, or from
the university. Universities have mission statements, codes of conduct for students
and faculty, organizational charts, job descriptions, performance appraisal forms, and
control devices. Some student organizations also have these documents. All the items
do not have to come from the same organization Bring these items to class.

Source: Adapted from Bonnie L. McNeely, “Make Your Principles of Management Class come
Alive,” Journal of Management Education, Vol. 18, No. 2, May 1994, 246–249.
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EXERC I S E  24

Fast Food Technology
Contributed by D. T. Hall, Boston University, and F. S. Hall, University of New Hampshire

(a) Mission Statement (d) Job Description
(b) Code of Ethics (e) Performance Appraisal Form
(c) Organizational Chart (f ) Control Device

2. Form groups in class as assigned by your instructor. Share your items with the
group, as well as what you learned while collecting these items. For example, did you
find that some firms have a mission, but it is not written down? Did you find that job
descriptions existed, but they were not really used or had not been updated in years?

Introduction
A critical first step in improving or changing any organi-
zation is diagnosing or analyzing its present functioning.
Many change and organization development efforts fall
short of their objectives because this important step was
not taken, or was conducted superficially. To illustrate
this, imagine how you would feel if you went to your doc-
tor complaining of stomach pains, and he recommended
surgery without conducting any tests, without obtaining
any further information, and without a careful physical
examination. You would probably switch doctors! Yet,
managers often attempt major changes with correspond-
ingly little diagnostic work in advance. (It could be said
that they undertake vast projects with half-vast ideas.)

In this exercise, you will be asked to conduct a
group diagnosis of two different organizations in the fast
food business. The exercise will provide an opportunity
to integrate much of the knowledge you have gained in
other exercises and in studying other topics. Your task
will be to describe the organizations as carefully as you
can in terms of several key organizational concepts.
Although the organizations are probably very familiar to
you, try to step back and look at them as though you
were seeing them for the first time.

Procedure
1. In groups of four or six people, your assignment is

described below.

One experience most people in this country have shared is that
of dining in the hamburger establishment known as
McDonald’s. In fact, someone has claimed that 25th-century
archeologists may dig into the ruins of our present civilization
and conclude that 20-century religion was devoted to the wor-
ship of golden arches.

Your group, Fastalk Consultants, is known as the
shrewdest, most insightful, and most overpaid management con-

sulting firm in the country. You have been hired by the presi-
dent of McDonald’s to make recommendations for improving
the motivation and performance of personnel in their franchise
operations. Let us assume that the key job activities in franchise
operations are food preparation, order-taking and dealing with
customers, and routine clean-up operations.

Recently the president of McDonald’s has come to suspect
that his company’s competitors such as Burger King, Wendy’s,
Jack-in-the-Box, Dunkin’ Doughnuts, various pizza establish-
ments, and others are making heavy inroads into McDonald’s
market. He has also hired a market research firm to investigate
and compare the relative merits of the sandwiches, french fries,
and drinks served in McDonald’s and the competitor, and has
asked the market research firm to assess the advertising cam-
paigns of the two organizations. Hence, you will not need to be
concerned with marketing issues, except as they may have an
impact on employee behavior. The president wants you to look
into the organization of the franchises to determine the
strengths and weaknesses of each. Select a competitor who
gives McDonald’s a good “run for its money” in your area.

The president has established an unusual contract with
you. He wants you to make your recommendations based upon
your observations as a customer. He does not want you to do a
complete diagnosis with interviews, surveys, or behind-the-
scenes observations. He wants your report in two parts.
Remember, the president wants concrete, specific, and practical
recommendations. Avoid vague generalizations such as
“improve communications” or “increase trust.” Say very clearly
how management can improve organizational performance.
Substantiate your recommendations by reference to one or more
theories of motivation, leadership, small groups, or job design.

Part I

Given his organization’s goals of profitability, sales vol-
ume, fast and courteous service, and cleanliness, the
president of McDonald’s wants an analysis that will com-
pare and contrast McDonald’s and the competitor in terms
of the following concepts:
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Organizational goals
Organizational structure
Technology
Environment
Employee motivation
Communication
Leadership style
Policies/procedures/rules/standards
Job design
Organizational climate

Part II

Given the corporate goals listed under Part I, what specif-
ic actions might McDonald’s management and franchise
owners take in the following areas to achieve these goals
(profitability, sales volume, fast and courteous service,
and cleanliness)?

Job design and workflow
Organizational structure (at the individual restaurant

level)
Employee incentives
Leadership
Employee selection

How do McDonald’s and the competition differ in
these aspects? Which company has the best approach?

2. Complete the assignment by going as a group to one
McDonald’s and one competitor’s restaurant. If possi-
ble, have a meal in each place. To get a more valid
comparison, visit a McDonald’s and a competitor
located in the same area. After observing each restau-
rant, meet with your group and prepare your 10-
minute report to the executive committee.

3. In class, each group will present its report to the rest
of the class, who will act as the executive committee.
The group leader will appoint a timekeeper to be sure
that each group sticks to its 10-minute time limit.
Possible discussion questions include:
(a) What similarities are there between the two orga-

nizations?
(b) What differences are there between the organiza-

tions?
(c) Do you have any “hunches” about the reasons for

the particular organizational characteristics you
found? For example, can you try to explain why
one organization might have a particular type of
structure? Incentive system? Climate?

(d) Can you try to explain one set of characteristics in
terms of some other characteristics you found?
For example, do the goals account for structure?
Does the environment explain the structure?

EXERC I S E  25

Alien Invasion
Procedure
This is an exercise in organizational culture. You will be assigned to a team (if you are
not already in one) and instructed to visit an organization by your instructor.

1. Visit the site assigned as a team working under conditions set forth in the “situation”
below.

2. Take detailed notes on the cultural forms that you observe.
3. Prepare a presentation for the class that describes these forms and draw any infer-

ences you can about the nature of the culture of the organization—its ideologies, val-
ues, and norms of behavior.

4. Be sure to explain the basis of your inferences in terms of the cultural forms
observed

You will have 20 minutes to report your findings, so plan your presentation carefully. Use
visual aids to help your audience understand what you have found.

Situation
You are Martians who have just arrived on Earth in the first spaceship from your planet. Your supe-
riors have ordered you to learn as much about Earthlings and the way they behave as you can with-

Source: Adapted from Donald D. Bowen et al., Experiences in Management and Organizational
Behavior, 4th ed. (New York: John Wiley & Sons, Inc.), 1997.
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out doing anything to make them aware that you are Martians. It is vital for the future plans of your
superiors that you do nothing to disturb the Earthlings. Unfortunately, Martians communicate by
emitting electromagnetic waves and are incapable of speech, so you cannot talk to the natives. Even
if you did, it is reported by the usually reliable Bureau of Interplanetary Intelligence that Earthlings
may become cannibalistic if annoyed. However, the crash course in Earth languages taught by the
Bureau has enabled you to read the language.

Remember, these instructions limit your data collection to observation and request
that you not talk to the “natives.” There are two reasons for this instruction. First, your
objective is to learn what the organization does when it is simply going about its normal
business and not responding to a group of students asking questions. Second, you are
likely to be surprised at how much you can learn by simply observing if you put your
mind to it. Many skilled managers employ this ability in sensing what is going on as they
walk through their plant or office area.

Since you cannot talk to people, some of the cultural forms (legends, sagas, etc.) will be
difficult to spot unless you are able to pick up copies of the organization’s promotional litera-
ture (brochures, company reports, advertisements) during your visit. Do not be discour-
aged, because the visible forms such as artifacts, setting, symbols, and (sometimes) rituals
can convey a great deal about the culture. Just keep your eyes, ears, and antennae open!

EXERC I S E  26

Interview a Leader
Contributed by Bonnie McNeely, Murray State University

Procedure
1. Make an appointment to interview a leader. It can be a leader working in a business

or nonprofit organization, such as a government agency, school, etc. Base the inter-
view on the form provided here, but feel free to add your own questions.

2. Bring the results of your interview to class. Form into groups as assigned by 
your instructor. Share the responses from your interview with your group and com-
pare answers. What issues were similar? Different? Were the stress levels of leaders
working in nonprofit organizations as high as those working in for profit firms? Were
you surprised at the number of hours per week worked by leaders?

3. Be prepared to summarize the interviews done by your group as a formal written
report, if asked to do so by the instructor.

Interview Questionnaire
Student’s Name ____ Date ____

1. Position in the organization (title): 
2. Number of years in current position: 

Number of years of managerial experience: 
3. Number of people directly supervised: 
4. Average number of hours worked a week 
5. How did you get into leadership? 
6. What is the most rewarding part of being a leader? 
7. What is the most difficult part of your job? 
8. What would you say are the keys to success for leaders? 

Source: Adapted from Bonnie McNeely, “Make Your Principles of Management Class come Alive,”
Journal of Management Education, Vol. 18, No. 2, May 1994, 246–249.
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9. What advice do you have for an aspiring leader? 
10. What type of ethical issues have you faced as a leader? 
11. If you were to enroll in a leadership seminar, what topics or issues would you want

to learn more about? 
12. (Student’s question) 

Gender: M____ F____ Years of formal education____
Level of job stress: Very high____ High____ Average____ Low____
Profit organization____ Nonprofit organization____
Additional information/Comments:

EXERC I S E  27

Leadership Skills Inventories
Procedure
1. Look over the skills listed below and ask your instructor to clarify those you do not

understand.
2. Complete each category by checking either the “Strong” or “Needs Development”

category in relation to your own level with each skill.
3. After completing each category, briefly describe a situation in which each of the listed

skills has been utilized.
4. Meet in your groups to share and discuss inventories. Prepare a report summarizing

major development needs in your group.

Instrument

Needs
Strong Development Situation

Communication ______________ ______________ ______________
Conflict Management ______________ ______________ ______________
Delegation ______________ ______________ ______________
Ethical Behavior ______________ ______________ ______________
Listening ______________ ______________ ______________
Motivation ______________ ______________ ______________
Negotiation ______________ ______________ ______________
Performance Appraisal ______________ ______________ ______________

and Feedback
Planning and ______________ ______________ ______________

Goal Setting
Power and Influence ______________ ______________ ______________
Presentation and ______________ ______________ ______________

Persuasion
Problem Solving and ______________ ______________ ______________

Decision Making
Stress Management ______________ ______________ ______________
Team Building ______________ ______________ ______________
Time Management ______________ ______________ ______________
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EXERC I S E  28

Leadership and Participation in Decision Making

Procedure
1. For the ten situations described below, decide which of the three styles you would

use for that unique situation. Place the letter A, P, or L on the line before each situa-
tion’s number.

A—authority; make the decision alone without additional inputs.
P—consultative; make the decision based on group inputs.
L—group; allow the group to which you belong to make the decision.

Decision Situations
____ 1. You have developed a new work procedure that will increase productivity. Your

boss likes the idea and wants you to try it within a few weeks. You view your
employees as fairly capable and believe that they will be receptive to the change.

____ 2. The industry of your product has new competition. Your organization’s rev-
enues have been dropping. You have been told to lay off three of your ten
employees in 2 weeks. You have been the supervisor for over 1 year. Normally,
your employees are very capable.

____ 3. Your department has been facing a problem for several months. Many solutions
have been tried and failed. You finally thought of a solution, but you are not
sure of the possible consequences of the change required or the acceptance of
the highly capable employees.

____ 4. Flex time has become popular in your organization. Some departments let each
employee start and end work whenever they choose. However, because of the
cooperative effort of your employees, they must all work the same 8 hours. You
are not sure of the level of interest in changing the hours. Your employees are a
very capable group and like to make decisions.

____ 5. The technology in your industry is changing faster than the members of your
organization can keep up. Top management hired a consultant who has given the
recommended decision. You have 2 weeks to make your decision. Your employ-
ees are capable, and they enjoy participating in the decision-making process.

____ 6. Your boss called you on the telephone to tell you that someone has requested
an order for your department’s product with a very short delivery date. She
asked that you call her back with the decision about taking the order in 15 min-
utes. Looking over the work schedule, you realize that it will be very difficult to
deliver the order on time. Your employees will have to push hard to make it.
They are cooperative, capable, and enjoy being involved in decision making.

____ 7. A change has been handed down from top management. How you implement it
is your decision. The change takes effect in one month. It will personally affect
everyone in your department. The acceptance of the department members is
critical to the success of the change. Your employees are usually not too inter-
ested in being involved in making decisions.

____ 8. You believe that productivity in your department could be increased. You have
thought of some ways that may work, but you’re not sure of them. Your employ-
ees are very experienced; almost all of them have been in the department
longer than you have.

____ 9. Top management has decided to make a change that will affect all of your
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employees. You know that they will be upset because it will cause them hard-
ship. One or two may even quit. The change goes into effect in 30 days. Your
employees are very capable.

____ 10. A customer has offered you a contract for your product with a quick delivery
date. The offer is open for 2 days. Meeting the contract deadline would require
employees to work nights and weekends for 6 weeks. You cannot require them
to work overtime. Filling this profitable contract could help get you the raise
you want and feel you deserve. However, if you take the contract and don’t
deliver on time it will hurt your chances of getting a big raise. Your employees
are very capable.

2. Form groups as assigned by your instructor. Share and compare your choices for
each decision situation. Reconcile any differences and be prepared to defend your
decision preferences in general class discussion.

EXERC I S E  29

My Best Manager: Revisited
Contributed by J. Marcus Maier, Chapman University

Procedure
1. Refer to the list of qualities—or profiles—the class generated earlier in the course

for the “Best Manager.”
2. Looking first at your Typical Managers profile, suppose you took this list to 100 aver-

age people on the street (or at the local mall) and asked them whether ____ (Trait X,
quality Y ) was “more typical of men or of women in our culture.” What do you think
most of them would say? That ____ ( X, Y etc.) is more typical of women? or of men?
Or of neither/both?1 Do this for every trait on your list(s). (5 minutes)

3. Now do the same for the qualities we generated in our Best Manager profile. (5 min.)
4. A straw vote is taken, one quality at a time, to determine the class’s overall gender

identification of each trait, focusing on the Typical Managers profile (10–15 min.).
Then this is repeated for the Best Manager profile (10–15 min.).2

5. Discussion. What do you see in the data this group has generated? How might you
interpret these results? (15–20 min.)

Source: Based on Dr. Maier’s 1993 article, “The Gender Prism.” Journal of Management Education,
17(3), 285–314. 1994 Fritz Roethlisberger Award Recipient for Best Paper (Updated, 1996).
1 This gets the participants to move outside of their own conceptions to their awareness of societal
definitions of masculinity and femininity.
2 This is done by a rapid show of hands, looking for a clear majority vote. An “f ” (for “feminine”) is
placed next to those qualities that a clear majority indicate are more typical of women, an “m” (for
“masculine”) next to those qualities a clear majority indicate would be more typical of men. (This
procedure parallels the median-split method used in determining Bem Sex Role Inventory classifica-
tions.) If no clear majority emerges (i.e., if the vote is close), the trait or quality is classified as
“both” (f/m). The designations “masculine” or “feminine” are used (rather than “men” or “women”)
to underscore the socially constructed nature of each dimension.
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EXERC I S E  30

Active Listening
Contributed by Robert Ledman, Morehouse College

Procedure
1. Review active listening skills and behaviors as

described in the textbook and in class.
2. Form into groups of three. Each group will have a lis-

tener, a talker, and an observer (if the number of stu-
dents is not evenly divisible by three, two observers
are used for one or two groups).

3. The “talkers” should talk about any subject they wish,
but only if they are being actively listened to. Talkers
should stop speaking as soon as they sense active lis-
tening has stopped.

4. The “listeners” should use a list of active listening
skills and behaviors as their guide, and practice as
many of them as possible to be sure the talker is kept
talking. Listeners should contribute nothing more
than “active listening” to the communication.

5. The “observer” should note the behaviors and skills
used by the listener and the effects they seemed to
have on the communication process.

6. These roles are rotated until each student has played
every role.

7. The instructor will lead a discussion of what the
observers saw and what happened with the talkers
and listeners. The discussion focuses on what behav-
iors from the posted list have been present, which
have been absent, and how the communication has
been affected by the listener’s actions.

Source: Adapted from the presentation entitled “An Experiential
Exercise to Teach Active Listening,” presented at the Orga-
nizational Behavior Teaching Conference, Macomb, IL, 1995.

EXERC I S E  31

Upward Appraisal
Procedure
1. Form work groups as assigned by your instructor.
2. The instructor will leave the room.
3. Convene in your assigned work groups for a period of 10 minutes. Create a list of

comments, problems, issues, and concerns you would like to have communicated to
the instructor in regard to the course experience to date. Remember, your interest in
the exercise is twofold: (a) to communicate your feelings to the instructor and (b) to
learn more about the process of giving and receiving feedback.

4. Select one person from the group to act as spokesperson in communicating the
group’s feelings to the instructor.

5. The spokespersons should briefly convene to decide on what physical arrangement of
chairs, tables, and so forth is most appropriate to conduct the feedback session. The
classroom should then be rearranged to fit the desired specifications.

6. While the spokespersons convene, persons in the remaining groups should discuss
how they expect the forthcoming communications event to develop. Will it be a good
experience for all parties concerned? Be prepared to observe critically the actual
communication process.

7. The instructor should be invited to return, and the feedback session will begin.
Observers should make notes so that they may make constructive comments at the
conclusion of the exercise.

8. Once the feedback session is complete, the instructor will call on the observers for
comments, ask the spokespersons for reactions, and open the session to discussion.



EXERC I S E  33

Role Analysis Negotiation
Contributed by Paul Lyons, Frostburg State University

Source: Adapted from Paul Lyons, “Developing Expectations with the Role Analysis Technique,”
Journal of Management Education. Vol. 17, No. 3, August 1993, pp. 386–389. © Sage Publications.

332 THE OB SKILLS WORKBOOK

EXERC I S E  32

“360” Feedback
Contributed by Timothy J. Serey, Northern Kentucky University

Source: Adapted from Timothy J. Serey, Journal of Management Education, Vol. 17, No. 2, May 1993.
© 1993 by Sage Publications, Inc. Reprinted by permission of Sage Publications.

Introduction
The time of performance reviews is often a time of genuine anxiety for many organization-
al members. On one hand, it is an important organizational ritual and a key part of the
Human Resource function. Organizations usually codify the process and provide a mecha-
nism to appraise performance. On the other hand, it is rare for managers to feel comfort-
able with this process. Often, they feel discomfort over “playing God.” One possible rea-
son for this is that managers rarely receive formal training about how to provide feedback.
From the manager’s point of view, if done properly, giving feedback is at the very heart of
his or her job as “coach” and “teacher.” It is an investment in the professional develop-
ment of another person, rather than the punitive element we so often associate with hear-
ing from “the boss.” From the subordinate’s perspective, most people want to know where
they stand, but this is usually tempered by a fear of “getting it in the neck.” In many orga-
nizations, it is rare to receive straight, non-sugar-coated feedback about where you stand.

Procedure
1. Review the section of the book dealing with feedback before you come to class. It is

also helpful if individuals make notes about their perceptions and feelings about the
course before they come to class.

2. Groups of students should discuss their experiences, both positive and negative, in
this class. Each group should determine the dimensions of evaluating the class itself
and the instructor. For example, students might select criteria that include the practi-
cality of the course, the way the material is structured and presented (e.g., lecture or
exercises), and the instructor’s style (e.g., enthusiasm, fairness).

3. Groups select a member to represent them in a subgroup that next provides feedback
to the instructor before the entire class.

4. The student-audience then provides the subgroup with feedback about their effective-
ness in this exercise. That is, the larger class provides feedback to the subgroup
about the extent to which students actually put the principles of effective feedback
into practice (e.g., descriptive not evaluative; specific not general).

Introduction
A role is the set of various behaviors people expect from a person (or group) in a particu-
lar position. These role expectations occur in all types of organizations, such as one’s 
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place of work, school, family, clubs, and the like. Role ambiguity takes place when a per-
son is confused about the expectations of the role. And sometimes, a role will have
expectations that are contradictory. For example, being loyal to the company when the
company is breaking the law.

The Role Analysis Technique, or RAT, is a method for improving the effectiveness of
a team or group. RAT helps to clarify role expectations, and all organization members
have responsibilities that translate to expectations. Determination of role requirements,
by consensus—involving all concerned—will ultimately result in more effective and
mutually satisfactory behavior. Participation and collaboration in the definition and analy-
sis of roles by group members should result in clarification regarding who is to do what
as well as increase the level of commitment to the decisions made.

Procedure
Working alone, carefully read the course syllabus that your instructor has given you. Make a
note of any questions you have about anything for which you need clarification or under-
standing. Pay particular attention to the performance requirements of the course. Make a list
of any questions you have regarding what, specifically, is expected of you in order for you to
be successful in the course. You will be sharing his information with others, in small groups.

EXERC I S E  34

Lost At Sea
Introduction
Consider this situation. You are adrift on a private yacht in the South Pacific when a fire
of unknown origin destroys the yacht and most of its contents. You and a small group of
survivors are now in a large raft with oars. Your location is unclear, but you estimate
being about 1000 miles south-southwest of the nearest land. One person has just found in
her pockets five $1 bills and a packet of matches. Everyone else’s pockets are empty.
The following items are available to you on the raft.

A B C
Sextant ____ ____
Shaving mirror ____ ____
5 gallons water ____ ____
Mosquito netting ____ ____
1 survival meal ____ ____
Maps of Pacific Ocean ____ ____
Floatable seat cushion ____ ____
2 gallons oil-gas mix ____ ____
Small transistor radio ____ ____
Shark repellent ____ ____
20 square feet black plastic ____ ____
1 quart 20-proof rum ____ ____
15 feet nylon rope ____ ____
24 chocolate bars ____ ____
Fishing kit ____ ____

Source: Adapted from “Lost at Sea: A Consensus-Seeking Task,” in The 1975 Handbook for Group
Facilitators. Used with permission of University Associates, Inc.



EXERC I S E  35

Entering the Unknown
Contributed by Michael R. Manning, New Mexico State University; Conrad N. Jackson,
MPC, Inc., Huntsville, Alabama; and Paula S. Weber, New Mexico Highlands University

Procedure
1. Form into groups of four or five members. In each group spend a few minutes reflect-

ing on members’ typical entry behaviors in new situations and their behaviors when
they are in comfortable settings.

2. According to the instructor’s directions, students count off to form new groups of
four or five members each.

3. The new groups spend the next 15–20 minutes getting to know each other. There is
no right or wrong way to proceed, but all members should become more aware of
their entry behaviors. They should act in ways that can help them realize a goal of
achieving comfortable behaviors with their group.

4. Students review what has occurred in the new groups, giving specific attention to the
following questions:
(a) What topics did your group discuss (content)? Did these topics involve the “here

and now” or were they focused on “there and then”?
(b) What approach did you and your group members take to the task (process)? Did

you try to initiate or follow? How? Did you ask questions? Listen? Respond to
others? Did you bring up topics?

(c) Were you more concerned with how you came across or with how others came
across to you? Did you play it safe? Were you open? Did you share things even
though it seemed uncomfortable or risky? How was humor used in your group?
Did it add or detract?

(d) How do you feel about the approach you took or the behaviors you exhibited?
Was this hard or easy? Did others respond the way you had anticipated? Is there
some behavior you would like to do more of, do better, or do less of?

(e) Were your behaviors the ones you had intended (goals)?
5. Responses to these questions are next discussed by the class as a whole. (Note:

Responses will tend to be mixed within a group, but between groups there should be
more similarity.) This discussion helps individuals become aware of and understand
their entry behaviors.

6. Optional individuals have identified their entry behaviors; each group can then spend
5–10 minutes discussing members’ perceptions of each other:
(a) What behaviors did they like or find particularly useful? What did they dislike?
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Procedure
1. Working alone, rank in Column A the 15 items in order of their importance to your

survival (“1” is most important and “15” is least important).
2. Working in an assigned group, arrive at a “team” ranking of the 15 items and record

this ranking in Column B. Appoint one person as group spokesperson to report your
group rankings to the class.

3. Do not write in Column C until further instructions are provided by your 
instructor.
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EXERC I S E  36

Vacation Puzzle
Contributed by Barbara G. McCain and Mary Khalili, Oklahoma City University

Procedure
Can you solve this puzzle? Give it a try and then compare your answers with other class-
mates. Remember your communicative skills!

Puzzle

Khalili, McCain, Middleton, Porter, and Quintaro teach at Oklahoma City University.
Each gets 2 weeks of vacation a year. Last year, each took his or her first week in the
first 5 months of the year and his or her second week in the last 5 months. If each profes-
sor took each of his or her weeks in a different month from the other professors, in
which months did each professor take his or her first and second week?

Here are the facts:

(a) McCain took her first week before Khalili, who took hers before Porter; for their
second week, the order was reversed.

(b) The professor who vacationed in March also vacationed in September.
(c) Quintaro did not take her first week in March or April.
(d) Neither Quintaro nor the professor who took his or her first week in January

took his or her second week in August or December.
(e) Middleton took her second week before McCain but after Quintaro.

Month Professor

January
February
March
April
May
June
July
August
September
October
November
December

Source: Adapted to classroom activity by Dr. Mary Khalili.

(b) What were your reactions to others? What ways did they intend to come across?
Did you see others in the way they had intended to come across?

(Alternatively, if there is concern about the personal nature of this discussion, ask 
the groups to discuss what they liked/didn’t like without referring to specific 
individuals.)
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EXERC I S E  38

Force-Field Analysis

Introduction
In most work settings, people need other people to do
their job, benefit the organization, and forward their
career. Getting things done in organizations requires 
us to work together in cooperation, even though the 
ultimate objectives of those other people may be dif-
ferent from our own. Your task in the present exercise 
is learning how to achieve this cooperation more 
effectively.

Procedure
1. The class will be divided into pairs. One student in

each pair will read and prepare the role of Dr. Roland,
and one will play the role of Dr. Jones (role descrip-
tions to be distributed by instructor). Students 
should read their respective role descriptions and 
prepare to meet with their counterpart (see steps 2
and 3).

2. At this point the group leader will read a statement.
The instructor will indicate that he or she is playing

Source: Adapted from Hall et al., Experiences in Management and
Organizational Behavior, 3rd ed. (New York: John Wiley and
Sons, Inc.), 1988. Originally developed by Robert J. Hause.
Adapted by D. T. Hall and R. J. Lewicki, with suggested modifi-
cations by H. Kolodny and T. Ruble.

the role of Mr. Cardoza, who owns the commodity in
question. The instructor will tell you
(a) How long you have to meet with the other
(b) What information the instructor will require at the

end of your meeting
After the instructor has given you this information,
you may meet with the other firm’s representative
and determine whether you have issues you can
agree to.

3. Following the meetings (negotiations), the spokesper-
son for each pair will report any agreements reached
to the entire class. The observer for any pair will
report on negotiation dynamics and the process by
which agreement was reached.

4. Questions to consider:
(a) Did you reach a solution? If so, what was critical

to reaching that agreement?
(b) Did you and the other negotiator trust one anoth-

er? Why or why not?
(c) Was there full disclosure by both sides in each

group? How much information was shared?
(d) How creative and/or complex were the solutions?

If solutions were very complex, why do you think
this occurred?

(e) What was the impact of having an “audience” on
your behavior? Did it make the problem harder or
easier to solve?

Procedure
1. Choose a situation in which you have high personal stakes (for example: how to get a

better grade in course X; how to get a promotion; how to obtain a position).
2. Using a version of the Sample Force-Field Analysis Form below, apply the technique

to your situation.
(a) Describe the situation as it now exists.
(b) Describe the situation as you would like it to be.
(c) Identify those “driving forces”—the factors that are presently helping to move

things in the desired direction.
(d) Identify those “restraining forces”—the factors that are presently holding things

back from moving in the desired direction.

EXERC I S E  37

The Ugli Orange
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3. Try to be as specific as possible in terms of the above in relation to your situation.
You should attempt to be exhaustive in your listing of these forces. List them all!

4. Now go back and classify the strength of each force as weak, medium, or strong. Do
this for both the driving and the restraining forces.

5. At this point you should rank the forces regarding their ability to influence or control
the situation.

6. In small groups share your analyses. Discuss the usefulness and drawbacks to using
this method for personal situations and its application to organizations.

7. Be prepared to share the results of your group’s discussion with the rest of the class.

Sample Force-Field Analysis Form

Current Situation: Situation as You Would Like It To Be:

Driving Forces: Restraining Forces:
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ASS E S SMENT  1

Managerial Assumptions
Instructions
Read the following statements. Use the space to the left
to write “Yes” if you agree with the statement, or “No” if
you disagree with it. Force yourself to take a “yes” or
“no” position for every statement.

1. Are good pay and a secure job enough to satisfy
most workers?

2. Should a manager help and coach subordinates in
their work?

3. Do most people like real responsibility in their jobs?
4. Are most people afraid to learn new things in their

jobs?
5. Should managers let subordinates control the quality

of their work?
6. Do most people dislike work?
7. Are most people creative?
8. Should a manager closely supervise and direct work

of subordinates?
Source: Schermerhorn, John R. Jr., Management, 5th ed. (New
York, John Wiley & Sons, Inc., 1996) p. 51. By permission.

sE L F - A S S E S S M E N T
I N V E N T O R I E S
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9. Do most people tend to resist change?
10. Do most people work only as hard as they have to?
11. Should workers be allowed to set their own job

goals?
12. Are most people happiest off the job?
13. Do most workers really care about the organization

they work for?
14. Should a manager help subordinates advance and

grow in their jobs?

Scoring
Count the number of “yes” responses to items 1, 4, 6, 8,
9, 10, 12; write that number here as [X = ____]. Count the

number of “yes” responses to items 2, 3, 5, 7, 11, 13, 14;
write that score here [Y = ____].

Interpretation
This assessment sheds insight into your orientation
toward Douglas McGregor’s Theory X (your “X” score)
and Theory Y (your “Y” score) assumptions. You should
review the discussion of McGregor’s thinking in Chapter
1 and consider further the ways in which you are likely to
behave toward other people at work. Think, in particular,
about the types of “self-fulfilling prophecies” you are like-
ly to create.

ASS E S SMENT  2

A 21st-Century Manager
Instructions
Rate yourself on the following personal characteristics.
Use this scale.

1. Resistance to stress: The ability to get work done
even under stressful conditions.

2. Tolerance for uncertainty: The ability to get work
done even under ambiguous and uncertain condi-
tions.

3. Social objectivity: The ability to act free of racial, eth-
nic, gender, and other prejudices or biases.

4. Inner work standards: The ability to personally set
and work to high-performance standards.

5. Stamina: The ability to sustain long work hours.
6. Adaptability: The ability to be flexible and adapt to

changes.
7. Self-confidence: The ability to be consistently decisive

and display one’s personal presence.
8. Self-objectivity: The ability to evaluate personal

strengths and weaknesses and to understand one’s
motives and skills relative to a job.

9. Introspection: The ability to learn from experience,
awareness, and self-study.

S = Strong, I am very confident with this one.

G = Good, but I still have room to grow.

W = Weak, I really need work on this one.

? = Unsure, I just don’t know.

10. Entrepreneurism: The ability to address problems
and take advantage of opportunities for constructive
change.

Scoring
Giving yourself 1 point for each S, and 1/2 point for each
G. Do not give yourself points for W and ? responses.
Total your points and enter the result here [PMF = ____].

Interpretation
This assessment offers a self-described profile of your
management foundations (PMF). Are you a perfect 10, or
is your PMF score something less than that? There
shouldn’t be too many 10s around. Ask someone who
knows you to assess you on this instrument. You may be
surprised at the differences between your PMF score as
self-described and your PMF score as described by
someone else. Most of us, realistically speaking, must
work hard to grow and develop continually in these and
related management foundations. This list is a good
starting point as you consider where and how to further
pursue the development of your managerial skills and
competencies. The items on the list are recommended
by the American Assembly of Collegiate Schools of
Business (AACSB) as skills and personal characteristics
that should be nurtured in college and university stu-
dents of business administration. Their success—and
yours—as 21st-century managers may well rest on (1)
an initial awareness of the importance of these basic
management foundations and (2) a willingness to strive
continually to strengthen them throughout your work
career.

Source: See Outcome Management Project, Phase I and Phase II
Reports (St. Louis: American Assembly of Collegiate Schools of
Business, 1986 & 1987).



340 THE OB SKILLS WORKBOOK

ASS E S SMENT  3

Turbulence Tolerance Test

Instructions
The following statements were made by a 37-year-old manager in a large, successful cor-
poration. How would you like to have a job with these characteristics? Using the follow-
ing scale, write your response to the left of each statement.

____ 1. I regularly spend 30 to 40 percent of my time in meetings.
____ 2. Eighteen months ago my job did not exist, and I have been essentially invent-

ing it as I go along.
____ 3. The responsibilities I either assume or am assigned consistently exceed the

authority I have for discharging them.
____ 4. At any given moment in my job, I have on the average about a dozen phone

calls to be returned.
____ 5. There seems to be very little relation in my job between the quality of my per-

formance and my actual pay and fringe benefits.
____ 6. About 2 weeks a year of formal management training is needed in my job just

to stay current.
____ 7. Because we have very effective equal employment opportunity (EEO) in my

company and because it is thoroughly multinational, my job consistently brings
me into close working contact at a professional level with people of many races,
ethnic groups and nationalities, and of both sexes.

____ 8. There is no objective way to measure my effectiveness.
____ 9. I report to three different bosses for different aspects of my job, and each has

an equal say in my performance appraisal.
____ 10. On average about a third of my time is spent dealing with unexpected emer-

gencies that force all scheduled work to be postponed.
____ 11. When I have to have a meeting of the people who report to me, it takes my sec-

retary most of a day to find a time when we are all available, and even then, I
have yet to have a meeting where everyone is present for the entire meeting.

____ 12. The college degree I earned in preparation for this type of work is now obso-
lete, and I probably should go back for another degree.

____ 13. My job requires that I absorb 100–200 pages of technical materials per week.
____ 14. I am out of town overnight at least one night per week.
____ 15. My department is so interdependent with several other departments in the

company that all distinctions about which departments are responsible for
which tasks are quite arbitrary.

4 = I would enjoy this very much; it’s completely acceptable.

3 = This would be enjoyable and acceptable most of the time.

2 = I’d have no reaction to this feature one way or another, or it
would be about equally enjoyable and unpleasant.

1 = This feature would be somewhat unpleasant for me.

0 = This feature would be very unpleasant for me.

Source: Peter B. Vail, Managing as a Performance Art: New Ideas for a World of Chaotic Change (San
Francisco: Jossey-Bass, 1989), pp. 8–9. Used by permission.



..................................... THE OB SKILLS WORKBOOK 341

____ 16. In about a year I will probably get a promotion to a job in another division that
has most of these same characteristics.

____ 17. During the period of my employment here, either the entire company or the
division I worked in has been reorganized every year or so.

____ 18. While there are several possible promotions I can see ahead of me, I have no
real career path in an objective sense.

—— 19. While there are several possible promotions I can see ahead of me, I think I
have no realistic chance of getting to the top levels of the company.

____ 20. While I have many ideas about how to make things work better, I have no
direct influence on either the business policies or the personnel policies that
govern my division.

____ 21. My company has recently put in an “assessment center” where I and all other
managers will be required to go through an extensive battery of psychological
tests to assess our potential.

____ 22. My company is a defendant in an antitrust suit, and if the case comes to trial, I
will probably have to testify about some decisions that were made a few years
ago.

____ 23. Advanced computer and other electronic office technology is continually being
introduced into my division, necessitating constant learning on my part.

____ 24. The computer terminal and screen I have in my office can be monitored in my
bosses’ offices without my knowledge.

Scoring
Total your responses and divide the sum by 24; enter the score here [TTT = ____].

Interpretation
This instrument gives an impression of your tolerance for managing in turbulent times—
something likely to characterize the world of work well into the next century. In general,
the higher your TTT score, the more comfortable you seem to be with turbulence and
change—a positive sign. For comparison purposes, the average scores for some 500
MBA students and young managers was 1.5–1.6. The test’s author suggests the TTT
scores may be interpreted much like a grade point average in which 4.0 is a perfect A.
On this basis, a 1.5 is below a C! How did you do?

ASS E S SMENT  4

Global Readiness Index
Instructions
Rate yourself on each of the following items to establish a
baseline measurement of your readiness to participate in
the global work environment.

Rating Scale:

1 � Very Poor
2 � Poor
3 � Acceptable

4 � Good
5 � Very Good

____ 1. I understand my own culture in terms of its
expectations, values, and influence on
communication and relationships.

____ 2. When someone presents me with a different
point of view, I try to understand it rather than
attack it.

____ 3. I am comfortable dealing with situations where
the available information is incomplete and the
outcomes unpredictable.

____ 4. I am open to new situations and am always
Source: Developed from “Is Your Company Really Global,” Busi-
ness Week (December 1, 1997).
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looking for new information and learning
opportunities.

____ 5. I have a good understanding of the attitudes and
perceptions toward my culture as they are held
by people from other cultures.

____ 6. I am always gathering information about other
countries and cultures and trying to learn from
them.

____ 7. I am well informed regarding the major
differences in government, political, and
economic systems around the world.

____ 8. I work hard to increase my understanding of
people from other cultures.

____ 9. I am able to adjust my communication style to
work effectively with people from different
cultures.

____ 10. I can recognize when cultural differences are
influencing working relationships and adjust
my attitudes and behavior accordingly.

Interpretation
To be successful in the 21st-century work environment,
you must be comfortable with the global economy and

the cultural diversity that it holds. This requires a global
mind-set that is receptive to and respectful of cultural dif-
ferences, global knowledge that includes the continuing
quest to know and learn more about other nations and
cultures, and global work skills that allow you to work ef-
fectively across cultures.

Scoring
The goal is to score as close to a perfect “5” as possible
on each of the three dimensions of global readiness. De-
velop your scores as follows.

Items (1 � 2 � 3 � 4)/4
� ____ Global Mind-set Score

Items (5 � 6 � 7)/3
� ____ Global Knowledge Score

Items (8 � 9 � 10)/3

� ____ Global Work Skills Score

ASS E S SMENT  5

Personal Values
Instructions
Below are 16 items. Rate how important each one is to you on a scale of 0 (not important)
to 100 (very important). Write the numbers 0–100 on the line to the left of each item.

____ 1. An enjoyable, satisfying job.
____ 2. A high-paying job.
____ 3. A good marriage.
____ 4. Meeting new people; social events.
____ 5. Involvement in community activities.
____ 6. My religion.
____ 7. Exercising, playing sports.
____ 8. Intellectual development.
____ 9. A career with challenging opportunities.
____ 10. Nice cars, clothes, home, etc.
____ 11. Spending time with family.
____ 12. Having several close friends.
____ 13. Volunteer work for not-for-profit organizations, such as the cancer society.

Not important Somewhat important Very important

0 10 20 30 40 50 60 70 80 90 100

Source: Robert N. Lussier, Human Relations in Organizations, 2nd ed. (Homewood, IL: Richard D.
Irwin, 1993). By permission.
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____ 14. Meditation, quiet time to think, pray, etc.
____ 15. A healthy, balanced diet.
____ 16. Educational reading, TV, self-improvement programs, etc.

Scoring
Transfer the numbers for each of the 16 items to the appropriate column below, then add
the two numbers in each column.

Interpretation
The higher the total in any area, the higher the value you place on that particular area.
The closer the numbers are in all eight areas, the more well-rounded you are. Think
about the time and effort you put forth in your top three values. Is it sufficient to allow
you to achieve the level of success you want in each area? If not, what can you do to
change? Is there any area in which you feel you should have a higher value total? If yes,
which, and what can you do to change?

Professional Financial Family Social

1. ____ 2. ____ 3. ____ 4. ____
9. ____ 10. ____ 11. ____ 12. ____

Totals ____ ____ ____ ____

Community Spiritual Physical Intellectual

5. ____ 6. ____ 7. ____ 8. ____
13. ____ 14. ____ 15. ____ 16. ____

Totals ____ ____ ____ ____

ASS E S SMENT  6

Intolerance for Ambiguity
Instructions
To determine your level of tolerance (intolerance) for ambiguity, respond to the following
items. PLEASE RATE EVERY ITEM; DO NOT LEAVE ANY ITEM BLANK. Rate each
item on the following seven-point scale:

Rating

____ 1. An expert who doesn’t come up with a definite answer probably doesn’t know
too much.

____ 2. There is really no such thing as a problem that can’t be solved.
____ 3. I would like to live in a foreign country for a while.
____ 4. People who fit their lives to a schedule probably miss the joy of living.
____ 5. A good job is one where what is to be done and how it is to be done is always

clear.

1 2 3 4 5 6 7

strongly moderately slightly slightly moderately strongly
disagree disagree disagree agree agree agree

Source: Based on Budner, S. (1962) Intolerance of ambiguity as a personality variable, Journal of
Personality, Vol. 30, No. 1, 29–50.
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____ 6. In the long run it is possible to get more done by tackling small, simple prob-
lems rather than large, complicated ones.

____ 7. It is more fun to tackle a complicated problem than it is to solve a simple one.
____ 8. Often the most interesting and stimulating people are those who don’t mind

being different and original.
____ 9. What we are used to is always preferable to what is unfamiliar.
____ 10. A person who leads an even, regular life in which few surprises or unexpected

happenings arise really has a lot to be grateful for.
____ 11. People who insist upon a yes or no answer just don’t know how complicated

things really are.
____ 12. Many of our most important decisions are based on insufficient information.
____ 13. I like parties where I know most of the people more than ones where most of

the people are complete strangers.
____ 14. The sooner we all acquire ideals, the better.
____ 15. Teachers or supervisors who hand out vague assignments give a chance for

one to show initiative and originality.
____ 16. A good teacher is one who makes you wonder about your way of looking at

things.
____ Total

Scoring
The scale was developed by S. Budner. Budner reports test–retest correlations of .85
with a variety of samples (mostly students and health care workers). Data, however, are
more than 30 years old, so mean shifts may have occurred. Maximum ranges are
16–112, and score ranges were from 25 to 79, with a grand mean of approximately 49.

The test was designed to measure several different components of possible reac-
tions to perceived threat in situations which are new, complex, or insoluble. Half of the
items have been reversed.

To obtain a score, first reverse the scale score for the eight “reverse” items, 3, 4, 7, 8,
11, 12, 15, and 16 (i.e., a rating of 1 = 7, 2 = 6, 3 = 5, etc.), then add up the rating scores
for all 16 items.

Interpretation
Empirically, low tolerance for ambiguity (high intolerance) has been positively correlated
with:

• Conventionality of religious beliefs
• High attendance at religious services
• More intense religious beliefs
• More positive views of censorship
• Higher authoritarianism
• Lower Machiavellianism

The application of this concept to management in the 1990s is clear and relatively self-
evident. The world of work, and many organizations, are full of ambiguity and change.
Individuals with a higher tolerance for ambiguity are far more likely to be able to function
effectively in organizations and contexts in which there is a high turbulence, a high rate
of change, and less certainty about expectations, performance standards, what needs to
be done, etc. In contrast, individuals with a lower tolerance for ambiguity are far more
likely to be unable to adapt or adjust quickly in turbulence, uncertainty, and change.
These individuals are likely to become rigid, angry, stressed, and frustrated when there
is a high level of uncertainty and ambiguity in the environment. High levels of tolerance
for ambiguity, therefore, are associated with an ability to “roll with the punches” as orga-
nizations, environmental conditions, and demands change rapidly.
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ASS E S SMENT  7

Two-Factor Profile
Instructions
On each of the following dimensions, distribute a total of “10” points between the two op-
tions. For example:

Summer weather ( _7____)  . . . . . . . . . . . . . . . . . .( _3____) Winter weather

1. Very responsible job (____)  . . . . . . . . . . . . . . . . .(____) Job security

2. Recognition for (____)  . . . . . . . . . . . . . . . . .(____) Good relations 
work accomplishments with coworkers

3. Advancement (____)  . . . . . . . . . . . . . . . . .(____) A boss who knows 
opportunities at work his/her job well

4. Opportunities to grow (____)  . . . . . . . . . . . . . . . . .(____) Good working 
and learn on the job conditions

5. A job that I can (____)  . . . . . . . . . . . . . . . . .(____) Supportive rules, 
do well policies of employer

6. A prestigious or (____)  . . . . . . . . . . . . . . . . .(____) A high base wage 
high status job or salary

Scoring
Summarize your total scores for all items in the left-hand column and write it here: 
MF � ____.
Summarize your total scores for all items in the right-hand column and write it here: 
HF � ____.

Interpretation
The “MF” score indicates the relative importance that you place on motivating or satisfier
factors in Herzberg’s two-factor theory. This shows how important job content is to you.
The “HF” score indicates the relative importance that you place on hygiene or dissatisfier
factors in Herzberg’s two-factor theory. This shows how important job context is to you.

ASS E S SMENT  8

Are You Cosmopolitan?
Instructions
Answer the questions below using a scale of 1 to 5: 1 representing “strongly disagree”; 2,
“somewhat disagree”; 3, “neutral”; 4, “somewhat agree”; and 5, “strongly agree.”

____ 1. You believe it is the right of the professional to make his or her own decisions
about what is to be done on the job.

Source: Developed from Joseph A. Raelin, The Clash of Cultures, Managers and Professionals
(Harvard Business School Press, 1986).
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____ 2. You believe a professional should stay in an individual staff role regardless of
the income sacrifice.

____ 3. You have no interest in moving up to a top administrative post.
____ 4. You believe that professionals are better evaluated by professional colleagues

than by management.
____ 5. Your friends tend to be members of your profession.
____ 6. You would rather be known or get credit for your work outside rather than

inside the company.
____ 7. You would feel better making a contribution to society than to your organization.
____ 8. Managers have no right to place time and cost schedules on professional con-

tributors.

Scoring and Interpretation
A “cosmopolitan” identifies with the career profession, and a “local” identifies with the
employing organization. Total your scores. A score of 30–40 suggests a cosmopolitan
work orientation, of 10–20 a “local” orientation, and 20–30 a mixed orientation.

ASS E S SMENT  9

Group Effectiveness
Instructions
For this assessment, select a specific group you work with or have worked with; it can be
a college or work group. For each of the eight statements below, select how often each
statement describes the group’s behavior. Place the number 1, 2, 3, or 4 on the line next
to each of the 8 numbers.

____ 1. The members are loyal to one another and to the group leader.
____ 2. The members and leader have a high degree of confidence and trust in each

other.
____ 3. Group values and goals express relevant values and needs of members.
____ 4. Activities of the group occur in a supportive atmosphere.
____ 5. The group is eager to help members develop to their full potential.
____ 6. The group knows the value of constructive conformity and knows when to use

it and for what purpose.
____ 7. The members communicate all information relevant to the group’s activity fully

and frankly.
____ 8. The members feel secure in making decisions that seem appropriate to them.

Scoring
____ Total. Add up the eight numbers and place an X on the continuum below that rep-

resents the score.
Effective group 8 . . . 16 . . . 24 . . . 32 Ineffective group

Interpretation
The lower the score, the more effective the group. What can you do to help the group
become more effective? What can the group do to become more effective?

Usually Frequently Occasionally Seldom

1 2 3 4
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ASS E S SMENT  10

Organizational Design Preference
Instructions
To the left of each item, write the number from the fol-
lowing scale that shows the extent to which the state-
ment accurately describes your views.

I prefer to work in an organization where:

1. Goals are defined by those in higher levels.
2. Work methods and procedures are specified.
3. Top management makes important decisions.
4. My loyalty counts as much as my ability to do the

job.
5. Clear lines of authority and responsibility are estab-

lished.
6. Top management is decisive and firm.
7. My career is pretty well planned out for me.
8. I can specialize.
9. My length of service is almost as important as my

level of performance.

5 = strongly agree

4 = agree somewhat

3 = undecided

2 = disagree somewhat

1 = strongly disagree

10. Management is able to provide the information I
need to do my job well.

11. A chain of command is well established.
12. Rules and procedures are adhered to equally by

everyone.
13. People accept authority of a leader’s position.
14. People are loyal to their boss.
15. People do as they have been instructed.
16. People clear things with their boss before going over

his or her head.

Scoring
Total your scores for all questions. Enter the score here
[____].

Interpretation
This assessment measures your preference for working
in an organization designed along “organic” or “mecha-
nistic” lines. The higher your score (above 64), the more
comfortable you are with a mechanistic design; the lower
your score (below 48), the more comfortable you are
with an organic design. Scores between 48 and 64 can go
either way. This organizational design preference repre-
sents an important issue in the new workplace.
Indications are that today’s organizations are taking on
more and more organic characteristics. Presumably,
those of us who work in them will need to be comfortable
with such designs.

Source: John F. Veiga and John N. Yanouzas, The Dynamics of
Organization Theory: Gaining a Macro Perspective (St. Paul, MN:
West, 1979), pp. 158–160. Used by permission.

ASS E S SMENT  11

Which Culture Fits You?
Instructions
Check one of the following organization “cultures” in
which you feel most comfortable working.

1. A culture that values talent, entrepreneurial activity,
and performance over commitment; one that offers
large financial rewards and individual recognition.

Source: Developed from Carol Hymowitz, “Which Corporate
Culture Fits You?” The Wall Street Journal (July 17, 1989), p. B1.

2. A culture that stresses loyalty, working for the good of
the group, and getting to know the right people; one
that believes in “generalists” and step-by-step career
progress.

3. A culture that offers little job security; one that oper-
ates with a survival mentality, stresses that every indi-
vidual can make a difference, and focuses attention on
“turnaround” opportunities.

4. A culture that values long-term relationships; one that
emphasizes systematic career development, regular
training, and advancement based on gaining of func-
tional expertise.
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Scoring
These labels identify the four different cultures: 1 = “the
baseball team,” 2 = “the club,” 3 = “the fortress,” and 4 =
“the academy.”

Interpretation
To some extent, your future career success may depend
on working for an organization in which there is a good

fit between you and the prevailing corporate culture. This
assessment can help you learn how to recognize various
cultures, evaluate how well they can serve your needs,
and recognize how they may change with time. A risk
taker, for example, may be out of place in a “club” but fit
right in with a “baseball team.” Someone who wants to
seek opportunities wherever they may occur may be out
of place in an “academy” but fit right in with a “fortress.”

ASS E S SMENT  12

Least Preferred Coworker Scale
Instructions
Think of all the different people with whom you have ever worked—in jobs, in social
clubs, in student projects, or whatever. Next, think of the one person with whom you
could work least well—that is, the person with whom you had the most difficulty getting
a job done. This is the one person—a peer, boss, or subordinate—with whom you would
least want to work. Describe this person by circling numbers at the appropriate points on
each of the following pairs of bipolar adjectives. Work rapidly. There are no right or
wrong answers.

Scoring
This is called the “least preferred coworker scale” (LPC). Compute your LPC score by
totaling all the numbers you circled; enter that score here [LPC = ____].

Interpretation
The LPC scale is used by Fred Fiedler to identify a person’s dominant leadership style.
Fiedler believes that this style is a relatively fixed part of one’s personality and is there-

Pleasant 8 7 6 5 4 3 2 1 Unpleasant
Friendly 8 7 6 5 4 3 2 1 Unfriendly
Rejecting 1 2 3 4 5 6 7 8 Accepting
Tense 1 2 3 4 5 6 7 8 Relaxed
Distant 1 2 3 4 5 6 7 8 Close
Cold 1 2 3 4 5 6 7 8 Warm
Supportive 8 7 6 5 4 3 2 1 Hostile
Boring 1 2 3 4 5 6 7 8 Interesting
Quarrelsome 1 2 3 4 5 6 7 8 Harmonious
Gloomy 1 2 3 4 5 6 7 8 Cheerful
Open 8 7 6 5 4 3 2 1 Guarded
Backbiting 1 2 3 4 5 6 7 8 Loyal
Untrustworthy 1 2 3 4 5 6 7 8 Trustworthy
Considerate 8 7 6 5 4 3 2 1 Inconsiderate
Nasty 1 2 3 4 5 6 7 8 Nice
Agreeable 8 7 6 5 4 3 2 1 Disagreeable
Insincere 1 2 3 4 5 6 7 8 Sincere
Kind 8 7 6 5 4 3 2 1 Unkind

Source: Fred E. Fiedler and Martin M. Chemers. Improving Leadership Effectiveness: The Leader
Match Concept, 2nd ed. (New York: John Wiley & Sons, Inc., 1984). Used by permission.
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fore difficult to change. This leads Fiedler to his contingency views, which suggest that
the key to leadership success is finding (or creating) good “matches” between style and
situation. If your score is 73 or above, Fiedler considers you a “relationship-motivated”
leader; if your score is 64 and below, he considers you a “task-motivated” leader. If your
score is between 65 and 72, Fiedler leaves it up to you to determine which leadership
style is most like yours.

ASS E S SMENT  13

Leadership Style
Instructions
The following statements describe leadership acts. Indicate the way you would most like-
ly act if you were leader of a work group, by circling whether you would most likely
behave in this way:

A F O S N 1. Act as group spokesperson.
A F O S N 2. Encourage overtime work.
A F O S N 3. Allow members complete freedom in their work.
A F O S N 4. Encourage the use of uniform procedures.
A F O S N 5. Permit members to solve their own problems.
A F O S N 6. Stress being ahead of competing groups.
A F O S N 7. Speak as a representative of the group.
A F O S N 8. Push members for greater effort.
A F O S N 9. Try out ideas in the group.
A F O S N 10. Let the members work the way they think best.
A F O S N 11. Work hard for a personal promotion.
A F O S N 12. Tolerate postponement and uncertainty.
A F O S N 13. Speak for the group when visitors are present.
A F O S N 14. Keep the work moving at a rapid pace.
A F O S N 15. Turn members loose on a job.
A F O S N 16. Settle conficts in the group.
A F O S N 17. Focus on work details.
A F O S N 18. Represent the group at outside meetings.
A F O S N 19. Avoid giving the members too much freedom.
A F O S N 20. Decide what should be done and how it should be done.
A F O S N 21. Push for increased production
A F O S N 22. Give some members authority to act.
A F O S N 23. Expect things to turn out as predicted.
A F O S N 24. Allow the group to take initiative.
A F O S N 25. Assign group members to particular tasks.
A F O S N 26. Be willing to make changes.
A F O S N 27. Ask members to work harder.
A F O S N 28. Trust members to exercise good judgment.
A F O S N 29. Schedule the work to be done.
A F O S N 30. Refuse to explain my actions.
A F O S N 31. Persuade others that my ideas are best.
A F O S N 32. Permit the group to set its own pace.

always (A); frequently (F); occasionally (O); seldom (S); or never (N)
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A F O S N 33. Urge the group to beat its previous record.
A F O S N 34. Act without consulting the group.
A F O S N 35. Ask members to follow standard rules.

T ____ P ____

Scoring
1. Circle items 8, 12, 17, 18, 19, 30, 34 and 35.
2. Write the number 1 in front of a circled item number if you responded S (seldom) or N

(never) to that item.
3. Write a number 1 in front of item numbers not circled if you responded A (always) or F

(frequently).
4. Circle the number 1’s which you have written in front of items 3, 5, 8, 10, 15, 18, 19,

22, 24, 26, 28, 30, 32, 34, and 35.
5. Count the circled number 1’s. This is your score for leadership concern for people.

Record the score in the blank following the letter P at the end of the questionnaire.
6. Count the uncircled number 1’s. This is your score for leadership concern for task.

Record this number in the blank following the letter T.

ASS E S SMENT  14

“TT” Leadership Style
Instructions
For each of the following 10 pairs of statements, divide 5
points between the two according to your beliefs, percep-
tions of yourself, or according to which of the two state-
ments characterizes you better. The 5 points may be
divided between the a and b statements in any one of the
following ways: 5 for a, 0 for b; 4 for a, 1 for b; 3 for a, 2
for b; 1 for a, 4 for b; 0 for a, 5 for b, but not equally (2 1/2)
between the two. Weigh your choices between the two
according to the one that characterizes you or your
beliefs better.

1. (a) As leader I have a primary mission of maintain-
ing stability.

(b) As leader I have a primary mission of change.
2. (a) As leader I must cause events.

(b) As leader I must facilitate events.
3. (a) I am concerned that my followers are rewarded

equitably for their work.
(b) I am concerned about what my followers want

in life.
4. (a) My preference is to think long range: what

might be.
(b) My preference is to think short range: what is

realistic.

Source: Questionnaire by W. Warner Burke, Ph.D. Used by per-
mission.

5. (a) As a leader I spend considerable energy in man-
aging separate but related goals.

(b) As a leader I spend considerable energy in
arousing hopes, expectations, and aspirations
among my followers.

6. (a) Although not in a formal classroom sense, I
believe that a significant part of my leadership
is that of teacher.

(b) I believe that a significant part of my leadership
is that of facilitator.

7. (a) As leader I must engage with followers at an
equal level of morality.

(b) As leader I must represent a higher morality.
8. (a) I enjoy stimulating followers to want to do more.

(b) I enjoy rewarding followers for a job well done.
9. (a) Leadership should be practical.

(b) Leadership should be inspirational.
10. (a) What power I have to influence others comes

primarily from my ability to get people to identi-
fy with me and my ideas.

(b) What power I have to influence others comes
primarily from my status and position.

Scoring
Circle your points for items 1b, 2a, 3b, 4a, 5b, 6a, 7b, 8a,
9b, 10a and add up the total points you allocated to these
items; enter the score here [T = ____]. Next, add up the
total points given to the uncircled items 1a, 2b, 3a, 4b, 5a,
6b, 7a, 8b, 9a, 10b; enter the score here [T = ____].
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Interpretation
This instrument gives an impression of your tendencies
toward “transformational” leadership (your T score) and
“transactional” leadership (your T score). You may want
to refer to the discussion of these concepts in Chapter 15.

Today, a lot of attention is being given to the transforma-
tional aspects of leadership—those personal qualities
that inspire a sense of vision and desire for extraordinary
accomplishment in followers. The most successful lead-
ers of the future will most likely be strong in both “T”s.

ASS E S SMENT  15

Empowering Others
Instructions
Think of times when you have been in charge of a
group—this could be a full-time or part-time work situa-
tion, a student work group, or whatever. Complete the fol-
lowing questionnaire by recording how you feel about
each statement according to this scale.

When in charge of a group I find:

____ 1. Most of the time other people are too inexperi-
enced to do things, so I prefer to do them
myself.

____ 2. It often takes more time to explain things to
others than just to do them myself.

____ 3. Mistakes made by others are costly, so I don’t
assign much work to them.

1 = Strongly disagree

2 = Disagree

3 = Neutral

4 = Agree

5 = Strongly agree

____ 4. Some things simply should not be delegated to
others.

____ 5. I often get quicker action by doing a job myself.
____ 6. Many people are good only at very specific

tasks, and thus can’t be assigned additional
responsibilities.

____ 7. Many people are too busy to take on additional
work.

____ 8. Most people just aren’t ready to handle addi-
tional responsibilities.

____ 9. In my position, I should be entitled to make my
own decisions.

Scoring
Total your responses; enter the score here [____].

Interpretation
This instrument gives an impression of your willingness
to delegate. Possible scores range from 9 to 45. The high-
er your score, the more willing you appear to be to dele-
gate to others. Willingness to delegate is an important
managerial characteristic. It is essential if you—as a
manager—are to “empower” others and give them
opportunities to assume responsibility and exercise self-
control in their work. With the growing importance of
empowerment in the new workplace, your willingness to
delegate is well worth thinking about seriously.

Source: Questionnaire adapted from L. Steinmetz and R. Todd,
First Line Management, Fourth Edition (Homewood, IL:
BPI/Irwin, 1986), pp. 64–67. Used by permission.
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ASS E S SMENT  16

Machiavellianism
Instructions
For each of the following statements, circle the number that most closely resembles your
attitude.

Disagree Agree
Statement A Lot A Little Neutral A Little A Lot

1. The best way to handle people is to tell them what they want to hear. 1 2 3 4 5
2. When you ask someone to do something for you, it is best to give the real 

reason for wanting it rather than reasons that might carry more weight. 1 2 3 4 5
3. Anyone who completely trusts someone else is asking for trouble. 1 2 3 4 5
4. It is hard to get ahead without cutting corners here and there. 1 2 3 4 5
5. It is safest to assume that all people have a vicious streak, and it will come out 

when they are given a chance. 1 2 3 4 5
6. One should take action only when it is morally right. 1 2 3 4 5
7. Most people are basically good and kind. 1 2 3 4 5
8. There is no excuse for lying to someone else. 1 2 3 4 5
9. Most people forget more easily the death of their father than the loss of their 

property. 1 2 3 4 5
10. Generally speaking, people won’t work hard unless forced to do so. 1 2 3 4 5

Source: From R. Christie and F. L. Geis, Studies in Machiavellianism (New York: Academic Press,
1970). By permission.

Scoring and Interpretation
This assessment is designed to compute your Machiavellianism (Mach) score. Mach is a
personality characteristic that taps people’s power orientation. The high-Mach personali-
ty is pragmatic, maintains emotional distance from others, and believes that ends can jus-
tify means. To obtain your Mach score, add up the numbers you checked for questions 1,
3, 4, 5, 9, and 10. For the other four questions, reverse the numbers you have checked,
so that 5 becomes 1; 4 is 2; and 1 is 5. Then total both sets of numbers to find your score.
A random sample of adults found the national average to be 25. Students in business and
management typically score higher.

The results of research using the Mach test have found: (1) men are generally more
Machiavellian than women; (2) older adults tend to have lower Mach scores than
younger adults; (3) there is no significant difference between high Machs and low
Machs on measures of intelligence or ability; (4) Machiavellianism is not significantly
related to demographic characteristics such as educational level or marital status; and (5)
high Machs tend to be in professions that emphasize the control and manipulation of
people—for example, managers, lawyers, psychiatrists, and behavioral scientists.
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ASS E S SMENT  17

Personal Power Profile
Contributed by Marcus, Maier, Chapman University

Instructions
Below is a list of statements that may be used in describing behaviors that supervisors
(leaders) in work organizations can direct toward their subordinates (followers). First,
carefully read each descriptive statement, thinking in terms of how you prefer to influence
others. Mark the number that most closely represents how you feel. Use the following
numbers for your answers.

5 = Strongly agree

4 = Agree

3 = Neither agree nor disagree

2 = Disagree

1 = Strongly disagree

Source: Modified version of T. R. Hinken and C. A. Schriesheim, “Development and Application of
New Scales to Measure the French and Raven (1959) Bases of Social Power.” Journal of Applied
Psychology, Vol. 74, 1989, 561–567.

Strongly Neither Agree Strongly
Disagree Disagree nor Disagree Agree Agree

To influence others, I would prefer to:
1. Increase their pay level 1 2 3 4 5
2. Make them feel valued 1 2 3 4 5
3. Give undesirable job assignments 1 2 3 4 5
4. Make them feel like I approve of them 1 2 3 4 5
5. Make them feel that they have commitments to meet 1 2 3 4 5
6. Make them feel personally accepted 1 2 3 4 5
7. Make them feel important 1 2 3 4 5
8. Give them good technical suggestions 1 2 3 4 5
9. Make the work difficult for them 1 2 3 4 5

10. Share my experience and/or training 1 2 3 4 5
11. Make things unpleasant here 1 2 3 4 5
12. Make being at work distasteful 1 2 3 4 5
13. Influence their getting a pay increase 1 2 3 4 5
14. Make them feel like they should satisfy their job requirements 1 2 3 4 5
15. Provide them with sound job-related advice 1 2 3 4 5
16. Provide them with special benefits 1 2 3 4 5
17. Influence their getting a promotion 1 2 3 4 5
18. Give them the feeling that they have responsibilities to fulfill 1 2 3 4 5
19. Provide them with needed technical knowledge 1 2 3 4 5
20. Make them recognize that they have tasks to accomplish 1 2 3 4 5
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Scoring
Using the grid below, insert your scores from the 20 questions and proceed as follows:
Reward power—sum your response to items 1, 13, 16, and 17 and divide by 4. Coercive
power—sum your response to items 3, 9, 11, and 12 and divide by 4. Legitimate power—
sum your response to questions 5, 14, 18, and 20 and divide by 4. Referent power—sum
your response to questions 2, 4, 6, and 7 and divide by 4. Expert power—sum your
response to questions 8, 10, 15, and 19 and divide by 4.

Interpretation
A high score (4 and greater) on any of the five dimensions of power implies that you pre-
fer to influence others by employing that particular form of power. A low score (2 or
less) implies that you prefer not to employ this particular form of power to influence oth-
ers. This represents your power profile. Your overall power position is not reflected by
the simple sum of the power derived from each of the five sources. Instead, some combi-
nations of power are synergistic in nature—they are greater than the simple sum of their
parts. For example, referent power tends to magnify the impact of other power sources
because these other influence attempts are coming from a “respected” person. Reward
power often increases the impact of referent power, because people generally tend to like
those who give them things that they desire. Some power combinations tend to produce
the opposite of synergistic effects, such that the total is less than the sum of the parts.
Power dilution frequently accompanies the use of (or threatened use of) coercive power.

Reward Coercive Legitimate Referent Expert

1 ____ 3 ____ 5 ____ 2 ____ 8 ____
13 ____ 9 ____ 14 ____ 4 ____ 10 ____
16 ____ 11 ____ 18 ____ 6 ____ 15 ____
17 ____ 12 ____ 20 ____ 7 ____ 19 ____

Total ____ ____ ____ ____ ____
Divide by 4 ____ ____ ____ ____ ____

ASS E S SMENT  18

Your Intuitive Ability
Instructions
Complete this survey as quickly as you can. Be honest
with yourself. For each question, select the response that
most appeals to you.

1. When working on a project, do you prefer to:
(a) Be told what the problem is but be left free to

decide how to solve it?
(b) Get very clear instructions about how to go

about solving the problem before you start?
2. When working on a project, do you prefer to work

with colleagues who are:
(a) Realistic?

Source: AIM Survey (El Paso, TX: ENFP Enterprises, 1989).
Copyright © 1989 by Weston H. Agor. Used by permission.

(b) Imaginative?
3. Do you most admire people who are:

(a) Creative?
(b) Careful?

4. Do the friends you choose tend to be:
(a) Serious and hard working?
(b) Exciting and often emotional?

5. When you ask a colleague for advice on a problem
you have, do you:

(a) Seldom or never get upset if he or she questions
your basic assumptions?

(b) Often get upset if he or she questions your
basic assumptions?

6. When you start your day, do you:
(a) Seldom make or follow a specific plan?
(b) Usually first make a plan to follow?
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7. When working with numbers do you find that you:
(a) Seldom or never make factual errors?
(b) Often make factual errors?

8. Do you find that you:
(a) Seldom daydream during the day and really

don’t enjoy doing so when you do it?
(b) Frequently daydream during the day and enjoy

doing so?
9. When working on a problem, do you:

(a) Prefer to follow the instructions or rules when
they are given to you?

(b) Often enjoy circumventing the instructions or
rules when they are given to you?

10. When you are trying to put something together, do
you prefer to have:

(a) Step-by-step written instructions on how to
assemble the item?

(b) A picture of how the item is supposed to look
once assembled?

11. Do you find that the person who irritates you the
most is the one who appears to be:

(a) Disorganized?
(b) Organized?

12. When an expected crisis comes up that you have to
deal with, do you:

(a) Feel anxious about the situation?

(b) Feel excited by the challenge of the situation?

Scoring
Total the number of “a” responses circled for questions 1,
3, 5, 6, 11; enter the score here [A = ____]. Total the
number of “b” responses for questions 2, 4, 7, 8, 9, 10, 12;
enter the score here [B = ____]. Add your “a” and “b”
scores and enter the sum here [A + B = ____]. This is
your intuitive score. The highest possible intuitive score
is 12; the lowest is 0.

Interpretation
In his book Intuition in Organizations (Newbury Park,
CA: Sage, 1989), pp. 10–11, Weston H. Agor states:
“Traditional analytical techniques . . . are not as useful
as they once were for guiding major decisions. . . . If
you hope to be better prepared for tomorrow, then it only
seems logical to pay some attention to the use and devel-
opment of intuitive skills for decision making.” Agor
developed the prior survey to help people assess their
tendencies to use intuition in decision making. Your
score offers a general impression of your strength in 
this area. It may also suggest a need to further develop
your skill and comfort with more intuitive decision
approaches.

ASS E S SMENT  19

Decision-Making Biases
Instructions
How good are you at avoiding potential decision-making
biases? Test yourself by answering the following ques-
tions:

1. Which is riskier:
(a) driving a car on a 400-mile trip?
(b) flying on a 400-mile commercial airline flight?

2. Are there more words in the English language:
(a) that begin with “r”?
(b) that have “r” as the third letter?

3. Mark is finishing his MBA at a prestigious university.
He is very interested in the arts and at one time consid-

Source: Incidents from Max H. Bazerman, Judgment in 
Managerial Decision Making, 3rd ed. (New York: John Wiley &
Sons, Inc., 1994), pp. 13–14. Used by permission.

ered a career as a musician. Is Mark more likely to take a
job:
(a) in the management of the arts?
(b) with a management consulting firm?

4. You are about to hire a new central-region sales direc-
tor for the fifth time this year. You predict that the next di-
rector should work out reasonably well since the last four
were “lemons” and the odds favor hiring at least one good
sales director in five tries. Is this thinking
(a) correct?
(b) incorrect?

5. A newly hired engineer for a computer firm in the
Boston metropolitan area has 4 years’ experience and
good all-around qualifications. When asked to estimate
the starting salary for this employee, a chemist with very
little knowledge about the profession or industry guessed
an annual salary of $35,000. What is your estimate?
$____ per year



356 THE OB SKILLS WORKBOOK

Scoring
Your instructor will provide answers and explanations for
the assessment questions.

Interpretation
Each of the preceding questions examines your ten-
dency to use a different judgmental heuristic. 
In his book Judgment in Managerial Decision Making,
3rd ed. (New York: John Wiley & Sons, 1994), pp. 6 – 7,
Max Bazerman calls these heuristics “simplifying strate-
gies, or rules of thumb” used in making decisions. He
states, “In general, heuristics are helpful, but their use
can sometimes lead to severe errors. . . . If we can
make managers aware of the potential adverse impacts

of using heuristics, they can then decide when and
where to use them.” This assessment offers an initial in-
sight into your use of such heuristics. An informed deci-
sion maker understands the heuristics, is able to recog-
nize when they appear, and eliminates any that may
inappropriately bias decision making.

Test yourself further. Before hearing from your in-
structor, go back and write next to each item the name of
the judgmental heuristic (see Chapter 3 text discussion)
that you think applies.

Then write down a situation that you have experi-
enced and in which some decision-making bias may have
occurred. Be prepared to share and discuss this incident
with the class.

ASS E S SMENT  20

Conflict Management Styles
Instructions
Think of how you behave in conflict situations in which your wishes differ from those of one
or more persons. In the space to the left of each statement below, write the number from the
following scale that indicates how likely you are to respond that way in a conflict situation.

____ 1. I am usually firm in pursuing my goals.
____ 2. I try to win my position.
____ 3. I give up some points in exchange for others.
____ 4. I feel that differences are not always worth worrying about.
____ 5. I try to find a position that is intermediate between the other person’s and mine.
____ 6. In approaching negotiations, I try to be considerate of the other person’s wishes.
____ 7. I try to show the logic and benefits of my positions.
____ 8. I always lean toward a direct discussion of the problem.
____ 9. I try to find a fair combination of gains and losses for both of us.
____10. I attempt to work through our differences immediately.
____11. I try to avoid creating unpleasantness for myself.
____12. I try to soothe the other person’s feelings and preserve our relationships.
____13. I attempt to get all concerns and issues immediately out in the open.
____14. I sometimes avoid taking positions that would create controversy.
____15. I try not to hurt others’ feelings.

Scoring
Total your scores for items 1, 2, 7; enter that score here [Competing = ____]. Total your
scores for items 8, 10, 13; enter that score here [Collaborating = ____]. Total your scores

1 = very unlikely 2 = unlikely 3 = likely 4 = very likely

Source: Adapted from Thomas-Kilmann, Conflict Mode Instrument, Copyright © 1974, Xicom, Inc.,
Tuxedo, NY 10987. Used by permission.
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for items 3, 5, 9; enter that score here [Compromising = ____]. Total your scores for
items 4, 11, 14; enter that score here. [Avoiding = ____]. Total your scores for items 6, 12,
15; enter that score here [Accommodating = ____].

Interpretation
Each of the scores above corresponds to one of the conflict management styles discussed in
Chapter 15. Research indicates that each style has a role to play in management but that the
best overall conflict management approach is collaboration; only it can lead to problem solv-
ing and true conflict resolution. You should consider any patterns that may be evident in your
scores and think about how to best handle conflict situations in which you become involved.

ASS E S SMENT  21

Your Personality Type
Instructions
How true is each statement for you?

Scoring
Add all your scores to create a total score = ____.

Interpretation
Type A personalities (hurried and competitive) tend to score 36 and above. Type B per-
sonalities (relaxed) tend to score 22 and below. Scores of 23–35 indicate a balance or
mix of Type A and Type B.

Not True At Not True or Very
All Untrue True

1. I hate giving up before I’m absolutely 
sure that I’m licked. 1 2 3 4 5

2. Sometimes I feel that I should not be work-
ing so hard, but something drives me on. 1 2 3 4 5

3. I thrive on challenging situations. The 
more challenges I have, the better. 1 2 3 4 5

4. In comparison to most people I know, I’m 
very involved in my work. 1 2 3 4 5

5. It seems as if I need 30 hours a day to 
finish all the things I’m faced with. 1 2 3 4 5

6. In general, I approach my work more 
seriously than most people I know. 1 2 3 4 5

7. I guess there are some people who can be 
nonchalant about their work, but I’m not 
one of them. 1 2 3 4 5

8. My achievements are considered to be 
significantly higher than those of most 
people I know. 1 2 3 4 5

9. I’ve often been asked to be an officer of 
some group or groups. 1 2 3 4 5

Source: From Job Demands and Worker Health (HEW Publication No. [NIOSH] 75–160),
(Washington, DC: US Department of Health, Education and Welfare, 1975), pp. 253–54.



358 THE OB SKILLS WORKBOOK

ASS E S SMENT  22

Time Management Profile
Instructions
Complete the following questionnaire by indicating “Y”
(yes) or “N” (no) for each item. Force yourself to re-
spond yes or no. Be frank and allow your responses to
create an accurate picture of how you tend to respond
to these kinds of situations.

____ 1. When confronted with several items of similar
urgency and importance, I tend to do the easiest
one first.

____ 2. I do the most important things during that part
of the day when I know I perform best.

____ 3. Most of the time I don’t do things someone else
can do; I delegate this type of work to others.

____ 4. Even though meetings without a clear and
useful purpose upset me, I put up with them.

____ 5. I skim documents before reading them and
don’t complete any that offer a low return on my
time investment.

____ 6. I don’t worry much if I don’t accom-
plish at least one significant task each day.

____ 7. I save the most trivial tasks for that 
time of day when my creative energy is lowest.

____ 8. My workspace is neat and organized.

____ 9. My office door is always “open”; I never work in
complete privacy.

____ 10. I schedule my time completely from start to
finish every workday.

____ 11. I don’t like “to do” lists, preferring 
to respond to daily events as they 
occur.

____ 12. I “block” a certain amount of time each day or
week that is dedicated to high-priority activities.

Scoring
Count the number of “Y” responses to items 2, 3, 5, 7, 8,
12. [Enter that score here ____.] Count the number of “N”
responses to items 1, 4, 6, 9, 10, 11. [Enter that score here
____.] Add together the two scores.

Interpretation
The higher the total score, the closer your behavior
matches recommended time management guidelines.
Reread those items where your response did not match
the desired one. Why don’t they match? Do you have rea-
sons why your behavior in this instance should be differ-
ent from the recommended time management guideline?
Think about what you can do (and how easily it can be
done) to adjust your behavior to be more consistent with
these guidelines. For further reading, see Alan Lakein,
How to Control Your Time and Your Life (New York: David
McKay), and William Oncken, Managing Management
Time (Englewood Cliffs, NJ: Prentice Hall, 1984).

Source: Suggested by a discussion in Robert E. Quinn, Sue R.
Faerman, Michael P. Thompson, and Michael R. McGrath, 
Becoming a Master Manager: A Contemporary Framework (New
York: John Wiley & Sons, Inc., 1990), pp. 75–76.


