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Preface

It has been said that the only constant is change. And change continues to be the
watchword for managers everywhere. Now more than ever, managers need a
comprehensive and sophisticated understanding of the assets, tools, and resources
they can draw upon to compete most effectively. And understanding the people who
comprise organizations—operating employees, managers, engineers, support staff, sales
representatives, decision makers, professionals, maintenance workers, and adminis-
trative employees—is critical for any manager who aspires to understand change and
how his or her organization needs to respond to that change.

As we prepared this edition of Organizational Behavior: Managing People and
Organizations, we once again relied on a fundamental assumption that has helped the
book remain a market leader since the publication of its first edition more than two
decades ago: we must equip today’s students (and tomorrow’s managers) with a
perspective on managing people that allows them to create, interpret, judge, imagine,
and build behaviors and relationships. This perspective requires students to gain a firm
grasp of the fundamentals of human behavior in organizations—the basic foundations of
behavior—so that they can develop new answers to the new problems they encounter. As
new challenges are thrust upon us from around the world by global competition, new
technologies, newer and faster information processes, new worldwide uncertainties, and
customers who demand the best in quality and service, the next generation of managers
will need to go back to basics—the fundamentals—and then combine those basics with
valid new experiences in a complex world, and ultimately develop creative new solutions,
processes, products, or services to gain competitive advantage.

THE TEXT THAT MEETS THE CHALLENGE

This edition of Organizational Behavior: Managing People and Organizations takes on
that charge by providing the basics in each area, bolstered by the latest research in the
field and infused with examples of what companies are doing in each area. We open each
chapter with a textual introduction that weaves in a new opening incident and provides
an immediate example of how the chapter topic is relevant in organizations. Chapter
outlines and learning objectives are also presented at the beginning of each chapter. We
continue to build and reinforce learning techniques at the end of each chapter in order
to provide more opportunities to work with the chapter content. In addition to the end-
of-chapter case, experiential exercise, and self-assessment exercise, we have added an
exercise that will give students the opportunity to build their own managerial skills.
Organizational Behavior: Managing People and Organizations prepares and energizes
managers of the future for the complex and challenging tasks of the new century while it
preserves the past contributions of the classics. It is comprehensive in its presentation of
practical perspectives, backed up by the research and learning of the experts. We expect
each reader to be inspired by the most exciting task of the new century: managing people
in organizations.
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CONTENT AND ORGANIZATION

The eleventh edition of Organizational Behavior: Managing People and Organizations
retains the same basic overall organization that has worked so well for over 25 years. But
within that framework, we also introduce several exciting and innovative changes that
will further enhance the book’s usefulness.

Part I discusses the managerial context of organizational behavior. In Chapter 1 we
introduce the basic concepts of the field, discuss the importance of the study of
organizational behavior, and relate organizational behavior to the broader field of
management. Our new Chapter 2 focuses on the changing environment of organizations.
The key topics addressed in this chapter are globalization, diversity, technology, ethics
and corporate governance, and new employment relationships.

Part II includes six chapters that focus on the fundamental individual processes in
organizations: individual behavior, motivation, employee performance, work stress, and
decision making. Chapter 3 presents the foundations for understanding individual
behavior in organizations by discussing the psychological nature of people, elements of
personality, individual attitudes, perceptual processes, and workplace behavior. Cover-
age of emotional intelligence has also been added to this chapter. Chapter 4 focuses on
the two primary categories of motivation theories: need-based approaches and process-
based approaches. Chapters 5 and 6, meanwhile, move away from theory per se and
describe some of the more important methods and techniques used by organizations to
actually implement the theories of motivation, with Chapter 5 discussing work-related
methods for motivating employees and Chapter 6 addressing reward-based approaches
to motivation. Work stress, another important element of individual behavior in
organizations, is covered in Chapter 7. Finally, Chapter 8 is devoted to decision making
and problem solving.

In Part III we move from the individual aspects of organizational behavior to the
more interpersonal aspects of the field, including communication, groups and teams,
leadership and influence processes, power and politics, and conflict and negotiations.
Chapters 9 and 10 are a two-chapter sequence on groups and teams in organizations. We
believe there is too much important material to just have one chapter on these topics.
Therefore, we present the basics of understanding the dynamics of small-group behavior
in Chapter 9 and discuss the more applied material on teams in Chapter 10. In this
manner, readers get to understand the more basic processes first before tackling the
more complex issues in developing teams in organizations. Chapter 11 describes the
behavioral aspects of communication in organizations. We present leadership in a two-
chapter sequence, examining models and concepts in Chapter 12 and contemporary
views in Chapter 13. We believe users will especially enjoy Chapter 13, with its coverage
of strategic, ethical, and virtual leadership, as well as gender and cross-cultural impacts
on leadership. Closely related to leadership are the concepts of power, politics, and
workplace justice. This material is covered in Chapter 14. Part III closes with Chapter 15,
devoted to conflict and negotiations in organizations.

In Part IV we address more macro and system-wide aspects of organizational
behavior. Chapter 16, the first of a two-chapter sequence on organizational structure and
design, presents the classical view of organizations and then describes the basic building
blocks of organizations—division of labor, specialization, centralization, formalization,
responsibility, and authority. Chapter 17 describes more about the factors and the
process through which the structure of an organization is matched to fit the demands of
change, new technology, and expanding competition, including global issues. Chapter 18
moves on to the more elusive concept of organizational culture. The final chapter,
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Chapter 19, could really be the cornerstone of every chapter, because it presents the
classical and contemporary views of organizational change. Due to the demands on
organizations today, as stated earlier and by every management writer alive, change is
the order of the day, the year, the decade, and the new century.

FEATURES OF THE BOOK

This edition of Organizational Behavior: Managing People and Organizations is guided
by our continuing devotion to the preparation of the next generation of managers. This
is reflected in several key elements of the book that stem, we believe, from this guiding
principle: a strong student orientation; contemporary content; a real-world, applied
approach; and effective pedagogy.

Student Orientation

We believe that students, instructors, and other readers will agree with our students’
reactions to the book as being easy and even enjoyable to read with its direct and active
style. We have tried to retain the comprehensive nature of the book while writing in a
style that is active and lively and geared to the student reader. We want students to enjoy
reading the book while they learn from it. All of the figures include meaningful captions
to tie the figure directly to the concepts. The end-of-chapter features retain the popular
experiential exercises and the diagnostic questionnaire, or self-assessments, and the
real-world cases that show how the chapter material relates to actual practice.

Contemporary Content Coverage

This edition continues our tradition of presenting the most modern management
approaches as expressed in the popular press and in academic research. The basic
structure of the book remains the same, but you will find new coverage that represents
the most recent research in many areas of the book.

Real-World, Applied Approach

The organizations cited in the opening incidents, examples, cases, and boxed features
throughout this edition represent a blend of large, well-known and smaller, less well-
known organizations so that students will see the applicability of the material in a variety
of organizational settings. Each chapter opens and closes with concrete examples of
relevant topics from the chapter. Each chapter also contains one or two topical boxes
dealing with issues such as change, diversity, and ethics. Each box has a unique,
identifying icon that distinguishes it and makes it easier for students to identify.

Effective Pedagogy

Our guiding objective continues to be to put together a package that enhances student
learning. The package includes several features of the book, many of which have already
been mentioned.

o Each chapter begins with a “Chapter Outline and Objectives” and ends with a
“Synopsis.”

o “Discussion Questions” at the end of each chapter stimulate interaction among
students and provide a guide to complete studying of the chapter concepts.

o An “Experiencing Organizational Behavior” exercise at the end of each chapter
helps students make the transition from textbook learning to real-world
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applications. The end-of-chapter case, “How Do You See It?” also assists in this
transition.

o A “Self-Assessment Exercise” activity at the end of each chapter gives students the
opportunity to apply a concept from the chapter to a brief self-assessment or
diagnostic activity.

o The “Building Managerial Skills” activity provides an opportunity for students to
“get their hands dirty” and really use something discussed in the chapter.

»  Figures, tables, photographs, and cartoons offer visual and humorous support for
the text content. Explanatory captions to figures, photographs, and cartoons
enhance their pedagogical value.

o A running marginal glossary and a complete glossary found on the textbook website
provide additional support for identifying and learning key concepts.

A new design reflects this edition’s content, style, and pedagogical program. The
colors remain bold to reflect the dynamic nature of the behavioral and managerial
challenges facing managers today, and the interior photographs in this edition have been
specially selected to highlight the dynamic world of organizational behavior.

CHANGES TO THIS EDITION

While our book retains its proven basic framework and approach, we have also made
many changes in this edition. Some of these changes are revisions and updates, and
others are new features and new content. The major changes are as follows:

Updates and Revisions

All of the cases and boxed inserts are either new to this edition or heavily revised and
updated versions from the previous edition. In addition, the newest research is cited
throughout the book and examples updated to reflect the very latest events.

New Pedagogy

We have added two significant new pedagogical elements to this edition as well. First,
while our book has always presented a balanced view of both service and non-service
businesses, in this edition we decided to emphasize the growing service component of
the business world in an even clearer manner. Specifically, we have added a “Service” box
in each chapter that highlights the chapter content from a direct service orientation. In
addition, we have also replaced the traditional chapter-closing case with a series of
interesting and current video cases. We believe you will find these to be both valuable
and engaging.

New Content

Finally, we have also added a substantial amount of new coverage of emerging topics and
concepts. The major ones include:

o Chapter 2: A revised section focusing on how to frame ethical issues

o Chapter 5: A new discussion of extended work schedules as they relate to employee
motivation

o Chapter 6: A new discussion of the balanced scorecard approach to performance
management

o Chapter 8: A new chapter organization and new coverage of both evidence-based
decision making and prospect theory

o Chapter 13: New coverage of the GLOBE leadership project
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»  Chapter 16: New discussion of Sony Corporation’s reorganization by product in
2009 and 2012. Additional comments on how authority and responsibility may
differ across cultures.

o Chapter 17: New discussion of the “boss-less” or “boss-free” organization

o Chapter 18: Expanded discussion of innovation with examples

o Chapter 19: Revised discussion (with data) on people working from home and the
“office-less” office as workplace changes

SUPPLEMENTS

Instructor Supplements

« Instructor’s Resource CD-ROM (ISBN-10: 1435462831 | ISBN-13:
9781435462830)
Find all of the helpful, time-saving teaching resources you need to create a dynamic,
interactive management course in this all-in-one Instructor’s Resource CD. The
Instructor’s Resource CD includes the Instructor’s Manual (IM) files, ExamView®
testing files, Test Bank files in Word®, PowerPoint® slides, and a DVD Guide to help
you most effectively use this edition’s accompanying video cases. Updated content
throughout the IM and PowerPoint slides reflects the latest editions on the text.
Almost one third of the Test Bank questions are new. The IM, PowerPoints, and
DVD Guide are also available on the instructor website.

« DVD for Organizational Behavior (ISBN-10: 1435462076 | ISBN-13:
9781435462076)
Completely revised from the previous edition, nineteen NEW clips bring
organizational behavior to life by challenging students’ understanding and
reinforcing concepts from the book. The clips are tied to the end of chapter, “How
Do You See It?” Cases. The accompanying DVD guide (available on the Instructor’s
Companion Website) offers detailed descriptions of the segments, including chapter
learning goals, chapter concepts spotlighted in segments, a synopsis, case discussion
questions and suggested answers. These videos can also be found streaming on the
CourseMate site as well as being offered as homework quizzing in CengageNOW.

Student Supplements

« Management CourseMate with eBook Instant Access Code (ISBN-10:
1133629644 | ISBN-13: 9781133629641)
The more you study, the better the results. Make the most of your study time by
accessing everything you need to succeed in one place. Read your textbook online,
take notes, review flashcards, watch videos, play games, and take practice quizzes—
online with CourseMate.

o CengageNOW with eBook Instant Access Code (ISBN-10: 1133663664 |
ISBN-13: 9781133663669)
CengageNOW is an easy-to-use online resource that helps you study in LESS TIME
to get the grade you want NOW. A Personalized Study diagnostic tool assists you in
accessing areas where you need to focus study. Built-in technology tools help you
master concepts and prepare for exams and daily class.
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o Cengage Learning Write Experience 2.0 Powered by MyAccess with eBook
Instant Access Code (ISBN-10: 1133663656 | ISBN-13: 9781133663652)
Cengage Learning’s Write Experience is a new technology that is the first in higher
education to offer students the opportunity to improve their writing and analytical
skills without adding to professors’ workload. Offered through an exclusive
agreement with Vantage Learning, creator of the software used for GMAT essay
grading, Write Experience evaluates students” answers to a select set of assignments
for writing for voice, style, format, and originality. For more information about this
unique course solution, contact your local sales representative or visit www.cengage
.com/writeexperience. Better Writing. Better Outcomes. Write Experience.

/EBRAS?!?

But why zebras on the cover? Well, for one thing, they present an attractive image. But
more seriously, if we look a bit closer we can see that while all zebras look similar to one
another, in reality the markings and patterns on each are unique. They are social animals
that live and travel in groups. Within each group there is a well defined hierarchy based
on power and status, and each group has a leader. And the group itself works with
certain other groups (such as impala and wildebeests) to protect itself from other groups
(most notably lions). When you have finished reading and studying this book, you will
come to understand that, like zebras, each of us as a human being has certain things in
common with all other humans, but each of us is also unique. We are social, live and
travel in groups, have hierarchies and leaders, and both collaborate and compete with
others. So, what can managers learn from zebras? Maybe not much, but they are still
wonderful creatures to watch!

We would like to hear from you about your experiences in using the book. We want
to know what you like and what you do not like about it. Please write to us via e-mail to
tell us about your learning experiences. You may contact us at:

Ricky Griffin
rgriffin@tamu.edu

Greg Moorhead
greg.moorhead@asu.edu
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An Overview of

1

Organizational
Behavior

No Company for Old-Fashioned Management

“When you think about employees first, the bottom line is better.”

—Kevin Stickles, VP for Human Resources, Wegmans Food Markets

If you're looking for the best Parmesan cheese for your chicken parmigiana recipe,
you might try Wegmans, especially if you happen to live in the vicinity of Pittsford,
New York. Cheese department manager Carol Kent will be happy to recommend
the best brand because her job calls for knowing cheese as well as managing some
20 subordinates. Kent is a knowledgeable employee, and knowledgeable employees,
boasts Wegmans CEO Danny Wegman, are “something our competitors don’t have
and our customers couldn’t get anywhere else.”

Wegmans Food Markets, a family-owned East Coast chain with nearly 80 outlets
in 6 states, prides itself on its commitment to customers, and it shows: It ranks at the
top of the latest Consumer Reports survey of the best national and regional grocery
stores. But commitment to customers is only half of the overall Wegmans strategy,
which calls for reaching the company’s customers through its employees. “How do
we differentiate ourselves?” asks Wegman, who then proceeds to answer his own
question: “If we can sell products that require knowledge in terms of how you use
them, that’s our strategy. Anything that requires knowledge and service gives us a
reason to be.” That’s the logic behind one of Carol Kent’s recent assignments—one
which she understandably regards as a perk: Wegmans sent her to ltaly to conduct a
personal study of Italian cheese. “We sat with the families [that make the cheeses],”
she recalls, “broke bread with them. It helped me understand that we’re not just
selling a piece of cheese. We're selling a tradition, a quality.”

Kent and the employees in her department also enjoy the best benefits package
in the industry, including fully paid health insurance. And that includes part-timers,
who make up about two-thirds of the company’s workforce of more than 42,000. In
part, the strategy of extending benefits to this large segment of the labor force is
intended to make sure that stores have enough good workers for crucial peak
periods, but there’s no denying that the costs of employee-friendly policies can
mount up. At 15 to 17 percent of sales, for example, Wegmans’ labor costs are
well above the 12 percent figure for most supermarkets. But according to one
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company HR executive, holding down labor
costs isn’t necessarily a strategic priority: “We
would have stopped offering free health
insurance [to part-timers] a long time ago,” she

admits, “if we tried to justify the costs.”
Besides, employee turnover at Wegmans
is just 6 percent—about half the industry
average. And this is an industry in which total
turnover costs have been known to outstrip
total annual profits by 40 percent. Wegmans
employees tend to be knowledgeable
because about 20 percent of them have been
with the company for at least 10 years, and
many have logged at least a quarter century.
Says one 19-year-old college student who
works at an upstate New York Wegmans
while pursuing a career as a high school
history teacher, “l love this place. If teaching
doesn’t work out, | would so totally work at
Wegmans.” Edward McLaughlin, who directs
the Food Industry Management Program at
Cornell University, understands this sort of
Wegmans is known as one of the most effectively managed attitude: “When you’re a 16-year-old kid, the
ot oo | 1254 thing you want t0 o is wear a geeky shit
process and is happy to explain it to customers. and work for a supermarket,” but at Wegmans,
he explains, “it's a badge of honor. You're not a
geeky cashier. You're part of the social fabric.”
In 2012, Wegmans placed fourth in Fortune magazine’s annual list of “100 Best
Companies to Work For’—good for 15 consecutive years on the list and 8 straight
top-7 finishes. “lt says that we’re doing something right,” says a company
spokesperson, “and that there’s no better way to take care of our customers than to
be a great place for our employees to work.” “Our employees,” explains VP for
Human Resources Kevin Stickles, “are our number-one asset, period. The first
question you ask is: ‘Is this the best thing for the employee?’ ” The approach, argues
Stickles, anchors a solid business model: “When you think about employees first, the
bottom line is better. We want our employees to extend the brand to our customers.”
In addition to its healthcare package, Wegmans has been cited for such perks
as fitness center discounts, compressed work weeks, telecommuting, and
domestic-partner benefits (which extend to same-sex partners). Under the
company’s Employee Scholarship Program, full-time workers can also receive up

to $2,200 a year for four years, and part-timers up to $1,500.

racy A. Woodward/Washington Post/Getty Images
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Since its inception in 1984, the program has handed out more than $81 million
in scholarships to more than 25,000 employees, including $4.5 million in 2011. Like
most Wegman policies, this one combines employee outreach with long-term
corporate strategy: “This program has made a real difference in the lives of many
young people,” says president Colleen Wegman, who adds that it's also “one of the
reasons we’ve been able to attract the best and the brightest to work at Wegmans.”

Granted, Wegmans, which has remained in family hands since its founding in
1916, has an advantage in being as generous with its resources as its family of top
executives wants to be: It doesn’t have to do everything with quarterly profits in
mind. Mired in a “public mentality,” says Stickles, “the first thing [other companies]
think about is the quarter. The first thing is that you cut labor.” The Wegman family,
adds senior VP Mary Ellen Burris, has no intention of taking the company public:
“It takes away your ability to focus on your people and your customers.”

Wegmans likes to point out that taking care of its employees is a longstanding
priority. Profit sharing and fully funded medical coverage were introduced in 1950
by Robert Wegman, son and nephew of brothers Walter and John, who opened
the firm’s original flagship store in Rochester, New York, in 1930. Why did Robert
Wegman make such generous gestures to his employees way back then?
“Because,” he says simply, “l was no different from them.”

What Do You Think?

1. Why don’t more firms adopt the kind of management practices that have
contributed to Wegmans’ success?

2. Under what circumstances might Wegmans be forced to change its approach
to dealing with its employees?

References: Maria Panaritis, “Wegmans Tops List in Consumer Survey,” Philadelphia Inquirer,

April 3, 2012, www.philly.com on April 5, 2012; Jon Springer, “Danny Wegman,” Supermarket News,
July 14, 2009, http://supermarketnews.com on April 15, 2011; David Rohde, “The Anti-Walmart:

The Secret Sauce of Wegmans Is People,” The Atlantic, March 23, 2012, www.theatlantic.com on
April 5, 2012; Michael A. Prospero, “Employee Innovator: Wegmans,” Fast Company, October 2004,
www.fastcompany.com on April 5, 2012; “100 Best Companies to Work For,” Fortune, February 6,
2012, http://money.cnn.com on April 5, 2012; “Wegmans Scholarships” (2012), www.wegmans.com
on April 5, 2012; “Wegmans Announces 2011 Employee Scholarship Recipients,” press release,
June 17, 2011, www.wegmans.com on April 5, 2012.

In many ways a Wegmans store may not look substantially different from a large
national chain store. But its dual emphasis on both customer and employee satisfaction
had paid big dividends as the firm continues to thrive through good times and bad.
Regardless of their size, scope, or location, all organizations have at least one thing in
common—they are comprised of people. It is these people who make decisions about
the strategic direction of a firm, it is they who acquire the resources the firm uses to
create new products, and it is they who sell those products. People manage a firm’s cor-
porate headquarters, its warehouses, and its information technology, and it is people who
clean up at the end of the day. No matter how effective a manager might be, all
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organizational successes—and failures—are the result of the behaviors of many people.
Indeed, no manager can succeed without the assistance of others.

Thus, any manager—whether responsible for a big business such as Google,
Abercrombie & Fitch, General Electric, Apple, Starbucks, or British Airways; for a niche
business such as the Boston Celtics basketball team or the Mayo Clinic; or for a local
Pizza Hut restaurant or neighborhood dry cleaning establishment—must strive to under-
stand the people who work in the organization. This book is about those people. It is
also about the organization itself and the managers who operate it. The study of organi-
zations and the study of the people who work in them together constitute the field of
organizational behavior. Our starting point in exploring this field begins with a more
detailed discussion of its meaning and its importance to managers.

WHAT IS ORGANIZATIONAL BEHAVIOR?

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

The Meaning of Organizational Behavior

Organizational Organizational behavior (OB) is the study of human behavior in organizational
behavior is the study of  settings, of the interface between human behavior and the organization, and of the
human behavior in organization itself." Although we can focus on any one of these three areas, we must
organizational settings, 4]0 remember that all three are ultimately necessary for a comprehensive understanding

the interface between
human behavior and
the organization, and
the organization itself.

of organizational behavior. For example, we can study individual behavior without
explicitly considering the organization. But because the organization influences and is
influenced by the individual, we cannot fully understand the individual’s behavior with-
out learning something about the organization. Similarly, we can study organizations
without focusing explicitly on the people within them. But again, we are looking
at only a portion of the puzzle. Eventually we must consider the other pieces, as well
as the whole.

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

But individuals do not work in isolation. They come in contact with other people
and with the organization in a variety of ways. Points of contact include managers,
coworkers, the formal policies and procedures of the organization, and various changes
implemented by the organization. In addition, over time, individuals change, as a
function of personal experiences and maturity as well as through work experiences and

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Chapter 1: An Overview of Organizational Behavior 5

Environment

The Nature of
Organizational

Beha-wor . Human Behavior in

The field of organiza- Organizational Settings

tional behavior

attempts to understand

human behavior in

organizational settings, The Individual-Organization Interface

the organization itself,
and the individual-
organization interface.
As illustrated here,
these areas are highly
interrelated. Thus,
although it is possible
to focus on only one of
these areas at atime, a
complete understand-
ing of organizational
behavior requires
knowledge of all three
areas.

The Organization

Environment

© Cengage Learning

organizational developments. The organization, in turn, is affected by the presence and
eventual absence of the individual. Clearly, then, managers must also consider how the
individual and the organization interact. Thus, the consultant studying turnover at The
Home Depot might next look at the orientation procedures and initial training for new-
comers to the organization. The goal of this phase of the study would be to understand
some of the dynamics of how incoming individuals are introduced to and interact with
the broader organizational context.

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

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

The Importance of Organizational Behavior

The importance of organizational behavior may now be clear, but we should nonetheless
take a few moments to make it even more explicit. Most people are raised and educated in
organizations, acquire most of their material possessions from organizations, and die as
members of organizations. Many of our activities are regulated by the various organiza-
tions that make up our governments. And most adults spend the better part of their lives
working in organizations. Because organizations influence our lives so powerfully, we have
every reason to be concerned about how and why those organizations function.

In our relationships with organizations, we may adopt any one of several roles
or identities. For example, we can be consumers, employees, suppliers, competitors,
owners, or investors. Since most readers of this book are either present or future man-
agers, we will adopt a managerial perspective throughout our discussion. The study of
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Southwest Airlines is consistently ranked among the most admired businesses in the
United States. One key to Southwest’s success is its commitment to hiring, training,
rewarding, and retaining outstanding employees. Concepts and ideas from the field of
organizational behavior reinforce many of the employment practices used at Southwest.

organizational behavior can greatly clarify the factors that affect how managers manage.
Hence, the field attempts to describe the complex human context of organizations and to
define the opportunities, problems, challenges, and issues associated with that realm.

The value of organizational behavior is that it isolates important aspects of the
manager’s job and offers specific perspectives on the human side of management: peo-
ple as organizations, people as resources, and people as people. To further underscore
the importance of organizational behavior to managers, we should consider this simple
fact: Year in and year out, most of the firms on Fortune’s list of the world’s most
admired companies have impeccable reputations for valuing and respecting the people
who work for them.” Clearly, then, an understanding of organizational behavior can
play a vital role in managerial work. To most effectively use the knowledge provided
by this field, managers must thoroughly understand its various concepts, assumptions,
and premises. To provide this foundation, we next tie organizational behavior even
more explicitly to management and then turn to a more detailed examination of the
manager’s job itself.

Organizational Behavior and Management

Virtually all organizations have managers with titles such as chief financial officer, mar-
keting manager, director of public relations, vice president for human resources, and
plant manager. But probably no organization has a position called “organizational behav-
ior manager.” The reason for this is simple: Organizational behavior is not a defined
business function or area of responsibility similar to finance or marketing. Rather,
understanding of organizational behavior provides a set of insights and tools that all
managers can use to carry out their jobs more effectively.
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An appreciation and understanding of organizational behavior helps managers better
understand why others in the organization behave as they do. For example, most man-
agers in an organization are directly responsible for the work-related behaviors of a cer-
tain set of other people—their immediate subordinates. Typical managerial activities in
this realm include motivating employees to work harder, ensuring that employees’ jobs
are properly designed, resolving conflicts, evaluating performance, and helping workers
set goals to achieve rewards. The field of organizational behavior abounds with models
and research relevant to each of these activities.’

Unless they happen to be chief executive officers (CEOs), managers also report to
others in the organization (and even the CEO reports to the board of directors). In deal-
ing with these individuals, an understanding of basic issues associated with leadership,
power and political behavior, decision making, organization structure and design, and
organizational culture can be extremely beneficial. Again, the field of organizational
behavior provides numerous valuable insights into these processes.

Managers can also use their knowledge of organizational behavior to better under-
stand their own needs, motives, behaviors, and feelings, which will help them improve
decision-making capabilities, control stress, communicate better, and comprehend how
career dynamics unfold. The study of organizational behavior provides insights into all
of these concepts and processes.

Managers interact with a variety of colleagues, peers, and coworkers inside the orga-
nization. An understanding of attitudinal processes, individual differences, group dynam-
ics, intergroup dynamics, organizational culture, and power and political behavior can
help managers handle such interactions more effectively. Organizational behavior pro-
vides a variety of practical insights into these processes. Virtually all of the insights into
behavioral processes already mentioned are also valuable in interactions with people out-
side the organization—suppliers, customers, competitors, government officials, represen-
tatives of citizens’ groups, union officials, and potential joint-venture partners. In
addition, a special understanding of the environment, technology, and global issues is
valuable. Again, organizational behavior offers managers many different insights into
how and why things happen as they do.

Finally, these patterns of interactions hold true regardless of the type of organization.
Whether a business is large or small, domestic or international, growing or stagnating, its
managers perform their work within a social context. And the same can be said of man-
agers in health care, education, and government, as well as those in student organizations
such as fraternities, sororities, and professional clubs. We see, then, that it is essentially
impossible to understand and practice management without considering the numerous
areas of organizational behavior. Further, as more and more organizations hire managers
from other countries, the processes of understanding human behavior in organizations
will almost certainly grow increasingly complex. We now address the nature of the man-
ager’s job in more detail before returning to our primary focus on organizational
behavior.

ORGANIZATIONAL BEHAVIOR
AND THE MANAGEMENT PROCESS

Managerial work is fraught with complexity and unpredictability and enriched with
opportunity and excitement. However, in characterizing managerial work, most educa-
tors and other experts find it useful to conceptualize the activities performed by man-
agers as reflecting one or more of four basic functions. These functions are generally
referred to as planning, organizing, leading, and controlling. While these functions are
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Basic Managerial
Functions

Managers engage

in the four basic
functions of planning,
organizing, leading,
and controlling. These
functions are applied
to human, financial,
physical, and
information resources
with the ultimate
purpose of efficiently
and effectively attain-
ing organizational
goals.

Planning is the process
of determining an
organization’s desired
future position and the
best means of getting
there.

Organizing is the
process of designing
jobs, grouping jobs into
units, and establishing
patterns of authority
between jobs and
units.

Leading is the process
of getting the organi-
zation’s members to
work together toward
the organization’s
goals.
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Effective and Efficient Attainment
of Organizational Goals

often described in a sequential manner, in reality, of course, most managerial work
involves all four functions simultaneously.

Similarly, organizations use many different resources in the pursuit of their goals and
objectives. As with management functions, though, these resources can also generally be
classified into four groups: human, financial, physical, and/or information resources. As
illustrated in Figure 1.2, managers combine these resources through the four basic func-
tions, with the ultimate purpose of efficiently and effectively attaining the goals of the
organization. That is, the figure shows how managers apply the basic functions across
resources to advance the organization toward its goals.

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

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

Leading, the third major managerial function, is the process of motivating members
of the organization to work together toward the organization’s goals. An Old Navy
store manager, for example, must hire people, train them, and motivate them. Major
components of leading include motivating employees, managing group dynamics, and
the actual process of leadership itself. These are all closely related to major areas of
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process of monitoring
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organizational behavior. All managers, whether they work in a huge multinational corpo-
ration spanning dozens of countries or in a small neighborhood business serving a few
square city blocks, must understand the importance of leading.

The fourth managerial function, controlling, is the process of monitoring and cor-
recting the actions of the organization and its people to keep them headed toward their
goals. A manager at Best Buy has to control costs, inventory, and so on. Again, behav-
ioral processes and characteristics are a key part of this function. Performance evalua-
tion, reward systems, and motivation, for example, all apply to control. Control is of
vital importance to all businesses, but it may be especially critical to smaller ones.
Walmart, for example, can withstand with relative ease a loss of several thousand dollars
due to poor control, but an equivalent loss may be devastating to a small firm.

ORGANIZATIONAL BEHAVIOR
AND THE MANAGER'S JOB

As they engage in the basic management functions previously described, managers often
find themselves playing a variety of different roles. Moreover, to perform their functions
most effectively and to be successful in their various roles, managers must also draw
upon a set of critical skills. This section first introduces the basic managerial roles and
then describes the core skills necessary for success in an organization.

Basic Managerial Roles

In an organization, as in a play or a movie, a role is the part a person plays in a given
situation. Managers often play a number of different roles. In general, as summarized in
Table 1.1, there are ten basic managerial roles, which cluster into three general
categories.*

Table 1.1 Important Managerial Roles

CATEGORY ROLE EXAMPLE

Interpersonal Figurehead Attend employee retirement ceremony
Leader Encourage workers to increase productivity
Liaison Coordinate activities of two committees

Informational Monitor Scan Business Week for information

about competition

Disseminator Send out memos outlining new policies
Spokesperson Hold press conference to announce
new plant
Decision-Making  Entrepreneur Develop idea for new product and convince

others of its merits
Disturbance handler = Resolve dispute
Resource allocator Allocate budget requests

Negotiator Settle new labor contract
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interpersonal roles are
the figurehead, the
leader, and the liaison.

informational roles are
the monitor, the dis-
seminator, and the
spokesperson.

decision-making roles
are the entrepreneur,
the disturbance
handler, the resource
allocator, and the
negotiator.

Technical skills are
the skills necessary to
accomplish specific
tasks within the
organization.

The manager uses
interpersonal skills to
communicate with,
understand, and
motivate individuals
and groups.
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Interpersonal Roles The interpersonal roles are primarily social in nature; that is,
they are roles in which the manager’s main task is to relate to other people in certain
ways. The manager sometimes may serve as a figurehead for the organization. Taking
visitors to dinner and attending ribbon-cutting ceremonies are part of the figurehead
role. In the role of leader, the manager works to hire, train, and motivate employees.
Finally, the liaison role consists of relating to others outside the group or organization.
For example, a manager at Intel might be responsible for handling all price negotiations
with a key supplier of microchips. Obviously, each of these interpersonal roles involves
behavioral processes.

Informational Roles The three informational roles involve some aspect of informa-
tion processing. The monitor actively seeks information that might be of value to the
organization in general or to specific managers. The manager who transmits this infor-
mation to others is carrying out the role of disseminator. The spokesperson speaks for the
organization to outsiders. A manager chosen by Dell Computer to appear at a press con-
ference announcing a new product launch or other major deal, such as a recent decision
to undertake a joint venture with Microsoft or Amazon, would be serving in this role.
Again, behavioral processes are part of each of these roles, because information is almost
always exchanged between people.

Decision-Making Roles Finally, there are also four decision-making roles. The
entrepreneur voluntarily initiates change—such as innovations or new strategies—
within the organization. The disturbance handler helps settle disputes between
various parties, such as other managers and their subordinates. The resource allocator
decides who will get what—how resources in the organization will be distributed
among various individuals and groups. The negotiator represents the organization in
reaching agreements with other organizations, such as contracts between management
and labor unions. Again, behavioral processes clearly are crucial in each of these
decisional roles.

Critical Managerial Skills

Another important element of managerial work is mastery of the skills necessary to carry
out basic functions and fill fundamental roles. In general, most successful managers have
a strong combination of technical, interpersonal, conceptual, and diagnostic skills.”

Technical Skills Technical skills are skills necessary to accomplish specific tasks
within the organization. Designing a new computer for Hewlett-Packard, developing a
new formula for a frozen-food additive for Conagra, or writing a press release for
Halliburton all require technical skills. Hence, these skills are generally associated with
the operations employed by the organization in its production processes. For example,
David Packard and Bill Hewlett, founders of Hewlett-Packard, started out their careers
as engineers. Other examples of managers with strong technical skills include Eric
Molson (CEO of Molson Coors Brewing, who began his career as a brewmaster) and
Ron Meyer (COO of Universal Studios, who began his career as a filmmaker). The
CEOs of the Big Four accounting firms also began their careers as accountants.

Interpersonal Skills The manager uses interpersonal skills to communicate with,
understand, and motivate individuals and groups. As we have noted, managers spend a
large portion of their time interacting with others, so it is clearly important that they get
along well with other people. For instance, David Novak is CEO of YUM! Brands, the
firm that owns KFC, Pizza Hut, and Taco Bell. Novak is able to relate to employees
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conceptual skills to
think in the abstract.

The manager uses
diagnostic skills to
understand cause-
and-effect relation-
ships and to recognize
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Eric Molson began his career as a brewmaster and eventually became CEO of Molson
Coors Brewing. His technical understanding of beer making processes contributed to his
success many times as he climbed the corporate ladder.

throughout the firm. He is also known to his employees as a caring, compassionate, and
an honest person. These qualities inspire others throughout the firm and motivate them
to work hard to help Novak reach the firm’s goals.

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

Diagnostic Skills Most successful managers also bring diagnostic skills to the organi-
zation. Diagnostic skills allow managers to better understand cause-and-effect relation-
ships and to recognize the optimal solutions to problems. For instance, when Ed
Whitacre was chairman and CEO of SBC Communications, he recognized that, though
his firm was performing well in the consumer market, it lacked strong brand identifica-
tion in the business environment. He first carefully identified and then implemented an
action to remedy the firm’s shortcoming—SBC would buy AT&T (for $16 billion),
acquiring in the process the very name recognition that his company needed. After the
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Managerial Skills
at Different Organi-
zational Levels

Most managers need
technical, inter-
personal, conceptual,
and diagnostic skills,
but the importance of
these skills varies by
level in the organiza-
tion. As illustrated
here, conceptual and
diagnostic skills are
usually more impor-
tant for top managers
in organizations,
whereas technical and
interpersonal skills
may be more impor-
tant for first-line
managers.
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Technical Skills Interpersonal Skills

acquisition was completed, the firm changed its corporate name from SBC to AT&T.
And it was Whitacre’s diagnostic skills that pulled it all together.® Indeed, his legacy of
strong diagnostic skills led to his being asked to lead the corporate turnaround at
General Motors in 2009.

Of course, not every manager has an equal measure of these four basic types of skills.
Nor are equal measures critical. As shown in Figure 1.3, for example, the optimal skills
mix tends to vary with the manager’s level in the organization. First-line managers
generally need to depend more on their technical and interpersonal skills and less on their
conceptual and diagnostic skills. Top managers tend to exhibit the reverse combination—
more emphasis on conceptual and diagnostic skills and less dependence on technical
and interpersonal skills. Middle managers require a more even distribution of skills.
Similarly, the mix of needed skills can vary depending on economic circumstances.
One recent survey suggested that during very tough economic times, the most important
skills for a CEO are to be an effective communicator and motivator, be decisive, and be
a visionary.”

You probably possess all of these skills to a greater or lesser degree, but what about
your disruptive skills? At first glance, this doesn’t sound like a particularly desirable skill
set, but it certainly can be. To find out how, read the Change box entitled “Do You Have
What It Takes to Disrupt Your Work Life?” on page 13.

CONTEMPORARY ORGANIZATIONAL
BEHAVIOR

Now, with this additional understanding of managerial work, we can return to our
discussion of organizational behavior. We first introduce two fundamental characteristics
of contemporary organizational behavior that warrant special discussion; we then
identify the particular set of concepts that are generally accepted as defining the field’s
domain.

Characteristics of the Field

Managers and researchers who use concepts and ideas from organizational behavior
must recognize that it has an interdisciplinary focus and a descriptive nature; that is, it
draws from a variety of other fields and it attempts to describe behavior (rather than to
predict how behavior can be changed in consistent and generalizable ways).
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Do You Have What It Takes to Disrupt

Your Work Life?

Let’s say that you're a doctor who's tired of practicing
medicine. It happens. One female physician wrote to
Philippa Kennealy, a career coach for medical profes-
sionals, to say, “l don’t want to practice clinical medicine
anymore and am currently at home with my children.
| am at a loss as to what |

much less what workplace value they might have.
According to Johnson, “we often overlook our best
skills—our innate talents—simply because we perform
them without even thinking.” You could even have a
certain “genius” at some activity, but as Alana Cates,

president of the consultancy

“We often overlook our best skills —

can do with my knowledge
and skills.” Kennealy sug-
gested that her attention to

our innate talents—simply because we
perform them without even thinking.”

and training firm Acceler-
ated Profit Solutions, puts
it, “the frustration in genius

—WHITNEY JOHNSON, FOUNDING PARTNER,

detail and commitment to

high performance might

make her valuable in the field of electronic medical
records (EMR)—creating computerized medical records
for such healthcare deliverers as hospitals or physicians’
offices. Kennealy also cites the example of a Stanford-
trained general surgeon who switched to entrepreneur-
ship to cofound four medical-device startups.

Granted, when it comes to making such career- (and
life-) changing decisions, the average physician is at a
certain advantage over most of the rest of us. At the
very least, your doctor is probably good at listening,
“connect-the-dot” problem solving, and remembering
HR experts call these
disruptive skills—what Whitney Johnson, a founding
partner of the investment firm Rose Park Advisors,
identifies as “our distinctive innate talents rather than
‘me-too’ skills.... These are the skills,” says Johnson,
“that can help you carve out a disruptive niche—
consequently upping your value in the marketplace.”
She adds that your disruptive skill might actually be
“a confluence of skills.” Take, for example, our career-
disaffected physician. Many job candidates can claim
to be good listeners; many others may claim above-
average problem-solving ability and still others a
remarkable capacity for remembering things. A physi-
cian, however, can honestly put all three skills on
her résumé, and “for the right customer,” observes
Johnson, “that combination is your disruptive skill.”

At this point, you're probably saying to yourself,
“Never mind spoiled doctors. I'm just looking for a job
to help pay for a college education in which | haven't
even decided on a major.” True enough, but most us
have things that we're pretty good at—abilities that may
in fact be potential disruptive skills. One big problem is
the fact that a lot of us don’t even know what they are,

ROSE PARK ADVISORS

extremely complex details.

is in believing that if it is
easy for you, it must be
easy for everyone else.”

Johnson suggests that you begin thinking about your
disruptive skills by asking yourself three questions:

1. What do you do reflexively well? These are usually the
things that you do well—and often with pleasure—
without thinking about them. Business consultant
and motivational speaker Marcus Buckingham sug-
gests that you think about what you're doing when-

K

ever you feel “invigorated, inquisitive, successful.”

2. What do others identify as being your best skills?
“Too many people,” quipped the late publisher
Malcolm Forbes, “overvalue what they are not and
undervalue what they are.” If you want to be an
actor but everyone else keeps saying that you'd
make a great set designer, you'd probably do well
to heed the feedback. Otherwise, warns Johnson,
“over the course of your career, it will leave you
trading at a discount to what you are worth.”

3. Do you have a confluence of skills? In other words,
is your disruptive skill actually a skill set—what
Johnson characterizes as “an unusual intersection
of ordinary proficiencies”?

References: Philippa Kennealy, “Physicians Considering a Career
Change Need to Figure Out Their ‘Disruptive’ Skills,” The
Entrepreneurial MD for Women, September 29, 2010, www.
mommd.com on April 6, 2012; Philippa Kennealy, “The General
Surgeon Who Sculpted a New Physician Career,” The Entre-
preneurial MD, February 27, 2012, www.entrepreneurialmd.com
on April 6, 2012; Whitney Johnson, “How to Identify Your Dis-
ruptive Skills,” HBR Blog Network, October 4, 2010, http://blogs.
hbr.org on April 6, 2012; Whitney Johnson, “To Get Paid What
You're Worth, Know Your Disruptive Skills,” HBR Blog Network,
September 14, 2010, http://blogs.hbr.org on April 6, 2012.
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An Interdisciplinary Focus In many ways, organizational behavior synthesizes sev-
eral other fields of study. Perhaps the greatest contribution is from psychology, especially
organizational psychology. Psychologists study human behavior, whereas organizational
psychologists deal specifically with the behavior of people in organizational settings.
Many of the concepts that interest psychologists, such as individual differences and moti-
vation, are also central to students of organizational behavior. These concepts are
covered in Chapters 3-8.

Sociology, too, has had a major impact on the field of organizational behavior. Sociol-
ogists study social systems such as families, occupational classes, and organizations.
Because a major concern of organizational behavior is the study of organization struc-
tures, the field clearly overlaps with areas of sociology that focus on the organization as
a social system. Chapters 16-19 reflect the influence of sociology on the field of organi-
zational behavior.

Anthropology is concerned with the interactions between people and their environ-
ments, especially their cultural environment. Culture is a major influence on the struc-
ture of organizations and on the behavior of people in organizations. Culture is discussed
in Chapters 2 and 18.

Political science also interests organizational behaviorists. We usually think of political
science as the study of political systems such as governments. But themes of interest to
political scientists include how and why people acquire power and such topics as political
behavior, decision making, conflict, the behavior of interest groups, and coalition forma-
tion. These are also major areas of interest in organizational behavior, as is reflected in
Chapters 9-15.

Economists study the production, distribution,
and consumption of goods and services. Students
of organizational behavior share the economist’s
interest in areas such as labor market dynamics,
productivity, human resource planning and fore-
casting, and cost-benefit analysis. Chapters 2, 5,
and 6 most strongly illustrate these issues.

Engineering has also influenced the field of organi-
zational behavior. Industrial engineering in particular
has long been concerned with work measurement,
productivity measurement, work flow analysis and
design, job design, and labor relations. Obviously
these areas are also relevant to organizational behavior
and are discussed in Chapters 2, 5, and 10.

Most recently, medicine has come into play in
connection with the study of human behavior at
work, specifically in the area of stress. Increasingly,
research is showing that controlling the causes and
consequences of stress in and out of organizational
settings is important for the well-being of both
the individual and the organization. Chapter 7
is devoted to stress.

Stockbyte/Photos.com

Some people believe that work stress is approaching

epidemic proportions. Researchers in the field of organi-
zational behavior are helping to combat this epidemic by
studying the causes of stress and how it can be most relationships between two or more behavioral
effectively managed. variables. The theories and concepts of the field,

for example, cannot predict with certainty that

A Descriptive Nature A primary goal of
studying organizational behavior is to describe
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changing a specific set of workplace variables will improve an individual employee’s
performance by a certain amount.® At best, the field can suggest that certain general
concepts or variables tend to be related to one another in particular settings. For instance,
research might indicate that in one organization, employee satisfaction and individual
perceptions of working conditions are positively related. However, we may not know
whether that correlation occurs because better working conditions lead to more satisfac-
tion, because more-satisfied people see their jobs differently than dissatisfied people, or
because both satisfaction and perceptions of working conditions are actually related
through other intervening variables. Also, the relationship between satisfaction and per-
ceptions of working conditions observed in one setting may be considerably stronger,
weaker, or nonexistent in other settings.

Organizational behavior is descriptive for several reasons: the immaturity of the field,
the complexities inherent in studying human behavior, and the lack of valid, reliable, and
accepted definitions and measures. Whether the field will ever be able to make definitive
predictions and prescriptions is still an open question. But even if it never succeeds in
these endeavors, the value of studying organizational behavior is firmly established.
Because behavioral processes pervade most managerial functions and roles, and because
the work of organizations is done primarily by people, the knowledge and understanding
gained from the field can significantly help managers in many ways.’

Basic Concepts of the Field

The central concepts of organizational behavior can be grouped into three basic catego-
ries: (1) individual processes, (2) interpersonal processes, and (3) organizational pro-
cesses and characteristics. As Figure 1.4 shows, these categories provide the basic
framework for this book.

This chapter and the next develop a managerial perspective on organizational behavior
and link the core concepts of organizational behavior with actual management for organiza-
tional effectiveness. Chapter 2 describes the changing environment of organizations, espe-
cially relating to diversity, globalization, and similar trends and issues. Together, the two
chapters in Part I provide a fundamental introduction to organizational behavior.

The six chapters of Part II cover individual processes in organizations. Chapter 3
explores key individual differences in such characteristics as personality and attitudes.
Chapter 4 provides an introduction to and discussion of basic models useful for under-
standing employee work motivation. Chapters 5 and 6 are devoted to various methods
and strategies that managers can use to enhance employee motivation and performance.
Chapter 7 covers the causes and consequences of stress in the workplace. Finally,
Chapter 8 explores decision making, problem solving, and creativity.

Part III is devoted to interpersonal processes in organizations. Chapter 9 introduces
the foundations of interpersonal behavior through its coverage of group dynamics.
Chapter 10 describes how managers are using teams in organizations today, while
Chapter 11 explores communications processes in organizations. Chapter 12 discusses
leadership models and concepts, while Chapter 13 describes contemporary views of lead-
ership in organizations. Power, politics, and workplace justice are covered in Chapter 14.
Chapter 15 covers conflict and negotiation processes in organizations.

Part IV is devoted to organizational processes and characteristics. Chapter 16
sets the stage with its coverage of the foundations of organization structure; Chapter 17
is an in-depth treatment of organization design. Organizational culture is discussed in
Chapter 18. Organizational change and development are covered in Chapter 19. Finally,
research methods in organizational behavior and the field’s historical development are
covered in Appendices A and B.
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The Managerial Context of Organizational Behavior
The Framework (Chapter 1)

for Understanding
Organizational
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Organizational Effectiveness I

CONTEXTUAL PERSPECTIVES
ON ORGANIZATIONAL BEHAVIOR

Several contextual perspectives—most notably the systems and contingency perspec-
tives and the interactional view—also influence our understanding of organizational
behavior. Many of the concepts and theories discussed in the chapters that follow
reflect these perspectives; they represent basic points of view that influence much of
our contemporary thinking about behavior in organizations. In addition, they allow
us to see more clearly how managers use behavioral processes as they strive for orga-
nizational effectiveness.
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The Systems
Approach to
Organizations

The systems approach
to organizations
provides a useful
framework for
understanding how
the elements of an
organization interact
among themselves
and with their envi-
ronment. Various in-
puts are transformed
into different outputs,
with important feed-
back from the envi-
ronment. If managers
do not understand
these interrelations,
they may tend to
ignore their environ-
ment or overlook
important interrela-
tionships within their
organizations.

A system is a set of
interrelated elements
functioning as a whole.
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service processes)
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Environment <

Systems and Situational Perspectives

The systems and situational perspectives share related viewpoints on organizations and
how they function. Each is concerned with interrelationships among organizational ele-
ments and between organizational and environmental elements.

The Systems Perspective The systems perspective, or the theory of systems, was
first developed in the physical sciences, but it has been extended to other areas, such
as management.'’ A system is an interrelated set of elements that function as a whole.
Figure 1.5 shows a general framework for viewing organizations as systems.

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

As an example, we can apply systems theory to the Shell Oil Company. Material
inputs include pipelines, crude oil, and the machinery used to refine petroleum. Human
inputs are oil field workers, refinery workers, office staff, and other people employed by
the company. Financial inputs take the form of money received from oil and gas sales,
stockholder investment, and so forth. Finally, the company receives information inputs
from forecasts about future oil supplies, geological surveys on potential drilling sites,
sales projections, and similar analyses.

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

The systems perspective is valuable to managers for a variety of reasons. First, it
underscores the importance of an organization’s environment. For instance, failing to
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SERVICE

A family from the Midwest flew into Orlando, Florida,
for a five-day visit to Walt Disney World. Mom, Dad,
and their five-year-old son and eight-year-old daugh-
ter left the airport on Disney’s Magical Express bus,
which took them directly to their hotel, Disney’s
Grand Floridian Resort. The next morning, they all
took the monorail into the Magic Kingdom, where
Dad immediately bought two mouse-ear hats embroi-
dered with the kids’ names. Over the next few days,
the five-year-old did as many five-year-olds will do,
and kept his hat on night and day. It was his treasured
possession, and he wore it everywhere he went. On
the day before the end of the visit, the family returned
to the Magic Kingdom for a second time. After exiting
the Pirates of the Caribbean attraction, the little boy
discovered he no longer had his beloved hat and
began crying. Dad realized he had a problem, and
the problem got worse when the little girl, seeing
that her brother was getting attention by crying,
started to cry herself.

After three fun-filled and magical days, the whole
vacation was becoming a disaster because of a lost
hat. Dad, hoping the hat might be found, asked the
ride attendant to look in the boats to see whether
the hat could be found. The ride attendant looked
and found nothing. The boy was crying as only a little
boy who lost his most prized possession could cry.
Mom was unhappy, Dad was frustrated, and Sister
was in tears. Seeing this unhappy situation in what
is supposed to be the happiest place on earth, the
ride attendant went across the aisle, grabbed two
Mickey hats, and placed one on the boy’s head and
the other on Dad’s. The crying stopped, and smiles
returned.

Later, when the family returned home, dad wrote a
letter to the head of Walt Disney World to tell him
what a splendid time they’d had. Interestingly, while
the letter included only one page about the various
attractions in the parks and the amenities of the
hotel, there were several pages devoted to describing
the way this high-school-aged employee had saved
this family’s vacation by his prompt action in replacing
his son’s Mickey hat. The question is, what is a Mickey
hat worth? The answer is the entire cost of that

Having a Thing Makes a Difference

family’s vacation, which would have lost most of its
value had the employee not taken action and saved it
with a hat.

This story, which Disney trainers like to recount
to new employees, teaches a simple point. All employ-
ees need to do whatever they can to ensure that no
customer leaves Walt Disney World unhappy. The
employee in this case listened, learned, and saved the
family’s vacation by noticing how distressed the family
was and acting on what Disney had taught him.

As a way to introduce the service inserts seen in
each chapter, this example illustrates well the chal-
lenges that service managers face when customers
enter their organizations and interact directly with
employees to create an intangible service experience.
The challenge of managing an employee who must
coproduce such experiences is far different from that
of supervising someone whose only task is to add a
wheel to a car coming down the assembly line. From
an organizational behavior perspective, managers
must not only understand the personality characteris-
tics, attitudes, and behaviors of their own employees
but also teach those employees how to understand
and respond to the personality characteristics, atti-
tudes, and behaviors of the customers they interact
with on a daily basis.

There are several key differences between produc-
ing a physical “thing” and creating an intangible
“experience” that lives in the memory. The most
important are the intangible features of experiences.
Because there is no inventory to balance supply with
demand, customer waits must be managed by employ-
ees in ways that make the waiting time acceptable.
Moreover, there is no inventory to count, store, keep
track of, or reorder when supplies get low. A second
feature of intangibility is that the experience invariably
requires interaction between a customer and an
employee, especially at the customer contact points
where the customer looks for and expects excellent ser-
vice from what often proves to be the lowest-paid,
shortest-tenured, and least-trained employee. As a
result, the role of supervisors must change. Unlike in
a manufacturing organization, where the production
worker can be monitored in a set place doing a
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repetitive task, service employees often go to the
customers, interact with them outside the view of
their supervisors, and not only perform their tasks but
also build relationships and fix any problems that cus-
tomers may have. The fourth difference is that the cus-
tomer is almost always involved in some coproduction
activity. Thus, the employee not only must know how
to effectively perform his or her role in the creation of a
service experience but must also supervise and some-
times teach customers how to perform their roles, as
well. If customers can’t perform their roles successfully,
that failure will inevitably be attributed to the company.
The fifth difference is that the setting in which the expe-
rience occurs is important to both customer and
employee. The mood, attitude, and emotions of both
the employee and the customer affect the quality of
the service experience and that is directly impacted
by the environment of the experience itself. Finally,

Chapter 1: An Overview of Organizational Behavior

the quality measures, performance measures, and
productivity measures are all subjective. This last
point brings out the second major difference between
experience-creating and product-producing organiza-
tions: the value and quality of the experience are sub-
jectively determined by the customer. It doesn’t matter
what your organization’s quality control team assesses,
what the service planners plan, or what your employ-
ees believe is the best service possible. It is all deter-
mined by the customer and only the customer. The
impact of these differences on organizational behavior
will become the focal point of the inserts throughout
the remainder of this book. Not having a thing to pro-
duce, hold, and show makes a difference in organiza-
tional behavior.

Discussion Question: How is managing people
making things different from managing customer
experiences?

19

acquire the appropriate resources and failing to heed feedback from the environment can
be disastrous. The systems perspective also helps managers conceptualize the flow and
interaction of various elements of the organization itself as they work together to trans-
form inputs into outputs.

The Situational Perspective Another useful viewpoint for understanding behavior in
organizations comes from the situational perspective. In the earlier days of management
studies, managers searched for universal answers to organizational questions. They
sought prescriptions, the “one best way” that could be used in any organization under
any conditions, searching, for example, for forms of leadership behavior that would
always lead employees to be more satisfied and to work harder. Eventually, however,
researchers realized that the complexities of human behavior and organizational settings
make universal conclusions virtually impossible. They discovered that in organizations,
most situations and outcomes are contingent; that is, the precise relationship between
any two variables is likely to be situational (i.e., dependent on other variables)."!

Figure 1.6 distinguishes the universal and situational perspectives. The universal
model, shown at the top of the figure, presumes a direct cause-and-effect linkage
between variables. For example, it suggests that whenever a manager encounters a partic-
ular problem or situation (such as motivating employees to work harder), a universal
approach exists (such as raising pay or increasing autonomy) that will lead to the desired
outcome. The situational perspective, on the other hand, acknowledges that several other
variables alter the direct relationship. In other words, the appropriate managerial action
or behavior in any given situation depends on elements of that situation.

The field of organizational behavior has gradually shifted from a universal approach
in the 1950s and early 1960s to a situational perspective. The situational perspective is
especially strong in the areas of motivation (Chapter 4), job design (Chapter 5), leader-
ship (Chapters 12 and 13), and organizational design (Chapter 17), but it is becoming
increasingly important throughout the entire field.

The situational
perspective suggests
that in most organiza-
tions, situations and
outcomes are
influenced by other
variables.
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Universal Versus
Situational
Approach

Managers once
believed that they
could identify the “one
best way” of solving
problems or reacting
to situations. Here we
illustrate a more
realistic view, the
situational approach.
The situational
approach suggests
that approaches to
problems and situa-
tions are contingent
on elements of the
situation.

Interactionalism
suggests that
individuals and
situations interact
continuously to deter-
mine individuals’
behavior.

The Interactionist
Perspective on
Behavior in
Organizations

When people enter an
organization, their
own behaviors and
actions shape that
organization in vari-
ous ways. Similarly,
the organization itself
shapes the behaviors
and actions of each
individual who
becomes a part of it.
This interactionist per-
spective can be useful
in explaining organi-
zational behavior.
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Universal Approach

Organizational
problems or situations
determine . . .

the one best way
of responding.

\

Situational Approach

Organizational
problems or situations
must be evaluated in
terms of . . .

elements of the
situation, which
then suggest . . .

contingent or
situational ways
of responding.
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Interactionalism: People and Situations

Interactionalism is another useful perspective to help better understand behavior in
organizational settings. First presented in terms of interactional psychology, this view
assumes that individual behavior results from a continuous and multidirectional inter-
action between characteristics of the person and characteristics of the situation. More
specifically, interactionalism attempts to explain how people select, interpret, and
change various situations.'” Figure 1.7 illustrates this perspective. Note that the individ-
ual and the situation are presumed to interact continuously. This interaction is what
determines the individual’s behavior.

The interactional view implies that simple cause-and-effect descriptions of organizational
phenomena are not enough. For example, one set of research studies may suggest that job
changes lead to improved employee attitudes. Other studies may propose that attitudes influ-
ence how people perceive their jobs in the first place. Both positions probably are incomplete:
Employee attitudes may influence job perceptions, but these perceptions may in turn influ-
ence future attitudes. Because interactionalism is a fairly recent contribution to the field, it is
less prominent in the chapters that follow than the systems and contingency theories. None-
theless, the interactional view appears to offer many promising ideas for future development.

Individual I

1
1
/N e Behavior
\
;o\
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&
°

MANAGING FOR EFFECTIVENESS

Earlier in this chapter, we noted that managers work toward various goals. We are now
in a position to elaborate on the nature of these goals in detail. In particular, as shown in
Figure 1.8, goals—or outcomes—exist at three specific levels in an organization:



Managing for
Effectiveness
Managers work to
optimize a variety

of individual-level,
group-level, and
organization-level
outcomes. It is some-
times necessary to
make trade-offs
among the different
types and levels of
outcomes, but each is
an important determi-
nant of organizational
effectiveness.
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Individual-Level I Group-Level I Organization-Level I

Outcomes Outcomes Outcomes
Productivity Productivity Productivity
Performance Performance Absenteeism
Absenteeism Norms Turnover
Turnover Cohesiveness Financial Performance
Attitudes Survival
Stress Stakeholder Satisfaction

\/

Organizational Effectiveness

© Cengage Learning

individual-level outcomes, group-level outcomes, and organizational-level outcomes. Of
course, it may sometimes be necessary to make trade-offs among these different kinds
of outcomes, but in general each is seen as a critical component of organizational effec-
tiveness. The sections that follow elaborate on these different levels in more detail.

Individual-Level Outcomes

Several different outcomes at the individual level are important to managers. Given the
focus of the field of organizational behavior, it should not be surprising that most of
these outcomes are directly or indirectly addressed by various theories and models. (We
provide a richer and more detailed analysis of individual-level outcomes in Chapter 3.)

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

Performance, another important individual-level outcome variable, is a somewhat
broader concept. It is made up of all work-related behaviors. For example, even though
Bill is highly productive, it may also be that he refuses to work overtime, expresses nega-
tive opinions about the organization at every opportunity, and will do nothing unless it
falls precisely within the boundaries of his job. Sara, on the other hand, may always be
willing to work overtime, is a positive representative of the organization, and goes out of
her way to make as many contributions to the organization as possible. Based on the full
array of behaviors, then, we might conclude that Sara actually is the better performer.

Two other important individual-level behaviors are absenteeism and turnover. Absentee-
ism is a measure of attendance. Although virtually everyone misses work occasionally, some
people miss far more than others. Some look for excuses to miss work and call in sick regu-
larly just for some time off; others miss work only when absolutely necessary. Turnover
occurs when a person leaves the organization. If the individual who leaves is a good performer
or if the organization has invested heavily in training the person, turnover can be costly.

Individual Attitudes and Stress Another set of individual-level outcomes influenced
by managers consists of individual attitudes. (We discuss attitudes more fully in Chapter 3.)
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Levels of job satisfaction or dissatisfac-
tion, organizational commitment, and
organizational involvement all play an
important role in organizational behavior.
Stress, discussed more fully in Chapter 7,
is another important individual-level
outcome variable. Given its costs, both
personal and organizational, stress is
becoming an increasingly important topic
for both researchers in organizational
behavior and practicing managers.

Group- and Team-Level
Outcomes

Another set of outcomes exists at the group

L . and team level. Some of these outcomes
Group- and team-level outcomes are becoming increasingly S K
important to all organizations. Because so much work today is parallel the individual-level outcomes just
done by groups and teams, managers need to understand how to discussed. For example, if an organization
effectively create a team, how to direct and motivate that team, makes extensive use of work teams, team
and then how to assess the team’s performance. In this team, one
member is presenting a proposal for how to complete a project to
his five teammates. The team as a whole will then decide whether . .
to accept the proposal, modify it, or start over looking for a new hand, even if all the people in a group or
approach. team have the same or similar attitudes

toward their jobs, the attitudes themselves
are individual-level phenomena. Indivi-
duals, not groups, have attitudes.

But groups or teams can also have unique outcomes that individuals do not share. For
example, as we will discuss in Chapter 9, groups develop norms that govern the behavior
of individual group members. Groups also develop different levels of cohesiveness. Thus,
managers need to assess both common and unique outcomes when considering the indi-
vidual and group levels.

Jacob Wackerhausen/iStockphoto.com

productivity and performance are impor-
tant outcome variables. On the other

Organization-Level Outcomes

Finally, a set of outcome variables exists at the organization level. As before, some of
these outcomes parallel those at the individual and group levels, but others are unique.
For example, we can measure and compare organizational productivity. We can also
develop organization-level indicators of absenteeism and turnover. But profitability is
generally assessed only at the organizational level.

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

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

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

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

DISCUSSION QUESTIONS

1. Some people have suggested that understanding
human behavior at work is the single most
important requirement for managerial success.
Do you agree or disagree with this statement?
Why?

2. In what ways is organizational behavior compa-
rable to functional areas such as finance,
marketing, and production? In what ways is it
different from these areas? Is it similar to
statistics in any way?

3. Identify some managerial jobs that are highly
affected by human behavior and others that are
less so. Which would you prefer? Why?

4. The text identifies four basic managerial
functions. Based on your own experiences or
observations, provide examples of each
function.

5. Which managerial skills do you think are among
your strengths? Which are among your weak-
nesses? How might you improve the latter?
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Managerial work involves ten basic roles and
requires the use of four skills. The roles consist of
three interpersonal roles (figurehead, leader, and liai-
son), three informational roles (monitor, disseminator,
and spokesperson), and four decision-making roles
(entrepreneur, disturbance handler, resource allocator,
and negotiator). The four basic skills necessary for
effective management are technical, interpersonal, con-
ceptual, and diagnostic skills.

Contemporary organizational behavior attempts to
describe, rather than prescribe, behavioral forces in
organizations. Ties to psychology, sociology, anthro-
pology, political science, economics, engineering, and
medicine make organizational behavior an interdisci-
plinary field. The basic concepts of the field are divided
into three categories: individual processes, interper-
sonal processes, and organizational processes and char-
acteristics. Those categories form the framework for the
organization of this book.

Important contextual perspectives on the field of
organizational behavior are the systems and situational
perspectives and interactionalism. There are also a
number of very important individual-, group-, and
organizational-level outcomes related to organizational
effectiveness.

6. Suppose you have to hire a new manager. One
candidate has outstanding technical skills but
poor interpersonal skills. The other has exactly
the opposite mix of skills. Which would you hire?
Why?

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

8. Many universities offer a course in industrial or
organizational psychology. The content of those
courses is quite similar to the content of this one.
Do you think that behavioral material is best
taught in a business or in a psychology program,
or is it best to teach it in both?

9. Do you believe the field of organizational
behavior has the potential to become prescriptive
as opposed to descriptive? Why or why not?
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10. Are the notions of systems, situationalism, and
interactionalism mutually exclusive? If not,
describe ways in which they are related.

11.  Get a recent issue of a popular business magazine
such as Business Week or Fortune and scan its
major articles. Do any of them reflect concepts
from organizational behavior? Describe.

12. Do you read Dilbert? Do you think it accurately
describes organization life? Are there other comic
strips that reflect life and work in contemporary
organizations?

HOW DO YOU SEE IT?

In the Company of Hounds

“I definitely went into it wanting a more
relaxed culture. Not just for my staff,
but for myself as well.”

—CAMP BOW WOW FRANCHISEE SUE RYAN

Sue Ryan is a veteran of the managerial ranks at Avnet
Technology Solutions and GE, and to judge by her
account in our video, she came away from the experience
with a somewhat ambivalent attitude. “I had this man-
ager,” she recalls (though she doesn’t say where), “who
was just miserable to work for but taught me an incredible
amount.... I probably learned more from her than any-
body else, but it was painful.”

She left the corporate world to open her own business
in 2004, presumably to enjoy—and pass on—the better
managerial practices that she’d encountered in her career.
“I definitely went into it,” says Ryan, “wanting a more
relaxed culture. Not just for my staff, but for myself as
well.” The business she chose was a franchise—a form of
ownership in which a franchiser grants a franchisee the
right to use its brand name and sell its products. Ryan’s
franchise is sold by a Denver-based company called Camp
Bow Wow, which was started in 2000 by a dog-loving
entrepreneur named Heidi Ganahl.

Like most franchises, Camp Bow Wow—a sort of com-
bination day camp/B&B for dogs—requires a certain degree
of consistency in the operation of each location, but Ryan
appreciated Ganahl’s openness to creative input from own-
ers on the front lines. Ryan, for example, bought an already
established location in Boulder, Colorado, which came
equipped with a staff hired by the previous franchisee.
“When I started,” she says, “it was just me and a staff that
was all at the same level.” The existing structure was “very
flat” (there were few layers of management), and it unfortu-
nately required Ryan to do all of the day-to-day managing.
“It was just me doing absolutely everything,” she recalls.
“I was consumed with the business.”

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

It wasn’t exactly what Ryan had in mind when she
decided to find a less stressful way of putting her manage-
rial experience to work on her own behalf. Her solution
was to find employees who could develop the managerial
skills needed to take some of the burden off of her
shoulders. She wanted to create a system “where I could
start promoting [employees] and mentoring them into
lead positions.”

Thus the video introduces us to Candace Stathis, who
has turned out to be Ryan’s most successful managerial
protégée. “The biggest misconception I had about man-
agers,” admits Stathis, “is that they sat around in offices
and kind of did nothing.” Not surprisingly, Stathis has
since been disabused of this notion, and she gives a con-
cise account of what she’s learned as a manager at Camp
Bow Wow, including a few things about leadership and
operational effectiveness (she’s found, for example, that
people “are way harder to train” than dogs).

Sue Ryan’s approach to managing her business—
including her strategy for developing managers to help
her do it—seems to be getting results. In 2011, Camp
Bow Wow Boulder won the franchiser’s Golden Paw
Award for top safety standards and percentage revenue
as well as support for the Bow Wow Buddies Foundation,
a nonprofit arm of the company dedicated to improving
the lives and health of dogs through fostering and re-
homing and other programs.

CASE QUESTIONS

1. In what ways does Sue Ryan perform each of the three
basic managerial roles—interpersonal, informational,
and decision making? How about Candace Stathis?
How must both Ryan and Stathis make use of the
four critical managerial skills—technical, interpersonal,
conceptual, and diagnostic? In the case of each man-
ager, which of these skills seems most in evidence in
the video? Which of these skills would you consider
most important for a manager at a business such as
Camp Bow Wow Boulder?



2. What can you say about managerial practices at Camp
Bow Wow Boulder by applying each of the three
contextual perspectives on organizational behaviour—
systems, situational, and interactional? Which perspec-
tive seems to be the most useful in describing the way
the business’s managers go about their jobs?

3. What does Candace Stathis mean when she says that
“customer service has to be effective as opposed to effi-
cient”? Under what circumstances does Sue Ryan most
often feel the “tension” between the need to be effective
and the need to be efficient? How does she try to
resolve that tension?

4. As managers with goals, in what ways do Ryan and
Stathis recognize the need to balance the three levels of
business outcomes—individual, group and team, and
organizational? In what order would each manager
probably rank the importance of these outcomes?
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Whether you think that their rankings would be the
same or different, explain why.

ADDITIONAL SOURCES

Camp Bow Wow, “Camp Bow Wow Boulder Dog Daycare and
Boarding” (2012), www.campbowwow.com on April 23, 2012;
Aimee Heckel, “The Surprising Rules, Etiquette and Offerings at
Boulder County’s Dog Daycares,” Boulder (CO) DailyCamera.com,
August 31, 2011, www.dailycamera.com on April 23, 2012; “Heidi
Ganahl, Founder & CEO, Camp Bow Wow,” SmartGirls Way,
August 4, 2011, http://smartgirlsway.com on April 23, 2012;
Susan de Castro McCann, “Camp Bow Wow Comes to the Rescue
to Sop Up Oil in the Gulf,” Redstone Review, May 24, 2010,
www.redstonereview.com on April 23, 2012; Megan Allen,
“Camp Bow Wow Announces 2011 Second Quarter Golden
Paw and Golden Wags + Whiskers Winners,” Camp Bow Wow,
September 9, 2011, www.bowwowbuddies.com on April 23, 2012.

EXPERIENCING ORGANIZATIONAL BEHAVIOR

Relating OB and Popular Culture

Purpose This exercise will help you appreciate the
importance and pervasiveness of organizational behav-
ior concepts and processes in both contemporary orga-
nizational settings and popular culture.

Format Your instructor will divide the class into
groups of three to five members. Each group will be
assigned a specific television program to watch before
the next class meeting.

Procedure Arrange to watch the program as a group.
Each person should have a pad of paper and a pencil
handy. As you watch the show, jot down examples of
individual behavior, interpersonal dynamics, organiza-
tional characteristics, and other concepts and processes
relevant to organizational behavior. After the show,
spend a few minutes comparing notes. Compile one
list for the entire group. (It is advisable to turn off
the television set during this discussion!)

During the next class meeting, have someone in the
group summarize the plot of the show and list the con-
cepts it illustrated. The following television shows are

especially good for illustrating behavioral concepts in
organizational settings:

The Big Bang Theory N.C.LS.
American Chopper Hawaii Five-0
The Office Star Trek

Grey’s Anatomy Modern Family
The Deadliest Catch  Glee
Pawn Stars Storage Wars

Follow-Up Questions

1.  What does this exercise illustrate about the per-
vasiveness of organizations in our contemporary
society?

2. What recent or classic movies might provide
similar kinds of examples?

3. Do you think television programs from countries
other than the United States would provide more
or fewer examples of shows set in organizations?

Variation: Do the same exercise but use a recent popu-
lar movie such as The Avengers, The Hunger Games, or
something similar instead of a television program.
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BUILDING MANAGERIAL SKILLS

Exercise Overview Your conceptual skills reflect your
ability to think in the abstract. This exercise will help
you extend your conceptual skills by identifying and
analyzing situations that call for different kinds of
management functions, roles, and skills in different
kinds of organizations.

Exercise Background This chapter includes discus-
sions of four management functions, ten management
roles, and seven management skills. It also stresses the
idea that management activities are necessary in many
different kinds of organizations.

Start by identifying five different types of organiza-
tions: one large business, one small business, one edu-
cational organization, one health care organization, and
one government organization. You might choose orga-
nizations about which you have some personal knowl-
edge or organizations that you simply recognize by
name and industry. Next, put yourself in the position
of a top manager in each of your five specific
organizations.

Write the names of these five organizations across
the top of a sheet of paper. Then list the four functions,
ten roles, and seven skills down the left side of the
sheet. Now put your imagination to work: Think of a
situation, a problem, or an opportunity that fits at the
intersection of each row and column on the sheet. The

SELF-ASSESSMENT EXERCISE

Assessing Your Own Management Skills
How Do | Rate as a Manager?

The following self-assessment should help you under-
stand your current understanding of the practice of
management and your own approach to management.
This assessment outlines four important functions of
management: planning, organizing, leading, and con-
trolling. You should respond to this in one of three
ways:
(a) respond based on your own managerial experi-
ence if you have any,
(b) respond about effective (or ineffective) managers
you have observed in your work experience, or
(c) respond in terms of how you think an ideal
manager should behave.
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dean of your college, for example, must perform a lead-
ership role and apply interpersonal skills. The manager
of an all-night diner must perform an organizing func-
tion and play the role of monitor.

Exercise Task

1. Do you notice any patterns of meaningful simi-
larities in functions, roles, or skills across the five
columns? Are there, for example, similarities in
performing leadership roles or applying com-
munication skills in most or all of the five types
of organization? Do you notice any patterns of
meaningful differences?

2. Based on your assessment of the patterns of
similarities and differences that you identified in
task 1, give two or three reasons why managers
might find it easy to move from one type of
organization to another. Give two or three rea-
sons why managers might find it difficult to
move from one type of organization to another.

3. Identify two or three places on your grid where
the intersection between a type of organization
and a function, role, or skill suggests something
at which you might be particularly good. How
about something at which, at least right now, you
think you wouldn’t be very good. Explain your
reasoning.

Instructions: Recall a situation in which you were a
member of a group or team that had a specific task or
project to complete. This may have been at work, in a
class, or in a church, club, or civic organization. Now
assess your behavior in each of the functions. For each
question, rate yourself according to the following scale:
Rating Scale

5 Definitely true of me

4 Probably true of me

3 Neither true nor not true; undecided

2 Probably not true of me

1 Definitely not true of me



I. Planning

1.
2.

10.

I prepare an agenda for meetings.

I try to anticipate what will happen in the
future as a result of my current actions and
decisions.

. Testablish clear goals for myself and others.
. I carefully analyze the pros and cons

involved in situations before reaching
decisions.

. I am quite willing to try new things, to

experiment.

. I have a clear vision for accomplishing the

task at hand.

. I put plans in writing so that others can

know exactly what they are.

. I try to remain flexible so that I can adapt

to changing conditions.

. I try to anticipate barriers to goal accom-

plishment and how to overcome them.
I discuss plans and involve others in
arriving at those plans.

Section I Total

Il. Organizing

L.

I try to follow the plan while working on
the task.

. I try to develop any understanding of the

different steps or parts needed to accom-
plish the task at hand.

. I evaluate different ways of working on the

task before deciding on which course of
action to follow.

. T have a clear sense of the priorities neces-

sary to accomplish the task.

. T arrange for others to be informed about

the degree of progress in accomplishing the
task.

. T am open to alternative, even novel, ways

of working on the task.

. Tadapt the sequence of activities involved if

circumstances change.

. T have a clear sense of how the steps

involved in accomplishing the task should
be structured.
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9.

10.

I lead or follow where appropriate to see
that progress is made toward accomplish-
ing the task.

I coordinate with others to assure steady
progress on the task.

Section II Total

Ill. Leading

1.
2.
3.

10.

I set an example for others to follow.

I am effective at motivating others.

I try to keep a balance between getting the
work done and keeping a spirit of
teamwork.

. I try to handle conflict in nonthreatening,

constructive ways.

. T help others in the group and provide

guidance and training to better perform
their roles.

. I am open to suggestions from others.
. I keep everyone informed about the

group’s activities and progress.

. I show a genuine interest in the work of

others.

. I'am considerate when providing con-

structive suggestions to others.

I understand the needs of others and
encourage initiative in their meeting those
needs.

Section III Total

IV. Controlling

L.

I regularly assess the quantity and quality
of progress on the task at hand.

. T try to assure that the information I

have is timely, accurate, complete, and
relevant.

. I routinely share information with others

to help them accomplish their tasks.

I compare progress with plans and take
corrective action as warranted.

I manage my time and help others to
manage theirs.
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6. I have good sources of information or Source: Adapted from Van Fleet, D. D., Van Fleet, E. W,
methods for obtaining information. & Seperich, G. J. 2013. Principles of Management for
7. T use technology (computers, tablets, smart  Agribusiness. Clifton Park, NY: Delmar/Cengage
phones, etc.) to aid in monitoring progress Learning; Griftin, R. W. 2011. Management. Mason, OH:

and communicating with others. South-Western Cengage Learning; and Van Fleet, D. D.
8. I anticipate possible negative reactions and ~ 1991. Behavior in Organizations. Boston: Houghton
take action to minimize them. Mifflin, in collaboration with G. Moorhead and
9. I recognize that “fixing problems before R. W. Griffin. Adapted from David Van Fleet, Ella Van
they occur” is better than “fixing problems  Fleet, and George J. Seperich, Agribusiness: Principles of
after they occur.” Management (Clifton Park, NY: Delmar/Cengage

10. I try to balance my attention on the many  Learning, 2013); Ricky Griftin, Management, 11th ed.
different steps in accomplishing the task at ~ (Mason, OH: South-Western Cengage Learning, 2013);
hand. and David Van Fleet, Behavior in Organizations (Boston:

Section IV Total Houghton Mifflin, 1991).

CENGAGENOW"™is an easy-to-use online resource that helps you
l study in LESS TIME to get the grade you want NOW. A Personalized
C E N GAG E N OWTM Study diagnostic tool assists you in accessing areas where you need
, to focus study. Built-in technology tools help you master concepts
as well as prepare for exams and daily class.
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Chapter Outline

CHAPTER

Globalization and
Business

Diversity and
Business

Technology and
Business

Ethics and Corporate
Governance

New Employment
Relationships

Chapter
Learning
Objectives
After studying this

chapter, you should be
able to:

1.

Discuss the
emergence of
international
management and
its impact on
organizations.

Describe the nature
of diversity in
organizations and
identify and explain
key dimensions of
diversity.

Discussthe changing
nature of technology
and its impact on
business.

Describe emerging
perspectives on
ethics and corporate
governance.

Discuss the key
issues in new
employment
relationships.

The Changing

2

Environment
of Organizations

Adventures in Social Entrepreneuring

“We function much as venture capitalists do in the private sector. You could
say we’re social VCs.”
—Neal Keny-Guyer, CEO of Mercy Corps

In the aftermath of the devastating earthquake that struck the island nation of Haiti
in January 2010, Oregon-based Mercy Corps arrived with a team of emergency-
response experts from around the world. Focusing on immediate humanitarian
needs, the team delivered food to overwhelmed hospitals and set up services to
provide clean water. Mercy Corps also initiated a work-for-cash program that paid
survivors to aid in clearing debris and restoring buildings, thus providing them with
a little dignity along with the means to purchase supplies for their families and
jump-start the local economy. In addition, the organization set up trauma centers
for children, using counseling methods that it had helped to develop in the wake
of the 9/11 terrorist attacks in New York City eight years earlier. In the aftermath
of the devastating earthquake and tsunami that struck Japan in March 2011,
Mercy Corps delivered emergency supplies and set up such programs as
Comfort for Kids to help children deal with the emotional effects of a large-scale
disaster.

Obviously, Mercy Corps isn't a newcomer to the enterprise of providing
humanitarian aid. Founded in 1979 as the Save the Refugees Fund, a task force
to help victims of famine and genocide in Cambodia, it expanded in 1982,
becoming Mercy Corps International to reflect its broader mission. Since its
founding, the nonprofit organization has provided $2.2 billion in humanitarian aid
and development assistance to people in 114 countries and annually reaches
nearly 19 million people in 36 nations.

Mercy Corps’s approach to on-the-ground assistance also involves more than
immediate-response and emergency-relief services. According to its mission
statement,

Mercy Corps has learned that communities recovering from war or
social upheaval must be the agents of their own transformation for
change to endure. It’s only when communities set their own agendas,
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Miguel Samper for Mercy Corps

Mercy Corps provides relief to people victimized by disasters. This volunteer is a part of
Mercy Corps’ Comfort for Kids program. She is proving support for the victims of the
earthquake that devastated Haiti.

raise their own resources, and implement programs themselves that the
first successes result in the renewed hope, confidence, and skills to con-
tinue their development independently.

Mercy Corps thus works to foster “sustainable community development that
integrates agriculture, health, housing and infrastructure, economic development,
education, and environment and local management,” as well as launching
“initiatives that promote citizen participation, accountability, conflict management,
and the rule of law.” In India, for example, Mercy Corps has taught small-scale tea
farmers sustainable ways to grow organic teas and get fair prices for them. On
plantations owned by big tea companies, it's helped not only to improve living and
economic conditions in worker villages but to form self-governing Community
Initiative Groups to manage ongoing community needs in education, infrastructure,
and employment. In southern Sudan, which has been torn by Africa’s longest civil
war, Mercy Corps has built networks of local organizations to provide such
essential services as adult literacy, orphan care, and HIV/AIDS counseling; other
programs have helped to build roads and community centers and to electrify
villages.
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In Indonesia, where sanitation is a major area of concern, Mercy Corps has
launched a long-term Hygiene Promotion Program. On Hand Washing Day, for
instance, community representatives take to the streets with colorful buckets
and teach children how to wash their hands with soap and water; similarly
equipped hand-washing stations have been set up in neighborhoods
throughout the capital of Djakarta. (Dirty hands can cause diarrhea, which kills
2 million children under the age of 5 every year.) Other programs focus on
education and equipment for harvesting rainwater and removing solid waste
from residential neighborhoods.

In addition to the devastating effects of war, social upheaval, and natural
disaster, Mercy Corps is also concerned with the effects of climate change on
developing communities. It therefore works to provide “viable economic options as
communities adapt to new environmental realities,” especially in helping poor
communities to cope with “the rising incidence of climate-related disasters such as
flooding and drought.” According to Mercy Corps, its climate-related programs fall
into three main areas:

» Alternative energy: promoting energy sources that support sustainable
economic activities

» Sustainable resource management: supporting a community’s ability to
provide its own environmental and ecological services

* Advocacy, outreach, and models that work: inspiring governments and
communities to rely on proven environment- and climate-friendly programs

In 2010, for example, when drought in the African nation of Niger threatened
nearly 8 million people with malnutrition and starvation, Mercy Corps not only
mobilized efforts to provide food commodities but also helped local farmers deal
with chronic debt arising from inefficient methods and prior crop failures. A year
later, Mercy Corps responded when Timor-Leste, an island nation northwest of
Australia, faced just the opposite in climate-related crises: Because seasonal rains
continued throughout the dry season, when farmers plant and harvest the country’s
food supply, drainage systems failed and crops could not be delivered over
impassable roads. In addition to providing immediate relief, Mercy Corps trained
local blacksmiths to make portable silos for storing rice and corn, the country’s
main staples.

What Do You Think?

1. If we say that Mercy Corps responds to “environmental forces,” what do we
mean by the term environment? Why is environment in the sense of “natural
environment” not quite adequate?
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2. Would you be interested in working for an SBE instead of a for-profit organi-
zation? Why or why not? If you were in a position to do so, would you be
willing to invest in an SBE? Why or why not?

References: Mercy Corps, “What We’re Doing in Haiti,” January 23, 2010, www.mercycorps.org on
April 7, 2012; Mercy Corps, “Our History,” 2012, www.mercycorps.org on April 7, 2012; Roger Burks,
“Change Brewing in the Tea Lands,” Mercy Corps, April 9, 2008, www.mercycorps.org on April 7,
2012; Mercy Corps, “Sudan,” 2012, www.mercycorps.org on April 7, 2012; Mercy Corps Indonesia,
2012, http://indonesia.mercycorps.org on April 7, 2012; Roger Burks, “Responding to Niger's Latest
Hunger Crisis,” Mercy Corps, July 23, 2010, www.mercycorps.org on April 7, 2012; USAID, “USAID
Helps Drought-Affected Niger with First Award under the Emergency Food Security Program,” press
release, June 17, 2010, www.usaid.gov on April 7, 2012; Wahyu Nugroho, “Farmers in Timor-Leste
Store Up for a Better Future,” Mercy Corps, March 22, 2011, www.mercycorps.org on April 7, 2012.

The environment of all organizations is changing at an unprecedented rate. The rise
of social entrepreneurship by organizations such as Mercy Corps represents only
one perspective on environmental change. Indeed, in some industries, such as con-
sumer electronics, popular entertainment, and information technology, the speed and
magnitude of change are truly breathtaking. YouTube, for instance, uploads over
60 hours of new video footage every hour. And it’s only been during the last decade
or so that smartphone technologies, Facebook, and social networking have become
commonplace.

Even industries characterized by what have been staid and predictable environ-
ments, such as traditional retail and heavy manufacturing, also face sweeping environ-
mental changes today. Understanding and addressing the environment of a business
has traditionally been the purview of top managers. But the effects of today’s changing
environment permeate the entire organization. Hence, to truly understand the
behavior of people in organizational settings, it is also necessary to understand the
changing environment of business." This chapter is intended to provide the framework
for such understanding. Specifically, as illustrated in Figure 2.1, we introduce and
examine five of the central environmental forces for change faced by today’s organiza-
tions: globalization, diversity, technology, ethics and corporate governance, and new
employment relationships. An understanding of these forces will then set the stage
for our in-depth discussion of contemporary organizational behavior that begins in
Chapter 3.

GLOBALIZATION AND BUSINESS

Perhaps the most significant source of change affecting many organizations today is the

Globalization is the increasing globalization of organizations and management. Of course, in many ways,
internationalization of international management is nothing new. Centuries ago, the Roman army was forced
business activities and to develop a management system to deal with its widespread empire.> Moreover, many

the shift toward an
integrated global
economy.

notable early explorers such as Christopher Columbus and Magellan were not actually
seeking new territory but instead were looking for new trade routes to boost interna-
tional trade. Likewise, the Olympic Games, the Red Cross, and other organizations have
international roots. From a business standpoint, however, the widespread effects of glob-
alization are relatively new, at least in the United States.
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The Growth of International Business

In 2012, the volume of international trade in current dollars was about 50 times greater
than the amount in 1960. Indeed, while international trade actually declined by 11 per-
cent in 2009 due to the global recession, it increased by that same amount in 2010 as the
economy began a slow rebound. Four major factors account for much of the growth in
international trade.

First, communication and transportation have improved dramatically over the past
several decades. Telephone service has improved, communication networks span the
globe and can interact via satellite, and once-remote areas have become routinely acces-
sible. Telephone service in some developing countries is now almost entirely by cellular
phone technology rather than land-based wired telephone service. Fax and electronic
mail technologies allow managers to send documents around the world in seconds as
opposed to the days it took just a few years ago. And newer applications such as text
messaging and Skype have made global communication even easier. In short, it is simply
easier to conduct international business today than was the case just a few years ago.

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

Tourism is projected by many to be the largest
employer in the world within the next decade. While
most think of the travel and tourism industry as
consisting entirely of young people who are greeters
at airports, restaurant servers, or front desk agents
at hotels, the impact of the growing number of
visitors ripples out across national economies to
unexpected areas such as jobs in retail, construction,
and manufacturing. The challenge for any inter-
national destination is to teach employees about the
key differences that a non-native traveler will have
that should be accommodated when that traveler
arrives at a service experience. Whether the issue is
one of language, customs, or service expectations,
the employee serving the international customer
must be alert to the many variations that different
travelers will bring.

The post-9/11 period in the United States is a good
example. This tragic act of terrorism created a surge of
patriotism that spanned nearly all Americans in all jobs.
This became an especially important issue for the
American travel and tourism industry as American
employees needed to display special sensitivity to
international travelers, especially those from countries
that had been publically hostile to the United States.
Some of those travelers, when encountering this patri-
otism, found it at least mildly uncomfortable and some-
times frighteningly hostile. This problem was more
likely once the travelers left portal cities and visited
more remote locations less accustomed to dealing
with international guests. Even at portal destinations,
however, travelers reported checking into hotels after
a long flight and being confronted with a desk agent
wearing an American flag and a lapel button displaying

Serving a Global Market

an aggressively patriotic slogan. On the streets, people
were flying flags on private residences and commercial
buildings, and patriotic auto bumper stickers were
everywhere. To some foreign travelers coming to the
United States to conduct business or vacation, this dis-
play was intimidating.

An astute manager of a business-class hotel in
New York, Los Angeles, or Washington, DC, might
anticipate the problem and provide extra training
to sensitize employees to the impact these strong
visual might have on guests. Unfortunately, not
every manager is astute, and outside the major
ports of entry to the United States there were
reports of situations where the hospitality to ensure
a welcoming atmosphere for all visitors was not
so well done. If an organization is supposed to be pro-
viding a service to all customers, then it is incumbent
on managers to ensure that employees are prepared
for the variations in customers. Theme parks know
that visitors from some cultures avoid standing in
any lines; these parks assist their employees in
maintaining queue discipline by clearly defining their
waiting lines with ropes and stanchions. In other
words, organizations that serve international custo-
mers ensure that their employees are provided train-
ing and every assistance in managing those
customers’ experiences so that they and those around
them are satisfied.

Discussion Question: If you have traveled to another
country or are a traveler from another county, what
reactions did you have to the things you saw and the
people you first met upon entry into the foreign
country? How did these affect your feelings about and
perceptions of the country you entered?

©rangizzz/Shutterstock

Third, more and more firms are moving into international markets to control costs,
especially to reduce labor costs. Plans to cut costs in this way do not always work out as
planned, but many firms are successfully using inexpensive labor in Asia and Mexico.” In
searching for lower labor costs, some companies have discovered well-trained workers
and built more efficient plants that are closer to international markets. India, for
instance, has emerged as a major force in the high-tech sector. Turkey and Indonesia
are also growing in importance. And many foreign automakers have built plants in the
United States.

Finally, many organizations have become international in response to competition. If
an organization starts gaining strength in international markets, its competitors often
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Culture is the set of
shared values, often
taken for granted, that
help people in a group,
organization, or society
understand which
actions are considered
acceptable and which
are deemed
unacceptable.

People behave differently in different cultural contexts. This

business meeting, for example, includes managers from different
countries. Each manager’s behavior will almost certainly be important source of synergy in enhancing
affected by the diverse behaviors of others at the meeting. organizational effectiveness. More and

more organizations are coming to
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must follow suit to avoid falling too far behind in sales and profitability. Exxon Mobil
Corporation and Chevron realized they had to increase their international market share
to keep pace with foreign competitors such as BP and Royal Dutch Shell.

Cross-Cultural Differences and Similarities

The primary concern of this book is human behavior in organizational settings, so we
now turn our attention to differences and similarities in behavior across cultures. While
there is relatively little research in this area, interesting findings have begun to emerge.

General Observations At one level, it is possible to make several general observations
about similarities and differences across cultures. For one thing, cultural and national
boundaries do not necessarily coincide. Some areas of Switzerland are very much like
Italy, other parts like France, and still other parts like Germany. Similarly, within the
United States there are large cultural differences across, say, Southern California, Texas,
and the East Coast.”

Given this basic assumption, one major review of the literature on international man-
agement reached five basic conclusions.® First, behavior in organizational settings does
indeed vary across cultures. Thus, employees in companies based in Japan, the United
States, and Germany are likely to have different attitudes and patterns of behavior. The
behavior patterns are also likely to be widespread and pervasive within an organization.

Second, culture itself is one major cause of this variation. Culture is the set of shared
values, often taken for granted, that help people in a group, organization, or society
understand which actions are considered acceptable and which are deemed unacceptable
(we use this same definition to frame our discussion of organizational culture in Chapter
18). Thus, although the behavioral differences just noted may be caused in part by dif-
ferent standards of living, different geographical conditions, and so forth, culture itself is
a major factor apart from other considerations.

Third, although the causes and conse-
quences of behavior within organizational
settings remain quite diverse across cul-
tures, organizations and the ways they are
structured appear to be growing increas-
ingly similar. Hence, managerial practices
at a general level may be becoming more
and more alike, but the people who work
within organizations still differ markedly.

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

Finally, cultural diversity can be an

Digital Vision/Photodisc/Jupiter Images
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Table 2.1 Work-Related Differences in 10 Countries

INDIVIDUALISM/ POWER UNCERTAINTY LONG-TERM
COUNTRY COLLECTIVISM DISTANCE AVOIDANCE MASCULINITY ORIENTATION
CANADA H M M M L
GERMANY M M M M M
ISRAEL M L M M (no data)
ITALY H M M H (no data)
JAPAN M M H H H
MEXICO H H H M (no data)
PAKISTAN L M M M L
SWEDEN H M L L M
UNITED H M M M L
STATES
VENEZUELA L H M H (no data)

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

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

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

Collectivism is
characterized by tight
social frameworks in
which people tend to
base their identities on
the group or organiza-
tion to which they
belong.
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appreciate the virtues of diversity, but they still know surprisingly little about how to
manage it. Organizations that adopt a multinational strategy can—with effort—become
more than a sum of their parts. Operations in each culture can benefit from operations in
other cultures through an enhanced understanding of how the world works.”

Specific Cultural Issues Geert Hofstede, a Dutch researcher, studied workers and
managers in 60 countries and found that specific attitudes and behaviors differed signifi-
cantly because of the values and beliefs that characterized those countries.® Table 2.1
shows how Hofstede’s categories help us summarize differences for several countries.

The two primary dimensions that Hofstede found are the individualism/collectivism
continuum and power distance. Individualism exists to the extent that people in a cul-
ture define themselves primarily as individuals rather than as part of one or more groups
or organizations. At work, people from more individualistic cultures tend to be more
concerned about themselves as individuals than about their work group, individual
tasks are more important than relationships, and hiring and promotion are usually
based on skills and rules. Collectivism, on the other hand, is characterized by tight social
frameworks in which people tend to base their identities on the group or organization to
which they belong. At work, this means that employee-employer links are more like
family relationships, relationships are more important than individuals or tasks, and hir-
ing and promotion are based on group membership. In the United States, a very individ-
ualistic culture, it is important to perform better than others and to stand out from the
crowd. In Japan, a more collectivist culture, an individual tries to fit in with the group,
strives for harmony, and prefers stability.



Power distance, which
can also be called
orientation to
authority, is the extent
to which people accept
as normal an unequal
distribution of power.

Uncertainty avoidance,
which can also be
called preference for
stability, is the extent
to which people feel
threatened by un-
known situations and
prefer to be in clear
and unambiguous
situations.

Masculinity, which
might be more accu-
rately called assertive-
ness or materialism, is
the extent to which the
dominant values in a
society emphasize
aggressiveness and
the acquisition of
money and other pos-
sessions as opposed to
concern for people,
relationships among
people, and overall
quality of life.

Long-term values
include focusing on
the future, working on
projects that have a
distant payoff,
persistence, and thrift.

Short-term values are
more oriented toward
the past and the
present and include
respect for traditions
and social obligations.
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Power distance, which can also be called orientation to authority, is the extent to
which people accept as normal an unequal distribution of power. In countries such as
Mexico and Venezuela, for example, people prefer to be in a situation in which authority
is clearly understood and lines of authority are never bypassed. On the other hand, in
countries such as Israel and Denmark, authority is not as highly respected and employ-
ees are quite comfortable circumventing lines of authority to accomplish something. Peo-
ple in the United States tend to be mixed, accepting authority in some situations but not
in others.

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

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

Hofstede’s research presents only one of several ways of categorizing differences
across many different countries and cultures. His findings, however, are now widely
accepted and have been used by many companies. They have also prompted ongoing
research by others. The important issue to remember is that people from diverse cultures
value things differently from each other and that people need to take these differences
into account as they work.

Managerial Behavior Across Cultures

Some individual variations in people from different cultures shape the behavior of both
managers and employees. Other differences are much more likely to influence manage-
rial behavior per se.” In general, these differences relate to managerial beliefs about the
role of authority and power in the organization. For example, managers in Indonesia,
Italy, and Japan tend to believe that the purpose of an organization’s structure is to let
everyone know who his or her boss is (medium to high power distance). Managers in the
United States, Germany, and the Great Britain, in contrast, believe that organizational
structure is intended to coordinate group behavior and effort (low power distance). On
another dimension, Italian and German managers believe it is acceptable to bypass one’s
boss to get things done, but among Swedish and British managers, bypassing one’s
superior is strongly prohibited.

Figure 2.2 illustrates findings on another interesting point. Managers in Japan
strongly believe that a manager should be able to answer any question he or she is
asked. Thus, they place a premium on expertise and experience. At the other extreme
are Swedish managers, who have the least concern about knowing all the answers. They
view themselves as problem solvers and facilitators who make no claim to omniscience.
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Differences Across
Cultures in
Managers’ Beliefs
about Answering
Questions from
Subordinates
Subordinates in
various cultures have
different beliefs
regarding managers’
ability to provide defi-
nite, precise answers
to questions. Japan
has the strongest
expectations; Sweden
has the weakest.

Workforce diversity
refers to the important
similarities and
differences among

the employees of
organizations.

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

80
"It is important for a manager to
have at hand precise answers
70 to most of the questions that
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Reference: Reprinted from International Studies of Management and Organizations, vol.
XIIL, no. 1-2, Spring-Summer 1983, by permission of M. E. Sharpe, Inc., Armonk,
N.Y. 10504

Some evidence also suggests that managerial behavior is rapidly changing, at least among
European managers. In general, these managers are becoming more career oriented, bet-
ter educated, more willing to work cooperatively with labor, more willing to delegate,
and more cosmopolitan. Finally, a recent major global research project has investigated
differences in leadership in different countries and produced some interesting results. We
explore this research in Chapter 13.

DIVERSITY AND BUSINESS

A second major environmental shift in recent years has been the increased attention
devoted to the concept of diversity. Workforce diversity refers to the important similar-
ities and differences among the employees of organizations. 3M defines its goals regard-
ing workforce diversity as “valuing uniqueness, while respecting differences, maximizing
individual potentials, and synergizing collective talents and experiences for the growth
and success of 3M.”'% In a diverse workforce, managers are compelled to recognize and
handle the similarities and differences that exist among the people in the organization.'"

Employees’ conceptions of work, expectations of rewards from the organization, and
practices in relating to others are all influenced by diversity. Managers of diverse work
groups need to understand how the social environment affects employees’ beliefs about
work, and they must have the communication skills required to develop confidence and
self-esteem in members of diverse work groups.'?



Stereotypes are gen-
eralizations about a
person or a group of
persons based on
certain characteristics
or traits.

Prejudices are judg-
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that reinforce beliefs
about superiority and
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Primary dimensions of
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factors that are either
inborn or exert ex-
traordinary influence
on early socialization.
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Unfortunately, many people tend to stereotype others in organizations. A stereotype
is a generalization about a person or a group of persons based on certain characteristics
or traits. Many managers fall into the trap of stereotyping workers as being like them-
selves and sharing a manager’s orientation toward work, rewards, and relating to cowor-
kers. However, if workers do not share those views, values, and beliefs, problems can
arise. A second situation involving stereotyping occurs when managers classify workers
into some particular group based on traits such as age or gender. It is often easier for
managers to group people based on easily identifiable characteristics and to treat these
groups as “different.” Managers who stereotype workers based on assumptions about
the characteristics of their group tend to ignore individual differences and therefore to
make rigid judgments about others that do not take into account the specific person
and the current situation.

Stereotypes can lead to the even more dangerous process of prejudice toward others.
Prejudices are judgments about others that reinforce beliefs about superiority and inferi-
ority. They can lead to an exaggerated assessment of the worth of one group and a
diminished assessment of the worth of others. When people prejudge others, they make
assumptions about the nature of the others that may or may not be true, and they man-
age accordingly. In other words, people build job descriptions, reward systems, perfor-
mance appraisal systems, and management systems and policies that fit their
stereotypes.

Management systems built on stereotypes and prejudices do not meet the needs of a
diverse workforce. An incentive system may offer rewards that people do not value, job
descriptions might not fit the jobs and the people who do them, and performance evalu-
ation systems might measure the wrong things. In addition, those who engage in preju-
dice and stereotyping fail to recognize employees’ distinctive individual talents, a
situation that often leads these employees to lose self-esteem and possibly have lower
levels of job satisfaction and performance. Stereotypes can also become self-fulfilling
prophecies. If we assume someone is incompetent and treat the person as though he or
she is incompetent, then over time the employee may begin to share the same belief.
This can lead to reduced productivity, lower creativity, and lower morale.

Of course, managers caught in this counterproductive cycle can change. As a first
step, they must recognize that diversity exists in organizations. Only then can they
begin to manage it appropriately. Managers who do not recognize diversity may face an
unhappy, disillusioned, and underutilized workforce.

Dimensions of Diversity

In the United States, race and gender have been considered the primary dimensions of
diversity. The earliest civil rights laws, for instance, were aimed at correcting racial seg-
regation. Other more recent laws have dealt with discrimination on the basis of gender,
age, and disability. However, diversity entails broader issues than these. In the largest
sense, the diversity of the workforce refers to all of the ways that employees are similar
and different. The importance of renewed interest in diversity is that it helps organiza-
tions reap the benefits of all the similarities and differences among workers.

The primary dimensions of diversity are those factors that are either inborn or exert
extraordinary influence on early socialization. These include age, race and ethnicity, gen-
der, physical and mental abilities, and sexual orientation.'> These factors make up the
essence of who we are as human beings. They define us to others, and because of how
others react to them, these factors also define us to ourselves. These characteristics are
enduring aspects of our human personality, and they sometimes present extremely
complex problems to managers.

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.




40 Part 1: Introduction to Organizational Behavior

Secondary dimensions Secondary dimensions of diversity include factors that matter to us as individuals
of diversity include and that to some extent define us to others; however, they may be less permanent than
factors that matter to primary dimensions and can be adapted or changed. These include educational
us as individuals and background, geographical location, income, marital status, military experience, parental

that to some extent
define us to others;
however, they may be
less permanent than
primary dimensions
and can be adapted
or changed. Who Will Be the Workforce of the Future?
Employment statistics can help us understand just how different the workforce of the
future will be. Figure 2.3 compares the workforce composition of 1984, 1994, 2004, and
projections for 2014. All workforce segments have increased as a percentage of the total
workforce except the white male segment, which has declined steadily. This may not
seem too dramatic, but it follows decades in which the white males have dominated the
workforce, making up well over 50 percent of it. When one considers that the total U.S.
workforce is over 150 million people, a small percentage decline is still large in absolute
numbers.'*

status, religious beliefs, and work experience. These factors may influence any given
individual as much as the primary dimensions. Many veterans of the wars in Afghanistan
and Iraq, for example, have been profoundly affected by their experience of serving in
the military.

W 1990 W 2000 M2010 2014 (projected)

Percentage of U.S. Workforce

White White Black Black Hispanic Hispanic Asian Asian
Male Female Male Female Male Female Male Female

Workforce Composition 1990-2014

In the period between 1990 and 2014, all workforce segments are expected to increase as a percentage of the total
workforce except the white male segment, which is has declined from 47.4% in 1990 to 43.2% in 2010 and is expected
to decline further to 41.5 % by 2014.

Note: The percentages for each year exceed 100 because of the number of individuals who report dual or multi-
ple ethnicities.

Source: Bureau of Labor Statistics, Labor Force Projections to 2014: Retiring Boomers, http://www.bls.gov/opub/
mlr/2010/11/art3full.pdf
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We can also examine the nature of the growth in the workforce over the 10-year
period from 2004 to 2014 (projected). Figure 2.4 shows the percentage of the growth
attributable to each segment. For instance, over this 10-year period the total male
portion of the workforce is expected to grow by 1.1 percent. Within this category,
though, white males are expected to increase only by .8 percent while black males are
projected to increase by 1.9 percent, Hispanic males by 2.8 percent, and Asian males
by 2.7 percent. As can be seen, both white males and white females are expected to
decline slightly as a percentage of the overall workforce while all other groups are pro-
jected to increase.

Examining the age ranges of the workforce gives us another view of the changes. In
contrast to its standing in earlier decades, the 16-24 age group is growing more rapidly
than the overall population—an increase of 3.4 million (14.8 percent) between 2000 and
2010. The number of workers in the 25-54 age group has increased by 5 million (5.0
percent), and the number of workers in the 55 and older group has increased by 8.5 mil-
lion (46.6 percent).'?

Global Workforce Diversity

Similar statistics on workforce diversity are found in other countries. In Canada, for
instance, minorities are the fastest-growing segment of the population and the workforce.
In addition, women make up two-thirds of the growth in the Canadian workforce,
increasing from 35 percent in the 1970s to over 50 percent in 2010. These changes
have initiated a workforce revolution in offices and factories throughout Canada. Man-
agers and employees are learning to adapt to changing demographics. One study found
that 81 percent of the organizations surveyed by the Conference Board of Canada
include diversity management programs for their employees.'®

Increasing diversity in the workplace is even more dramatic in Europe, where employ-
ees have been crossing borders for many years. In fact, in 1991 more than 2 million
Europeans were living in one country and working in another. When the European
Union further eased border crossings for its citizens in 1992, this number increased sig-
nificantly. It was expected that opening borders among the European community mem-
bers primarily would mean relaxing trade restrictions so that goods and services could
move more freely among the member countries. In addition, however, workers were
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also freer to move, and they have taken advantage of the opportunity. It is clear that
diversity in the workforce is more than a U.S. phenomenon. Many German factories
now have a very diverse workforce that includes many workers from Turkey. Several of
the emerging economies in Central Europe are encountering increasing diversity in their
workforce. Poland, Hungary, and the Czech Republic, for instance, have experienced a
steady influx of workers from the Ukraine, Afghanistan, Sri Lanka, China, and Somalia.'”
Companies throughout Europe are learning to adjust to the changing workforce.
Amadeus Global Travel Distribution serves the travel industry, primarily in Europe, but
its staff of 650 is composed of individuals from 32 different countries. Amadeus devel-
oped a series of workshops to teach managers how to lead multicultural teams. Such
seminars also teach them how to interact better with peers, subordinates, and superiors
who come from a variety of countries. Other companies experiencing much the same
phenomenon in Europe and being proactive about it include Mars, Hewlett-Packard
Spain, Fujitsu Spain, and BP. Companies in Asia are also encountering increasing diver-
sity. In Thailand, where there is a shortage of skilled and unskilled workers because of
rapid industrialization and slow population growth, there is a growing demand for
foreign workers to fill the gap, which creates problems integrating local and foreign
workers.'® Thus, the issue of workforce diversity is not limited to the United States.

The Value of Diversity

The United States has historically been seen as a “melting pot” of people from many dif-
ferent countries, cultures, and backgrounds. For centuries, it was assumed that people
who came from other countries should assimilate into the existing cultural context they
were entering. Although equal employment opportunity and accompanying affirmative
action legislation have had significant effects on diversifying workplaces, they sometimes
focused on bringing into the workplace people from culturally different groups and fully
assimilating them into the existing organization. In organizations, however, integration
proved difficult to implement. Members of the majority were slow to adapt and usually
resistant to the change. Substantive career advancement opportunities rarely materialized
for those who were “different.”

The issue of workforce diversity has become increasingly important in the last few
years as employees, managers, consultants, and the government finally realized that the
composition of the workforce affects organizational productivity. Today, instead of a
melting pot, the workplace in the United States might be regarded as more of a “tossed
salad” made up of a mosaic of different flavors, colors, and textures. Rather than trying
to assimilate those who are different into a single organizational culture, the current view
holds that organizations need to celebrate the differences and utilize the variety of
talents, perspectives, and backgrounds of all employees."

Assimilation is the Assimilation Assimilation is the process through which members of a minority
process through which  group become socialized into learning the ways of the majority group. In organizations
members of a minority this entails hiring people from diverse backgrounds and attempting to mold them to fit
group are socialized into the existing organizational culture. One way that companies attempt to make people
into learning the ways fit in is by requiring that employees speak only one language. For instance, Carlos Solero
of the majority group. was fired after he refused to sign a work agreement that included a policy of English-
only at a suburban manufacturing plant near Chicago. Management said the intent of
the English-only policy was to improve communication among workers at the plant. In
response, Solero and seven other Spanish speakers filed lawsuits against the plant.
Attempts to assimilate diverse workers by imposing English-only rules can lead to a vari-
ety of organizational problems. Most organizations develop systems such as performance
evaluation and incentive programs that reinforce the values of the dominant group.
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(Chapter 18 discusses organizational culture as a means of
reinforcing the organizational values and affecting the behavior
of workers.) By universally applying the values of the majority
group throughout the organization, assimilation tends to per-
petuate false stereotypes and prejudices. Workers who are dif-
ferent are expected to meet the standards for dominant group
members.*’

Dominant groups tend to be self-perpetuating. Majority
group members may avoid people who are “different” simply
because they find communication difficult. Moreover, informal
discussions over coffee and lunch and during after-hours social-
izing tend to be limited to people in the dominant group. As a
result, those who are not in the dominant group miss out on the
informal communication opportunities in which office politics,
company policy, and other issues are often discussed in rich
detail. Subsequently, employees not in the dominant group
often do not understand the more formal communications
and may not be included in necessary actions taken in response.
The dominant group likewise remains unaware of opinions
from the “outside.”

Similarly, since the dominant group makes decisions based
on its own values and beliefs, the minority group has little say
in decisions regarding compensation, facility location, benefit
plans, performance standards, and other work issues that per-
tain directly to all workers. Workers who differ from the major-
Diversity training is a common method used ity very quickly get the idea that to succeed in such a system,
in businesses today to better enable their one must be like the dominant group in terms of values and
employees to accept and value differences. beliefs, dress, and most other characteristics. Because success

These Pilgrim Health Care workers, for e . .
instance, are participating in a role-playing depends on assimilation, differences are driven underground.

Ed Ouinn/Corbis News/Corbis

exercise as part of a diversity training Not paying attention to diversity can be very costly to the
program. Various individuals wear labels organization. In addition to blocking minority involvement in
branding themselves as “complainer, communication and decision making, it can result in tensions

“rookie-new hire, sed to change,” .. .
rooxie-new hire, “0ppo 0 chang among workers, lower productivity, increased costs due to
overweight,” and so forth. As they interact

with one another, they begin to see how labels increasing absenteeism, increased employee turnover, increased
affect their interactions with others at work. equal employment opportunity and harassment suits, and lower
morale among the workers.

Valuing diversity Benefits of Valuing Diversity Valuing diversity means putting an end to the
means putting an end assumption that everyone who is not a member of the dominant group must assimilate.
to the assumption that  This is not easily accomplished in most organizations. Truly valuing diversity is not
everyone who isnota  merely giving lip service to an ideal, putting up with a necessary evil, promoting a level

member of the domi-
nant group must
assimilate.

of tolerance for those who are different, or tapping into the latest fad. It is providing an
opportunity to develop and utilize all of the human resources available to the organiza-
tion for the benefit of the workers and the organization as a whole.

Valuing diversity is not just the right thing to do for workers; it is the right thing to do for
the organization, both financially and economically.*' One of the most important benefits of
diversity is the richness of ideas and perspectives that it makes available to the organization.
Rather than relying on one homogeneous dominant group for new ideas and alternative
solutions to increasingly complex problems, companies that value diversity have access to
more perspectives on a problem. These fresh perspectives may lead to development of new
products, opening of new markets, or improving service to existing customers.**
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Technology refers to
the methods used

to create products,
including both physical
goods and intangible
services.

Manufacturing is a
form of business that
combines and trans-
forms resources into
tangible outcomes that
are then sold to others.

A service organization
is one that transforms
resources into an
intangible output and
creates time or place
utility for its customers.
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Overall, the organization wins when it truly values diversity. Workers who recognize
that the organization truly values them are likely to be more creative, motivated, and
productive. Valued workers in diverse organizations experience less interpersonal conflict
because the employees understand each other. When employees of different cultural
groups, backgrounds, and values understand each other, they have a greater sense of
teamwork, a stronger identification with the team, and a deeper commitment to the
organization and its goals.

TECHNOLOGY AND BUSINESS

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

Manufacturing and Service Technologies

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

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

During the decline of the manufacturing sector, a tremendous growth in the service
sector kept the overall U.S. economy from declining at the same rate. A service organi-
zation is one that transforms resources into an intangible output and creates time or
place utility for its customers. For example, Merrill Lynch makes stock transactions for
its customers, Avis leases cars to its customers, and your local hairdresser cuts your hair.
In 1947, the service sector was responsible for less than half of the U.S. gross national
product (GNP). By 1975, however, this figure reached 65 percent, and by 2006 had sur-
passed 75 percent. The service sector has been responsible for almost 90 percent of all
new jobs created in the United States since 1990. Moreover, employment in service occu-
pations is expected to grow 26.8 percent between 2010 and 2020.%*
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Service businesses like Avis must work to insure that their employees are well-trained in
the procedures the firm uses to rent automobiles. But their employees must also demon-
strate strong customer service skills. Both skill sets are especially important in settings
like this Cape Town rental counter where employees will deal with customers from
around the world.

Managers have come to see that many of the tools, techniques, and methods that are
used in a factory are also useful to a service firm. For example, managers of automobile
plants and hair salons each have to decide how to design their facility, identify the best
location for it, determine optimal capacity, make decisions about inventory storage, set
procedures for purchasing raw materials, and set standards for productivity and quality.
At the same time, though, service-based firms must hire and train employees based on a
different skill set than is required by most manufacturers. For instance, consumers sel-
dom come into contact with the Toyota employee who installs the seats in their car, so
that person can be hired based on technical skills. But Avis must recruit people who not
only know how to do a job but who can also effectively interface with a variety of con-
sumers. These and related service technology issues are explored throughout our book in
a our new Services boxed insert.

Technology and Competition

Technology is the basis of competition for some firms, especially those whose goals include
being the technology leaders in their industries. A company, for example, might focus its
efforts on being the lowest-cost producer or on always having the most technologically
advanced products on the market. But because of the rapid pace of new developments,
keeping a leadership position based on technology is becoming increasingly challenging.
Another challenge is meeting constant demands to decrease cycle time (the time that it
takes a firm to accomplish some recurring activity or function from beginning to end).
Businesses have increasingly found that they can be more competitive if they can sys-
tematically decrease cycle times. Many companies, therefore, now focus on decreasing
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cycle times in areas ranging from developing products to making deliveries and collect-
ing credit payments. Twenty years ago, it took a carmaker about five years from the deci-
sion to launch a new product until it was available in dealer showrooms. Now most
companies can complete the cycle in less than two years. The speedier process allows
them to more quickly respond to changing economic conditions, consumer preferences,
and new competitor products while recouping more quickly their product-development
costs. Some firms compete directly on how quickly they can get things done for consu-
mers. In the early days of personal computers, for instance, getting a made-to-order sys-
tem took six to eight weeks. Today, firms such as Dell can usually ship exactly what the
customer wants in a matter of days.

Information Technology

Most people are very familiar with advances in information technology. Cellular tele-
phones, electronic books, smart phones such as the iPhone and Blackberry, the iPad,
and digital cameras, as well as technologically based social networking sites like Facebook,
are just a few of the many recent innovations that have changed how people live and
work.?® Breakthroughs in information technology have resulted in leaner organizations,
more flexible operations, increased collaboration among employees, more flexible work
sites, and improved management processes and systems. On the other hand, they have
also resulted in less personal communication, less “down time” for managers and employ-
ees, and an increased sense of urgency vis-a-vis decision making and communication—
changes that have not necessarily always been beneficial. We discuss information technol-
ogy and its relationship to organizational behavior in more detail in Chapter 11.

ETHICS AND CORPORATE GOVERNANCE

Ethics are a person’s While ethics have long been of relevance to businesses, what seems like an epidemic of
beliefs regarding what ethical breaches in recent years has placed ethics in the mainstream of managerial
is right or wrong in a thought today. One special aspect of business ethics, corporate governance, has also
given situation. taken on increased importance. Ethics also increasingly relate to information technology.

Before discussing these issues, however, it is useful to understand how best to frame eth-
ical relationships in organizations.

Framing Ethical Issues

Figure 2.5 illustrates how many ethical situations can be framed. Specifically, most ethi-
cal dilemmas faced by managers relate to how the organization treats its employees, how
employees treat the organization, and how employees and organizations treat other eco-
nomic agents.

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

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Chapter 2: The Changing Environment of Organizations 47

e Conflicts of interest
Managerial Ethics e Secrecy and
Managers face a confidentiality
variety of ethical | e Honesty
situations. In most
cases these situations
involve how the
organization treats its
employees, how
employees treat the
organization, and how
employees and
organizations treat

Employees Organization

e Hiring and firing

* Wages and working
conditions

e Privacy and respect

other economic Subject to Ethical Ambiguities
agents. o Advertising and promotions
e Financial disclosure
- ————— ¢ Ordering and purchasing ——— — P

e Shipping and solicitations
¢ Bargaining and negotiation
e Other business relationships

Y

Economic Agents
o Customers
o Competitors
o Stockholders
e Suppliers
e Dealers
e Unions

\

From GRIFFIN, Management, 11E. © 2013 Cengage Learning

Woages and working conditions, although tightly regulated, are also areas for potential
controversy. For example, a manager paying an employee less than he deserves, simply
because the manager knows the employee cannot afford to quit or risk losing his job by
complaining, might be considered unethical. The same goes for employee benefits,
especially if an organization takes action that affects the compensation packages—and
welfare—of an entire workforce. Finally, most observers would also agree that an organiza-
tion is obligated to protect the privacy of its employees. A manager’s divulging to employ-
ees that one of their coworkers is having financial problems or an affair is generally seen as
an unethical breach of privacy. Likewise, the manner in which an organization addresses
issues associated with sexual harassment involves employee privacy and related rights.

How Employees Treat the Organization Numerous ethical issues also stem from
how employees treat the organization, especially in regard to conflicts of interest, secrecy
and confidentiality, and honesty. A conflict of interest occurs when a decision potentially
benefits the individual to the possible detriment of the organization. To guard against
such practices, most companies have policies that forbid their buyers to accept gifts
from suppliers. Divulging company secrets is also clearly unethical. Employees who
work for businesses in highly competitive industries—electronics, software, and fashion
apparel, for example—might be tempted to sell information about company plans to
competitors. A third area of concern is honesty in general. Relatively common problems
in this area include such activities as using a business telephone to make personal long-
distance calls, stealing supplies, and padding expense accounts.
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In recent years, new issues regarding such behaviors as personal Internet use at work
have also become more pervasive. Another disturbing trend is that more workers are
calling in sick simply to get extra time off. One survey, for instance, found that the num-
ber of workers who reported taking more time off for personal needs was increasing sub-
stantially. A more recent CareerBuilder survey found that 29 percent of workers surveyed
admitted to having called in sick when they were actually well.>® And yet another survey
found that two-thirds of U.S. workers who call in sick do so for reasons other than ill-
ness. Although most employees are basically honest, organizations must nevertheless be
vigilant to avoid problems resulting from such behaviors.

How Employees and the Organization Treat Other Economic Agents Manage-
rial ethics also come into play in the relationship between the firm and its employees
with other economic agents. As shown above in Figure 2.5, the primary agents of interest
include customers, competitors, stockholders, suppliers, dealers, and unions. The interac-
tions between the organization and these agents that may be subject to ethical ambiguity
include advertising and promotions, financial disclosures, ordering and purchasing, ship-
ping and solicitations, bargaining and negotiation, and other business relationships.

For example, state pharmacy boards are charged with overseeing prescription drug
safety in the United States. All told, there are almost 300 pharmacists who serve on
such boards. It was recently reported that 72 of these pharmacists were employees of
major drugstore chains and supermarket pharmacies. These arrangements, while legal,
could create the potential for conflicts of interest, because they might give the pharma-
cist’s employers influence over the regulatory system designed to monitor their own
business practices.”’”

Another area of concern in recent years involves financial reporting by some e-
commerce firms. Because of the complexities inherent in valuing the assets and revenues
of these firms, some of them have been very aggressive in presenting their financial posi-
tions in highly positive lights. In at least a few cases, some firms have substantially over-
stated their earnings projections to entice more investment. After Time-Warner merged
with AOL, it discovered that its new online partner had overstated its value through var-
ious inappropriate accounting methods. Some of today’s accounting scandals in tradi-
tional firms have stemmed from similarly questionable practices.”® For instance,
Diamond Foods, maker of Emerald snack nuts and Pop Secret popcorn, recently had to
restate its earnings after an audit uncovered several accounting irregularities.*

Hilton Hotels recently hired two senior executives away from rival Starwood Hotels. It
was later determined that the executives took eight boxes of electronic and paper docu-
ments with them; much of the material in the boxes related to plans and details for start-
ing a new luxury-hotel brand. When Hilton announced plans to start such a chain itself,
to be called Denizen Hotels, officials at Starwood became suspicious and investigated.
When they learned about the theft of confidential materials, which Hilton subsequently
returned, Starwood filed a lawsuit against Hilton.*°

Additional complexities faced by many firms today include the variations in ethical
business practices in different countries. In some countries, bribes and side payments
are a normal and customary part of doing business. However, U.S. laws forbid these
practices, even if a firm’s rivals from other countries are paying them. For example, a
U.S. power-generating company once lost a $320 million contract in the Middle East
because government officials demanded a $3 million bribe. A Japanese firm paid the
bribe and won the contract. Another major American company once had a big project
in India cancelled because newly elected officials demanded bribes. And Walmart has
recently been charged with paying $24 million in bribes to Mexican officials to sidestep
local regulations and obtain expedited building permits for new stores.”’ Although such
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Walmart was recently charged with paying $24 million in bribes to Mexican officials to
avoid local regulations and expedite permits for new stores. These protestors in New
York are speaking out against the giant discounter’s efforts to open stores in their city,
in park by invoking Walmart’'s recent scandal in Mexico.

payments are illegal under U.S. law, other situations are more ambiguous. In China, for
example, local journalists expect their cab fare to be paid if they are covering a business-
sponsored news conference. In Indonesia, the normal time for a foreigner to get a dri-
ver’s license is over a year, but it can be “expedited” for an extra $100. In Romania,
building inspectors routinely expect a “tip” for a favorable review.”> And the government
of Bahrain recently charged Alcoa with involvement in a 15-year conspiracy involving
overcharging, fraud, and bribery.*® Alcoa, for instance, billed Bahraini clients for “over-
head,” a normal and understood charge in some countries but not in parts of the Middle
East. Similarly, gifts provided to some local officials by Alcoa were seen by other officials
as bribes.

Ethical Issues in Corporate Governance

A related area of emerging concern relates to ethical issues in corporate governance—
the oversight of a public corporation by its board of directors. The board of a public
corporation is expected to ensure that the business is being properly managed and that
the decisions made by its senior management are in the best interests of shareholders
and other stakeholders. But in far too many cases the recent ethical scandals alluded to
previously have actually started with a breakdown in the corporate governance structure.
For instance, in a now-classic ethical scandal involving governance issues, WorldCom’s
board approved a personal loan to the firm’s CEO, Bernard Ebbers, for $366 million
even though there was little evidence that he could repay it. Likewise, Tyco’s board
approved a $20 million bonus for one of its own members for helping with the acquisi-
tion of a firm owned by that individual (this bonus was in addition to the purchase
price!).
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But boards of directors are also increasingly being criticized even when they are not
directly implicated in wrongdoing. The biggest complaint here often relates to board
independence. Disney, for instance, has faced this problem in the past. Several key mem-
bers of the firm’s board of directors were from companies that do business with Disney,
and others were long-time friends of senior Disney executives. While board members
need to have some familiarity with both the firm and its industry in order to function
effectively, they also need to have sufficient independence to carry out their oversight
function.™

Ethical Issues in Information Technology

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

DoubleClick isn’t the only firm gathering personal data about people’s Internet activi-
ties. People who register at Yahoo! are asked to list date of birth, among other details.
Amazon.com, eBay, and other sites also ask for personal information. And GPS and
other tracking technologies allow firms to potentially know where their subscribers are
physically located at any point in time. As awareness of these capabilities increases, sur-
veys show that people are troubled by the amount of information being collected, who
gets to see it, and other issues associated with privacy.

One way management can address these concerns is by posting a privacy policy on its
website. The policy should explain exactly what data the company collects and who gets
to see the data. It should also allow people a choice about having their information
shared with others and indicate how people can opt out of data collection. Disney,
IBM, and other companies support this position by refusing to advertise on websites
that have no posted privacy policies.

In addition, companies can offer web surfers the opportunity to review and correct
information that has been collected, especially medical and financial data. In the offline
world, consumers are legally allowed to inspect credit and medical records. In the online
world, this kind of access can be costly and cumbersome, because data are often spread
across several computer systems. Despite the technical difficulties, government agencies
are already working on Internet privacy guidelines; this means, in turn, that companies
will also need internal guidelines, training, and leadership to ensure compliance.

NEW EMPLOYMENT RELATIONSHIPS

A final significant area of environmental change that is particularly relevant for busi-
nesses today involves what we call new employment relationships. While we discuss
employment relationships from numerous perspectives in Part 2 of this book, two partic-
ularly important areas today involve the management of knowledge workers and the out-
sourcing of jobs to other businesses, especially when those businesses are in other
countries. Managing temporary and contingency workers and tiered workforces is also
becoming increasingly complex.
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Knowledge workers
are those employees
who add value in an
organization simply
because of what they
know.

Outsourcing is the
practice of hiring other
firms to do work previ-
ously performed by the
organization itself;
when this work is
moved overseas, it is
often called offshoring.
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The Management of Knowledge Workers

Traditionally, employees added value to organizations because of what they did or
because of their experience. However, during today’s “information age,” many employees
add value simply because of what they know.>> These employees are often referred to as
knowledge workers. How well these employees are managed is seen as a major factor in
determining which firms will be successful in the future.”® Knowledge workers include
computer scientists, physical scientists, engineers, product designers, and video game
developers. They tend to work in high-technology firms and are usually experts in
some abstract knowledge base. They often believe they have the right to work in an
autonomous fashion, and they identify more strongly with their profession than with
any organization—even to the extent of defining performance primarily in terms recog-
nized by other members of their profession.””

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

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

Outsourcing

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

Up to a point, at least, outsourcing makes good business sense in areas that are highly
unrelated to a firm’s core business activities. However, it has attracted considerably more
attention in recent years because of the growing trend toward outsourcing abroad in
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A contingent worker is
a person who works for
an organization on
something other than a
permanent or full-time
basis.

A tiered workforce
exists when one group
of an organization’s
workforce has a con-
tractual arrangement
with the organization
objectively different
from another group
performing the same
jobs.
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order to lower labor costs; this practice is often called offshoring. One recent estimate
suggests that 3.3 million white-collar jobs currently being performed in the United States
will likely be moved abroad by 2015; this same study suggests that 1 out of 10 IT jobs
once held by U.S. workers will be handled by non-U.S. workers by that same date.*’

Many software firms, for example, have found that there is an abundance of talented
programmers in India who are willing to work for much lower salaries than their Amer-
ican counterparts. Likewise, many firms that operate large call centers find that they can
handle those operations for much lower costs from other parts of the world. As a result,
domestic jobs may be lost. And some firms attract additional criticism when they require
their domestic workers—soon to be out of jobs—to train their newly hired foreign repla-
cements! Clearly, there are numerous behavioral and motivational issues involved in
practices such as these. Several of them are detailed in the Diversity box entitled “The
BOSS in Indian BPO” on page 53, which discusses problems faced by outsource employ-
ees in India.

Temp and Contingency Workers
Another trend that has impacted employment relationships in business involves the use
of contingent or temporary workers. Indeed, recent years have seen an explosion in the
use of such workers by organizations. A contingent worker is a person who works for
an organization on something other than a permanent or full-time basis. Categories of
contingent workers include independent contractors, on-call workers, temporary
employees (usually hired through outside agencies), and contract and leased employees.
Another category is part-time workers. The financial services giant Citigroup, for
example, makes extensive use of part-time sales agents to pursue new clients. About
10 percent of the U.S. workforce currently uses one of these alternative forms of employ-
ment relationships. Experts suggest, however, that this percentage is increasing at a
consistent pace.

Managing contingent workers is not always straightforward, however, especially from
a behavioral perspective. Expecting too much from such workers, for example, is a mis-
take that managers should avoid. An organization with a large contingent workforce
must make some decisions about the treatment of contingent workers relative to the
treatment of permanent, full-time workers. Should contingent workers be invited to the
company holiday party? Should they have the same access to such employee benefits as
counseling services and childcare? There are no right or wrong answers to such ques-
tions. Managers must understand that they need to develop a strategy for integrating
contingent workers according to some sound logic and then follow that strategy consis-
tently over time.*!

Tiered Workforce

A final emerging issue dealing with new employment relationships is what we might call
the tiered workforce. A tiered workforce exists when one group of an organization’s
workforce has a contractual arrangement with the organization objectively different from
that of another group performing the same jobs. For example, Harley-Davidson recently
negotiated a new agreement with its labor union for wages and job security at its large
motorcycle factory in York, Pennsylvania. The change was needed to help the plant
remain competitive and to prevent Harley from moving York jobs to other factories.
Under terms of the new agreement, the lowest-paid production worker currently on staff
earns $24.10 an hour. All new employees hired for that same job in the future, however,
will earn $19.28 an hour. Yet another group of employees, called “casual” workers, work
on an “as needed” basis and will earn $16.75 an hour.*? Similarly, under a new contract
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The BOSS in Indian BPO

Twenty-one-year-old Anurag Verma has one of those
jobs that tend to come up in the conversation when
Americans are talking about U.S. unemployment: He
works in India’s burgeoning business process outsour-
cing (BPO) industry. He
makes very good money—
about $800 a month, which
is 12 times the average
Indian salary. He uses a
Blackberry
have to ride a crowded bus

and doesn't
to work because he owns a
car. He was getting ready to
put money down on a
condo until one day he collapsed at his desk and had
to be taken to the hospital. In the weeks leading up to
his collapse, he had been suffering from dizzy spells
and migraines; he’d lost his appetite and 22 pounds.

Anurag had been on the job for eight months, and in
the BPO industry, his problem is known as BOSS—
Burn Out Stress Syndrome. Symptoms include chronic
fatigue, insomnia, loss of appetite, and gastrointestinal
problems. Back and shoulder pain are common, as are
ear and eye ailments. Experts say that BOSS affects
about one-third of India’s 7 million BPO workers. In
the city of Bangalore (known as “the Silicon Valley of
India” because it's the country’s leading information
technology exporter), a study of IT professionals con-
ducted by the National Institute for Mental Health and
Neurosciences (NIMHANS) found that 1 in 20 workers
regularly considered suicide and classified 36 percent
as “probable psychiatric cases.”

“You are making nice money,” reports 26-year-old
Vaibhav Vats, whose weight ballooned to 265 pounds
after two years at an outsourced IBM call center,
“but the tradeoff,” he warns young people just entering
the industry out of college, “is also big.” Those
tradeoffs typically include long night shifts and dis-
rupted eating and sleeping schedules. A common
result, according to doctors, is the alteration of

“Those who put in 10 hours of work every
night are unable to get adequate sleep
during daytime no matter how hard they
try. This causes a cumulative sleep debt
leading to significant sleep deprivation,
fatigue, mood swings, [and] lack of
concentration.”

—DR. ANUPAM MITTAL, MAX HOSPITAL IN DELHI, INDIA

biorhythms—the patterns by which our bodies adapt
to the patterns of day and night. One study, for exam-
ple, found that BPO workers tend to develop markedly
different sleeping patterns. According to researchers,
they were not only sleep-
ier but were “more
depressed and suffered
from anxiety disorders.”
Explains Dr. Anupam Mit-
tal of Delhi’'s Max Hospi-
tal: “Those who put in 10
hours of work every night
are unable to get ade-
quate sleep during day-
time no matter how hard they try. This causes a
cumulative sleep debt leading to significant sleep dep-
rivation, fatigue, mood [and] lack of
concentration.”

There are also physiological repercussions. Women,
for instance, suffer from menstrual and hormonal dis-
orders when disrupted sleep patterns create imbal-
ances in melatonin and cortisol, two hormones related
to sleep and stress. “Sleep deprivation and exposure to
light at night,” says Dr. Swati Bhargava, a Mumbai
gynecologist, “interrupts production,
thereby stimulating the body to produce more estro-

swings,

melatonin

gen, which is a known hormonal promoter of breast
cancer.” supported by
research showing that women who work nights have

Bhargava’s diagnosis is

a 60 percent higher risk of breast cancer.

References: Neeta Lal, Asia

Sentinel, May 6, 2008, www.asiasentinel.com on April 9, 2012;

“India’s Outsourcing Blues,”

Pawan Budhwar, “The Good and Bad of Outsourcing to India:
Emerging Problems in the Sector and the Way Forward”
2010),
www1.aston.ac.uk on April 9, 2012; Saritha Rai, “India Outsour-
cing Workers Stressed to the Limit,” ZDNet, August 26, 2009,
www.zdnet.com on April 9, 2012; “India’s Outsourcing Industry
Facing Mass Level Health Problems,” BPO Tiger, January 23,

(Birmingham, UK: Aston University, January 26,

2008, www.bpotiger.com on April 9, 2012.
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with the United Auto Workers, new hires at Ford, General Motors, and Chrysler will earn
a lower hourly wage and reduced benefits compared to workers already on the payroll
when the agreement was signed.*> General Motors, for example, pays its pre-contract
employees a minimum of $28 an hour, but all new employees start at $14 an hour.
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These and other arrangements will pose challenges in the future. For instance, newly
hired workers may come to feel resentment towards their more senior colleagues who are
getting paid more for the same work. Likewise, when the job market improves and work-
ers have more options, firms may face higher turnover among their newer lower-paid

employees.

SYNOPSIS

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

A second major environmental shift in recent years
has been the increased attention devoted to the concept
of diversity. Workforce diversity refers to the important
similarities and differences among the employees of
organizations. Unfortunately, many people tend to ste-
reotype others in organizations. Stereotypes can lead to
the even more dangerous process of prejudice toward
others. Managers should be cognizant of both primary
and secondary dimensions of diversity, as well as the
wide array of benefits to be derived from having a
diverse workforce.

Technology refers to the methods used to create
products, including both physical goods and intangible
services. Technological change has become a major
driver for other forms of organization change. More-
over, it also has widespread effects on the behaviors of
people inside an organization. Three specific areas of
technology relevant to the study of organizational
behavior are (1) the shift toward a service-based econ-
omy, (2) the growing use of technology for competitive

DISCUSSION QUESTIONS

1. Identify ways in which the globalization of busi-
ness affects businesses in your community.

2. What would you imagine to be the major differ-
ences among working for a domestic firm inside
the United States, working for a foreign com-
pany’s operations inside the United States, and
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advantage, and (3) mushrooming change in informa-
tion technology.

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

Another significant area of environmental change
that is particularly relevant for businesses today
involves new employment relationships. Knowledge
workers are those who add value to an organization
because of what they know. How well these employees
are managed is seen as a major factor in determining
which firms will be successful in the future. Outsour-
cing is the practice of hiring other firms to do work
previously performed by the organization itself. It is
an increasingly popular strategy because it helps firms
focus on their core activities and avoid getting side-
tracked by secondary activities. However, it grows con-
troversial when the jobs being outsourced are really
being exported to foreign countries in ways that reduce
domestic job opportunities. Contingent and temporary
workers and the creation of a tiered workforce also
pose special challenges. These challenges center around
the treatment of various groups (such as contingent or
lower-tier workers) compared to other groups (such as
permanent or higher-tier employees).

working for an American firm’s operations
abroad?

3. Why do organizations need to be interested
in managing diversity? Is it a legal or
moral obligation, or does it have some other
purpose?



4. Summarize in your own words what the statistics
tell us about the workforce of the future.

5. All things considered, do you think people from
diverse cultures are more alike or more different?
Explain the reasons for your answer.

6. What role does changing technology play in your
daily activities?

7. How concerned are you regarding technology-
related privacy? Are your concerns increasing?
Why or why not?

8. Do you think concerns regarding ethics will
remain central in managerial thinking, or will

HOW DO YOU
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these concerns eventually become less important?
Why?

9. Do you anticipate becoming a “knowledge
worker”? How do you think this will shape your
own thinking regarding your employer, com-
pensation, and so forth?

10. What are your personal opinions about the use of
international outsourcing?

11. Does multiculturalism contribute to competitive
advantage for an organization?

SEE IT?

Snow Job

“If we were to produce garments in the U.S.,
I'd say our prices would be doubled.”
—HOLDEN OUTERWEAR FOUNDER MIKEY LEBLANC

In 2000, Mikey LeBlanc was a prominent professional
snowboarder* who found most of the clothing available to
winter-sports enthusiasts “silly looking.” Fellow snow-
boarder Scott Zergebel agreed. Moreover, said Zergebel,
“everything on the market felt like it was machine made
and mass produced.” Their solution? Start up a company,
as LeBlanc put it, for “making garments that looked great
[while] hiding a ton of technical features.” And while they
were at it, adds Zergebel, they wanted to “bring back a
sense of Old World tailoring and craftsmanship.”

So in 2002, LeBlanc and Zergebel launched Holden
Outerwear to make pants and jackets for snowboarders
and skiers. At first, they entered the market under a
licensing agreement with Earth Products, itself a subsidi-
ary of K2 Sports, the world’s biggest maker of snow-sports
equipment and apparel. They broke off the agreement in
2007 and set out on their own, officially locating
in Portland, Oregon. LeBlanc, who introduces himself in
our video as “one of the guys that helps with the market-
ing around here,” is usually referred to as “marketing
director.” Zergebel (who does not appear in the video) is
generally identified as “creative director.” As of August
2011, Holden has had an official CEO in the person of
former Adidas executive Ben Pruess.

As a startup, Holden was among the approximately 7
percent of new businesses that venture into the
manufacturing arena, where high costs often discourage
entry into many industries. LeBlanc and Zergebel, how-

ever, wanted to make something—better cold-weather
outerwear—and that meant finding the right resources
and the means to transform them into tangible products
that people would buy. Because the company makes
clothes, LeBlanc reminds us, “fashion definitely figures
into Holden” products, and he stresses that the company
looks far and wide for inspiration: “A lot of our competi-
tors,” he explains, “look inside our industry for inspira-
tion, and it kind of becomes incestuous. We've always
looked outside, whether it was to stores, to current trends,
to friends wearing stuff, to our travel around the world.”
In addition, Holden makes garments designed to perform
specific functions—in particular, keeping winter-sports
enthusiasts warm and dry while allowing them to perform
well in their chosen activities. Stitched seams, for instance,
are always waterproofed with a plastic adhesive film (from
South Korea), and fabrics are finished with a proprietary
DWR (durable water repellent) called Ricochet, which
outlasts finishes made to industry standards.

LeBlanc adds that Holden’s choice of fabrics also
reflects the company’s “big push in eco-friendlier
attributes.” Japanese Recyclon, for example, is made of
59 percent recycled nylon, and Holden’s Hemp/PET
Poly Fabric combines hemp and recycled synthetic fibers
derived from plastic bottles otherwise destined for land-
fills. Lining using S.Cafe yarn, developed and produced in
Taiwan, is made by weaving recycled coffee grounds into
the fabric (a process which, oddly enough, aids in odor
control).

Finally, all Holden garments are manufactured overseas
(primarily in China) and shipped to the United States
and Canada and, from there, to distribution outlets around
the world. “I'm throwing a guess here,” says Le Blanc,
“but if we were to produce garments in the U.S., I'd say
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our prices would be doubled. At a minimum. It’s really
hard to beat the prices coming out of China.” Holden pro-
ducts are also sold overseas, primarily in Asia and Europe.
“When we started,” recalls LeBlanc, “I totally envisioned
us being a global company,” but while Holden has met
with some success in Asia, LeBlanc admits that the com-
pany is still taking baby steps in Europe. Most of its sales
(about $10 million in 2011) are still in the United States,
and its best market segment remains its first: According to
Snowboarder Magazine, Holden is tied for third among 16
companies that sell snowboarding outerwear.

CASE QUESTIONS

1. Google “Holden Outerwear” and check out some of the
company’s online advertising (much of which appears
in the advertising of distributors and retailers). Typi-
cally, what product features are stressed? Which fea-
tures are designed to make products “look great™?
Which features qualify as “technical features”? In gen-
eral, does Holden seem to live up to LeBlanc’s ideal of
“making garments that look great [while] hiding a ton
of technical features™?

2. As of this writing, Holden has a grand total of 10
employees. We're introduced to a few of them during
the video, although only briefly. What does Hillary
Lloyd do? What cultural issues does she probably face
in working with the outside vendor for whom she’s
responsible? [Hint: Go to http://geert-hofstede.com/
south-korea.html.]

3. In explaining Holden’s choice of outsourcing as a
strategy, LeBlanc discusses three areas of product and
marketing management. What are they, and what
advantages does LeBlanc attribute to each? Which of
the three has proved to be the biggest challenge,
and what has Holden done to solve problems in
this area?

4. In May 2012, Holden announced that it was moving its
headquarters from Portland to Los Angeles, where
operating expenses will be about 15 percent lower.
The company also said that it intended to extend its
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product lines into apparel for hiking, skateboarding,
bicycling, and, eventually, surfing. “We are a reflection
of the global community that inspires us,” explained
Ben Pruess. Give some reasons why you think the
strategy decisions were made and why you think they
were good ones. Do you think that the two decisions
are related? If so, in what ways?
5. A recent article entitled “Manufacturing Startups:

What You Need to Know” begins this way:**

With ever-advancing technology, cheap outsourced
labor, and globalized logistics providers, it should be
easy to start up a manufacturing company, right?
Wrong. The challenges have simply become greater.

In what ways—specifically—does this statement apply
to Holden Outerwear? The article goes on to offer two
suggestions for would-be manufacturing entrepre-
neurs: (1) reduce costs and (2) remember that “every-
thing is global.” In what ways—specifically—has
Holden heeded this advice?

ADDITIONAL SOURCES

Holden Outerwear, “Holden History” (2012), www.holdenouterwear
.com on May 3, 2012; Erik Siemers, “Growing Holden Hires First
CEO,” Portland (OR) Business Journal, August 12, 2011, www
.bizjournals.com on May 3, 2012; Allan Brettman, “Holden Outer-
wear Exits Portland in Search of New Markets, Lower Expenses,”
OregonLive.com, May 2, 2012, http://blog.oregonlive.com on May 3,
2012; Brettman, “Snowboarding’s Holden Outerwear Announces It’s
Leaving Portland for LA,” OregonLive.com, May 2, 2012, http://
impact.oregonlive.com on May 3, 2012; Scott Zergebel, “My Inspira-
tion Comes from Trying to Live My Life to the Fullest,” SIA’s Latest,
March 28, 2012, www.snowsports.com on May 3, 2012; “Industry
Profile: Holden Owner Mikey LeBlanc,” Shayboarder.com, July 1,
2010, www.shayboarder.com on May 3, 2012; David Benedek,
“David Benedek Interviews Mikey LeBlanc,” Snowboarder Magazine,
December 17, 2009, www.snowboardermag.com on May 3, 2012.

*According to TransWorld SNOWboarding magazine, it was LeBlanc
who brought attention to the tech-backcountry aerial movement and
spearheaded the resurgence of rail, jib, and street boards.

**Staci Wood, “Manufacturing Startups: What You Need to Know,”
Small Business Trends Radio, December 9, 2008, www.smbtrendwire.
com on May 3, 2012.
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EXPERIENCING ORGANIZATIONAL BEHAVIOR

Understanding Your Own Stereotypes about Others

Purpose This exercise will help you better understand
your own stereotypes and attitudes toward others.

Format You will be asked to evaluate a situation and
the assumptions you make in doing so. Then you will
compare your results with those of the rest of the class.

Procedure

1. Read the following description of the situation to
yourself and decide who it is that is standing at
your door and why you believe it to be that
person. Make some notes that explain your
rationale for eliminating the other possibilities
and selecting the one that you did. Then answer
the follow-up questions.

2. Working in small groups or with the class as a
whole, discuss who might be standing at your
door and why you believe it to be that person.
Record the responses of your class members.

3. In class discussion, reflect on the stereotypes
used to reach a decision and consider the
following:

a. How hard was it to let go of your original
belief once you had formed it?

b. What implications do first impressions of
people have concerning how you treat them,
what you expect of them, and your assessment
of whether the acquaintance is likely to go
beyond the initial stage?

c. What are the implications of your responses
to these questions concerning how you, as a
manager, might treat a new employee? What
will the impact be on that employee?

d. What are the implications of your answers for
yourself in terms of job hunting?

Situation You have just checked into a hospital room for
some minor surgery the next day. When you get to your

BUILDING MANAGERIAL SKILLS

Exercise Overview Communications skills refer to
your ability to convey ideas and information to other
people. The task, of course, is easier when the person to
whom you’re communicating is familiar with the same
language as you are; but in an increasingly diverse busi-
ness environment, you won’t always have the luxury of

room, you are told that the following people will be com-
ing to speak with you within the next several hours.

1. The surgeon who will do the operation

2. A nurse

3. The secretary for the department of surgery

4. A representative of the company that supplies
televisions to the hospital rooms

5. A technician who does laboratory tests

6. A hospital business manager

7. The dietitian

[Note: You have never met any of these people before
and do not know what to expect.]

About half an hour after your arrival, a woman who
seems to be of Asian ancestry appears at your door
dressed in a straight red wool skirt, a pink-
and-white-striped polyester blouse with a bow at the
neck, and red medium-high-heeled shoes that match
the skirt. She is wearing gold earrings, a gold chain
necklace, a gold wedding band, and a white hospital
laboratory coat. She is carrying a clipboard.

Follow-Up Questions

1. Of the seven people listed, which of them is
standing at your door? How did you reach this
conclusion?

2. If the woman had not been wearing a white
hospital laboratory coat, how might your per-
ceptions of her have differed? Why?

3. If you find out that she is the surgeon who will
be operating on you in the morning, and you
thought initially that she was someone else, how
confident do you now feel in her ability as a
surgeon? Why?

4. What implications can you draw from this exer-
cise regarding the management of knowledge
workers?

expressing yourself strictly on your own terms. This
exercise asks you to communicate information by care-
fully crafting the terms in which you express yourself.

Exercise Background Youre the owner of a store
that sells unfinished furniture made of fine woods.
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Customers, both individual consumers and retailers,
buy your furniture and finish the pieces themselves,
usually with oil-based finishes. One of your best custo-
mers is the owner of a small furniture store catering to
the members of a local ethnic community. She is not a
native speaker of English. She has learned that waste
rags used in the application of oil-based finishes have
been known to explode—a phenomenon known as
“spontaneous combustion”—and has become worried,
both about the safety of her customers and about her
own liability. You need to send her a letter reassuring
her that the problem, while real, can be dealt with eas-
ily and safely. You also need to tell her what to tell her
customers.

Exercise Task Now do the following:

1. Review the following sampling of guidelines for
“internationalizing” the English language. It’s
designed to help you write clear messages to
nonnative speakers and to reduce the possibility
of creating a misunderstanding between you and
a person from a different culture. (You can also
follow the same guidelines when communicating
to another native speaker of English.)*

« Use the most common words in the language
(there are 3,000 to 4,000 to choose from).

+ Use only the most common meaning of words
that have multiple meanings (the word “high”

SELF-ASSESSMENT EXERCISE

Cross-Cultural Awareness

The following questions are intended to provide insights
into your awareness of other cultures. Please indicate the
best answers to the questions listed below. There is no
passing or failing answer. Use the following scale,
recording it in the space before each question.

1 = definitely no
2 = not likely

3 = not sure

4 = likely

5 = definitely yes

1. I can effectively conduct business in a
language other than my native language.

2. 1 can read and write a language other
than my native language with great ease.
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has 20 meanings, the word “expensive” only
one).

« Avoid sports terms (“ballpark figure”) and
words that require mental pictures (“red tape”).

o Use words only in the most common way
(don’t make verbs out of nouns, as in “faxing
a letter”).

o Don’t create or use new words; avoid slang.

« Avoid two-word verbs (use “apply” instead of
“put on”).

o Use more short, simple sentences than you
normally would.

« Avoid acronyms (“ASAP”), emoticons (:-0),
and shorthand (“4” for “for”).

o Adopt a formal tone and use maximum
punctuation for the greatest clarity.

2. Go online to locate a manufacturer of oil-based
finishes. Find out what the maker of the product
has to say about dealing with the problem of
spontaneous combustion.

3.  Write a letter to your nonnative-speaking cus-
tomer. Explain the problem of spontaneous
combustion, tell her what the manufacturer
recommends, and sum up your own advice.

*List adapted from D.I. Riddle and Z.D. Lanham, “Internationalizing
Written Business English: 20 Propositions for Native English Speak-
ers,” Journal of Language for International Business, vol. 1 (1984-
1985), pp. 1-11.

3. I understand the proper protocol for
conducting a business card exchange in
at least two countries other than my
own.

4. T understand the role of the keiretsu in
Japan or the chaebol in Korea.

5. Tunderstand the differences in manager-
subordinate relationships in two coun-
tries other than my own.

6. I understand the differences in negotia-
tion styles in at least two countries other
than my own.

7. 1 understand the proper protocols for
gift giving in at least three countries.

8. I understand how a country’s charac-
teristic preference for individualism



10.

11.

12.

13.

14.

versus collectivism can influence busi-
ness practices.

I understand the nature and importance
of demographic diversity in at least three
countries.

I understand my own country’s laws
regarding giving gifts or favors while on
international assignments.

I understand how cultural factors influ-
ence the sales, marketing, and distribu-
tion systems of different countries.

I understand how differences in male-
female relationships influence business
practices in at least three countries.

I have studied and understood the his-
tory of a country other than my native
country.

I can identify the countries of the
European Union without looking them

up.

. I know which gestures to avoid using

overseas because of their obscene
meanings.

I understand how the communication
styles practiced in specific countries can
influence business practices.
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17. I know in which countries I can use my
first name with recent business
acquaintances.

18. T understand the culture and business
trends in major countries in which my
organization conducts business.

19. I regularly receive and review news and
information from and about overseas
locations.

20. I have access to and utilize a cultural
informant before conducting business at
an overseas location.

= Total Score

When you have finished, add up your score and com-
pare it with those of others in your group. Discuss the
areas of strength and weakness of the group members.

[Note: This brief instrument has not been scientifi-
cally validated and is to be used for classroom discus-
sion purposes only.]

Reference: Neal R. Goodman, “Cross-Cultural Training
for the Global Executive,” in Richard W. Brislin and
Tomoko Yoshida (eds.), Improving Intercultural
Interactions, pp. 35-36, copyright © 1994 by Sage Pub-
lications, Inc. Reprinted by permission of Sage Publica-
tions, Inc.

CENGAGENOW"
\/

CENGAGENOW"is an easy-to-use online resource that helps you
study in LESS TIME to get the grade you want NOW. A Personalized
Study diagnostic tool assists you in accessing areas where you need
to focus study. Built-in technology tools help you master concepts
as well as prepare for exams and daily class.
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Chapter Outline

e People in
Organizations

¢ Personality and
Organizations

e Attitudes in
Organizations

e Perception in
Organizations

* Types of Workplace
Behavior

What to Do When the Boss Releases
His Inner Toddler

“Most tantrums don’t involve things being thrown across the room.”

Chapter
Learning
Objectives
After studying this

—Organizational consultant Lynn Taylor, on TOTs

Put yourself in the following scenario:

chapter, you should be
able to:

1.

Explain the nature
of the individual-
organization
relationship.

Define personality
and describe
personality attributes
that affect behavior
in organizations.

Discuss individual
attitudes in
organizations and
how they affect

You’re one of 10 VPs at a small chain of regional clothing stores, where
you’re in charge of the women’s apparel departments. One of your jobs
is to review each month’s performance at a meeting of all 10 department
heads and the company president. Like your fellow VPs, you prepare
a PowerPoint presentation showing the results for the previous month
and your projections for the upcoming month, and during your pre-
sentation you take the podium and lead the discussion from the front of
the room.

On the whole, the meeting is part of a pretty sound overall strategy
that allows everyone to know what's going on and what to expect
across the board. Typically, the only drawback to an informative and

behavior. productive session is the president’s apparent inability to deal with
4. Describe basic L . « »
perceptual bad news. He gets irritable and likes to lambaste “underperformers,

processes and the
role of attributions
in organizations.

Explain how
workplace behaviors
can directly or
indirectly influence
organizational
effectiveness.
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and as a result, you and your colleagues always enter the meeting
with stomachs in knots and leave it with full-blown gastric distress. The
president himself thinks he’s fostering open and honest discussion,
but everyone else in the room knows plain old-fashioned bullying when
they see it.

As luck would have it, you now find yourself at the front of the room,
looking up at the floor-to-ceiling screen on which are emblazoned, in what
looks to you like 500-point font (red, of course), your less than stellar
monthly numbers. Sweating profusely, you’re attempting to explain some
disappointing sales figures when you hear a noise—a sort of thudding
and rattling—against the wall behind you. Startled, you spin around toward
the room and are surprised to see that everyone seems to be looking for
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something on the floor or
checking the weather through
the windows on one side of
the room. Finally you glance
toward the wall behind you,
where you discover a bent
meeting-room chair lying on
the floor, and as you look up
again, you see that the presi-
dent is standing, his arms
crossed and his face scowling.
“The next time you show me
numbers like those,” he snarls,
“l won’t miss!”

Iromaya Images/Jupiter Images

Believe it or not, this is a true story

Some bosses engage in behaviors that others find intimidating or ]
even abusive in nature. Fortunately, people who understand orga- (although we’ve changed a few details—

nizational behavior can often develop insights in such behaviors very few—in the interest of plausibility
and develop strategies for countering or at least coping with them.

and dramatic impact). It's told by John

McKee, a consultant to professionals
and businesspeople who want to move up the management ladder as quickly—
and, presumably, with as little violence—as possible. McKee was actually an
eye witness to the episode, and although he admits that it's “the clearest
example of a boss behaving badly” that he’s ever seen, he hastens to add
that he won’t be the least bit surprised when someone comes up with an even
better one.

Consultant Lynn Taylor, who specializes in the development of work and
management teams, calls bosses like the one in our scenario Terrible Office
Tyrants, or TOTs—managers who can’t control their power when they’re placed
under stress. Taylor believes that the characterization is apt in light of research
showing that bosses like the one we've described actually “return to their
misbehaving ‘inner toddler to handle unwieldy pressures.” In other words, they
revert to the kind of behavior that produced “self-serving results” when they were
children. In the adult workplace, explains Taylor, they “occasionally find that their
ability to master the world is limited, as it is with most mortal beings. This
revelation, on top of their inability to communicate clearly in the moment, makes
them furious and frustrated.”

According to Taylor, there are 20 “core, parallel traits [shared by] TOTs and
toddlers.” The following, which are fairly aggressive, she catalogs under “Bratty
Behavior”:

e Bragging
e Bullying
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* Demanding

e Ignoring
e Impulsiveness
e Lying

e Self-centeredness
e Stubbornness

e Tantrums

e Territorialism

*  Whining

“Most tantrums,” Taylor assures us, “don’t involve things being thrown across the
room,” and TOT behavior, especially in its less aggressive forms—fickleness,
mood swings, neediness—can be “proactively managed” by employees who don’t
care to be treated as emotional punching bags. She recommends “humor, common
sense, rational thinking, and setting limits to bad behavior.” And remember, she
adds, “You are the parent with the proverbial cookie jar when it comes to
managing a TOT.”

Taylor's approach to understanding and dealing with bad bosses isn’t entirely
metaphorical, and she does suggest that beleaguered employees translate her
general advice into some concrete coping techniques. When confronted by
managerial neediness, for example, a good “pacifier” might be a reply such as:
“Itll be the first thing on my to-do list tomorrow.” If you're looking for a handy
toolbox of effective techniques, you can find dozens on the Internet, most of them
posted by psychologists and organizational consultants. The following was
complied by Karen Burns, U.S. News columnist and specialist on career advice for
women:

e Put everything in writing. Write and date progress reports. When you get
verbal instructions, summarize them in a reply e-mail.

* Be a star performer. Beyond just being a good employee, maintain a positive
demeanor; it's hard for someone to ambush you when you’re doing your job
and smiling in the process.

*  Pick your moments. Rather than simply avoiding your boss, study her pat-
terns. Steer clear when she’s a nutcase and schedule interactions for times
when she’s stabilized.

e Seek community. Anchor your sanity in ties to coworkers and other
managers. Find a mentor inside the workplace and someone outside to talk
(and vent) to.

e Control what you can. You can’t control your boss’s irrational behavior, so
control what you can—namely, the way you respond to it. Ignore the cranky
tone of voice and respond to the substance of what she says. Also, eat right,
exercise, get enough sleep, and spend the rest of your time with sane
people.
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*  Know your rights. If you want to take your grievance to the HR department (or
further), be sure that you’'ve documented your problem and your efforts to
resolve it, and be specific about the remedy you’re asking for (transfer, sev-
erance package, etc.).

* [dentify the exits. Come up with a plan, and don’t be bullied into taking action
before you're ready.

What Do You Think?

1. According to some experts, the sort of behavior recorded here is more
prevalent in the business world than in the rest of society. Assuming that
this is true, why do you suppose that’s the case?

2. Are you something of a perfectionist? Are you easily frustrated? How well
suited are you—at this point in your life—to the task of managing other
people?

References: John McKee, “Worst Boss Ever,” TechRepublic, February 8, 2007, www.techrepublic
.com on April 10, 2012; Lynn Taylor, “Why Bad Bosses Act Like Toddlers,” Psychology Today,
August 27, 2009, www.psychologytoday.com on April 10, 2012; Lynn Taylor, “10 Ways to Manage
Bad Bosses,” CNN Living, December 15, 2009, http://articles.cnn.com on April 10, 2012;

Karen Burns, “How to Survive a Bad Boss,” U.S. News & World Report, November 4, 2009,
http://money.usnews.com on April 10, 2012.

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

In this chapter we explore some of the key characteristics that differentiate people
from one another in organizations. We first investigate the psychological nature of indi-
viduals in organizations. We then look at elements of people’s personalities that can
influence behavior and consider individual attitudes and their role in organizations.
Next, we examine the role of perception in organizations. We close this chapter with an
examination of various kinds of workplace behaviors that affect organizational
performance.

PEOPLE IN ORGANIZATIONS

As a starting point for understanding the behavior of people in organizations, we first
examine the basic nature of the individual-organization relationship. Understanding
this relationship helps us appreciate the nature of individual differences. That is, these
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The Psychological
Contract
Psychological con-
tracts govern the basic
relationship between
people and organiza-
tions. Individuals
contribute such things
as effort and loyalty.

In turn, organizations
offer such inducements
as pay and job security.

A psychological
contract is a person’s
set of expectations
regarding what he or
she will contribute to
an organization and
what the organization,
in return, will provide to
the individual.

An individual's contri-
butions to an organi-
zation include such
things as effort, skills,
ability, time, and
loyalty.

Organizations provide
inducements to indivi-
duals in the form of
tangible and intangible
rewards.
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differences play a critical role in determining various important workplace behaviors of
special relevance to managers.

Psychological Contracts

Whenever we buy a car or sell a house, both buyer and seller sign a contract that speci-
fies the terms of the agreement—who pays what to whom, when it’s paid, and so forth.
A psychological contract resembles a standard legal contract in some ways, but it is less
formal and less well defined. Specifically, a psychological contract is a person’s overall
set of expectations regarding what he or she will contribute to the organization and what
the organization will provide in return." Unlike any other kind of business contract, a
psychological contract is not written on paper, nor are all of its terms explicitly
negotiated.

Figure 3.1 illustrates the essential nature of a psychological contract. The individual
makes a variety of contributions to the organization—such things as effort, skills, ability,
time, and loyalty. Jill Henderson, a branch manager for Merrill Lynch, uses her knowl-
edge of financial markets and investment opportunities to help her clients make profit-
able investments. Her MBA in finance, coupled with hard work and motivation, have
allowed her to become one of the firm’s most promising young managers. The firm
believed she had these attributes when it hired her, of course, and expected that she
would do well.

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

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

All organizations face the basic challenge of managing psychological contracts. They
want value from their employees, and they need to give employees the right induce-
ments. For instance, underpaid employees may perform poorly or leave for better jobs
elsewhere. An employee may even occasionally start to steal organizational resources as



Person-job fit is the
extent to which the
contributions made by
the individual match
the inducements
offered by the
organization.

Chapter 3: Foundations of Individual Behavior 65

a way to balance the psychological contract. Overpaying employees who contribute little
to the organization, though, incurs unnecessary costs.

Recent trends in downsizing and cutbacks have complicated the process of managing
psychological contracts, especially during the recession of 2008-2010. For example, many
organizations used to offer at least reasonable assurances of job permanence as a funda-
mental inducement to employees. Now, however, job permanence is less likely, so alter-
native inducements may be needed.” Among the new forms of inducements that some
companies are providing are additional training opportunities and increased flexibility
in working schedules.

Increased globalization of business also complicates the management of psychological
contracts. For example, the array of inducements that employees deem to be of value
varies across cultures. U.S. workers tend to value individual rewards and recognition,
but Japanese workers are more likely to value group-based rewards and recognition.
Workers in Mexico and Germany highly value leisure time and may thus prefer more
time off from work, whereas workers in China may place a lower premium on time off.
The Lionel Train Company, maker of toy electric trains, once moved its operations to
Mexico to capitalize on cheaper labor. The firm encountered problems, however, when
it could not hire enough motivated employees to maintain quality standards and ended
up making a costly move back to the United States. That is, the prevailing low wages in
Mexico (which prompted the firm to move there to begin with) were not sufficient
inducement to motivate the high quality performance the firm expected.

A related problem faced by international businesses is the management of psycholog-
ical contracts for expatriate managers. In some ways, this process is more like a formal
contract than are other employment relationships. Managers selected for a foreign
assignment, for instance, are usually given some estimate of the duration of the assign-
ment and receive various adjustments in their compensation package, including cost-
of-living adjustments, education subsidies for children, reimbursement of personal travel
expenses, and so forth. When the assignment is over, the manager must then be inte-
grated back into the domestic organization. During the time of the assignment, however,
the organization itself may have changed in many ways—new managers, new coworkers,
new procedures, new business practices, and so forth. Thus, returning managers may
very well come back to an organization that is quite different from the one they left
and to a job quite different from what they expected.’

The Person-Job Fit

One specific aspect of managing psychological contracts is management of the person-
job fit. A good person-job fit is one in which the employee’s contributions match the
inducements the organization offers. In theory, each employee has a specific set of
needs to be fulfilled and a set of job-related behaviors and abilities to contribute. If the
organization can take perfect advantage of those behaviors and abilities and exactly fulfill
the employee’s needs, it will have achieved a perfect person-job fit.

Of course, such a precise person-job fit is seldom achieved. For one thing, hiring pro-
cedures are imperfect. Managers can estimate employee skill levels when making hiring
decisions and can improve them through training, but even simple performance dimen-
sions are hard to measure objectively and validly. For another thing, both people and
organizations change. An employee who finds a new job stimulating and exciting to
begin with may find the same job boring and monotonous a few years later. An organi-
zation that adopts new technology needs new skills from its employees. Finally, each per-
son is unique. Measuring skills and performance is difficult enough. Assessing attitudes
and personality is far more complex. Each of these individual differences makes match-
ing individuals with jobs a difficult and complex process.*
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Individual differences
are personal attributes
that vary from one
person to another.

Personality is the
relatively stable set of
psychological attri-
butes that distinguish
one person from
another.

The “big five” person-
ality traits are a set of
fundamental traits that
are especially relevant
to organizations.

Agreeableness is the
ability to get along with
others.

Conscientiousness
refers to the number
of goals on which a
person focuses.
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Individual Differences

As already noted, every individual is unique. Individual differences are personal attri-
butes that vary from one person to another. Individual differences may be physical, psy-
chological, and emotional. The individual differences that characterize a specific person
make that person unique.’ As we see in the sections that follow, basic categories of indi-
vidual differences include personality, attitudes, perception, and creativity. First, however,
we need to note the importance of the situation in assessing the individual’s behavior.

Are the specific differences that characterize a given person good or bad? Do they
contribute to or detract from performance? The answer, of course, is that it depends on
the circumstances. One person may be dissatisfied, withdrawn, and negative in one job
setting but satisfied, outgoing, and positive in another. Working conditions, coworkers,
and leadership are just a few of the factors that affect how a person performs and feels
about a job. Thus, whenever a manager attempts to assess or account for individual dif-
ferences among her employees, she must also be sure to consider the situation in which
behavior occurs.

Since managers need to establish effective psychological contracts with their employ-
ees and achieve optimal fits between people and jobs, they face a major challenge in
attempting to understand both individual differences and contributions in relation to
inducements and contexts. A good starting point in developing this understanding is to
appreciate the role of personality in organizations.

PERSONALITY AND ORGANIZATIONS

Personality is the relatively stable set of psychological attributes that distinguish one
person from another. A longstanding debate among psychologists—often expressed
as “nature versus nurture”’—concerns the extent to which personality attributes are
inherited from our parents (the “nature” argument) or shaped by our environment (the
“nurture” argument). In reality, both biological and environmental factors play impor-
tant roles in determining our personalities.® Although the details of this debate are
beyond the scope of our discussion here, managers should strive to understand basic per-
sonality attributes and how they can affect people’s behavior in organizational situations,
not to mention their perceptions of and attitudes toward the organization.

The “Big Five” Personality Traits
Psychologists have identified literally thousands of personality traits and dimensions that
differentiate one person from another. But in recent years, researchers have identified five
fundamental personality traits that are especially relevant to organizations.” These traits,
illustrated in Figure 3.2, are now commonly called the “big five” personality traits.

Agreeableness refers to a person’s ability to get along with others. Agreeableness causes
some people to be gentle, cooperative, forgiving, understanding, and good-natured in their
dealings with others. But lack of it results in others’ being irritable, short-tempered, unco-
operative, and generally antagonistic toward other people. Researchers have not yet fully
investigated the effects of agreeableness, but it seems likely that highly agreeable people
are better at developing good working relationships with coworkers, subordinates, and
higher-level managers, whereas less agreeable people are not likely to have particularly
good working relationships. The same pattern might extend to relationships with custo-
mers, suppliers, and other key organizational constituents.

Conscientiousness refers to the number of goals on which a person focuses. People
who focus on relatively few goals at one time are likely to be organized, systematic, care-
ful, thorough, responsible, and self-disciplined. Others, however, tend to pursue a wider



The “Big Five” Per-
sonality Framework
The “big five” per-
sonality framework is
currently very popular
among researchers
and managers. These
five dimensions rep-
resent fundamental
personality traits pre-
sumed to be important
in determining the
behaviors of indivi-
duals in organizations.
In general, experts
agree that personality
traits closer to the left
end of each dimension
are more positive in
organizational set-
tings, whereas traits
closer to the right are
less positive.

Neuroticism is char-
acterized by a person’s
tendency to experi-
ence unpleasant emo-
tions such as anger,
anxiety, depression,
and feelings of
vulnerability.

Extraversion is the
quality of being com-
fortable with relation-
ships; the opposite
extreme, introversion,
is characterized by
more social discomfort.

Openness is the
capacity to entertain
new ideas and to
change as a result of
new information.
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High Agreeableness Low Agreeableness

Conscientiousness

High Conscientiousness Low Conscientiousness

Neuroticism
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Extraversion
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More Openness Less Openness
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array of goals, and, as a result, tend to be more disorganized, careless, and irresponsible,
as well as less thorough and self-disciplined. Research has found that more conscientious
people tend to be higher performers than less conscientious people in a variety of differ-
ent jobs. This pattern seems logical, of course, since conscientious people take their jobs
seriously and approach their jobs in a highly responsible fashion.

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

Extraversion reflects a person’s comfort level with relationships. Extroverts are socia-
ble, talkative, assertive, and open to establishing new relationships. Introverts are much
less sociable, talkative, and assertive, and more reluctant to begin new relationships.
Research suggests that extroverts tend to be higher overall job performers than introverts
and that they are more likely to be attracted to jobs based on personal relationships, such
as sales and marketing positions.

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

The “big five” framework continues to attract
the attention of both researchers and managers.
The potential value of this framework is that it
encompasses an integrated set of traits that
appear to be valid predictors of certain behaviors
in certain situations. Thus, managers who can
both understand the framework and assess
these traits in their employees are in a good posi-
tion to understand how and why they behave as
they do. On the other hand, managers must be
careful to not overestimate their ability to assess
the “big five” traits in others. Even assessment
Personality traits can play an important role in the kinds of using the most rigorous and valid measures is
jobs a person gravitates to. For instance, an individual who likely to be somewhat imprecise. Another limita-
is an extrovert may be attracted to a job that is based on tion of the “big five” framework is that it is pri-

personal relationships and that involves frequent interac- 1v based h ducted in th
tions with other people. This salesperson, for example, marily Dbased on research conducted 1n €

seems to be genuinely enjoying his interactions with his United States. Thus, its generalizability to other

customer. cultures presents unanswered questions. Even
within the United States, a variety of other fac-
tors and traits are also likely to affect behavior in
organizations.
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The Myers-Briggs Framework

Another interesting approach to understanding personalities in organizations is the
Myers-Briggs framework. This framework, based on the classical work of Carl Jung, dif-
ferentiates people in terms of four general dimensions: sensing, intuiting, judging, and
perceiving. Higher and lower positions in each of the dimensions are used to classify
people into one of sixteen different personality categories.

The Myers-Briggs Type Indicator (MBTI) is a popular questionnaire that some orga-
nizations use to assess personality types. Indeed, it is among the most popular selection
instruments used today, with as many as 2 million people taking it each year. Research
suggests that the MBTI is a useful method for determining communication styles and
interaction preferences. In terms of personality attributes, however, questions exist

Emotional intelligence about both the validity and the stability of the MBTL

or EQ, is the extent to
which people are self-
aware, can manage

. . Emotional Intelligence
their emotions, can

motivate themselves, The concept of emotional intelligence has been identified in recent years and provides
express empathy for some interesting insights into personality. Emotional intelligence, or EQ, refers to the
others, and possess extent to which people are self-aware, can manage their emotions, can motivate them-
social skills. selves, express empathy for others, and possess social skills.® (EQ is used to parallel the
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A person’s locus of
control is the extent to
which he believes his
circumstances are a
function of either his
own actions or of ex-
ternal factors beyond
his control.

A person’s self-
efficacy is that per-
son’s beliefs about his
or her capabilities to
perform a task.

Authoritarianism is the
belief that power and
status differences are
appropriate within hi-
erarchical social sys-
tems such as
organizations.
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traditional term IQ, which of course stands for “intelligence quotient.”) These various
dimensions can be described as follows:

o Self-awareness This is the basis for the other components. It refers to a person’s
capacity for being aware of how he or she is feeling. In general, more self-awareness
allows a person to more effectively guide his or her own life and behaviors.

e Managing emotions This refers to a person’s capacities to balance anxiety, fear, and
anger so that they do not interfere with getting things accomplished.

o Motivating oneself This dimension refers to a person’s ability to remain optimistic
and to continue striving in the face of setbacks, barriers, and failure.

o Empathy Empathy refers to a person’s ability to understand how others are feeling
even without being explicitly told.

o Social skill This refers to a person’s ability to get along with others and to establish
positive relationships.

Preliminary research suggests that people with high EQs may perform better than others,
especially in jobs that require a high degree of interpersonal interaction and that involve
influencing or directing the work of others. Moreover, EQ appears to be something that
isn’t biologically based but instead can be developed.’

Other Personality Traits at Work

Besides these complex models of personality, several other specific personality traits are
also likely to influence behavior in organizations. Among the most important are locus
of control, self-efficacy, authoritarianism, Machiavellianism, self-esteem, and risk
propensity.

Locus of control is the extent to which people believe that their behavior has a real
effect on what happens to them.'’ Some people, for example, believe that if they work
hard they will succeed. They may also believe that people who fail do so because they
lack ability or motivation. People who believe that individuals are in control of their
lives are said to have an internal locus of control. Other people think that fate, chance,
luck, or other people’s behavior determines what happens to them. For example, an
employee who fails to get a promotion may attribute that failure to a politically moti-
vated boss or just bad luck, rather than to her or his own lack of skills or poor perfor-
mance record. People who think that forces beyond their control dictate what happens to
them are said to have an external locus of control.

Self-efficacy is a related but subtly different personality characteristic. A person’s self-
efficacy is that person’s belief about his or her capabilities to perform a task. People with
high self-efficacy believe that they can perform well on a specific task, whereas people
with low self-efficacy tend to doubt their ability to perform a specific task. Self-
assessments of ability contribute to self-efficacy, but so does the individual’s personality.
Some people simply have more self-confidence than others. This belief in their ability to
perform a task effectively results in their being more self-assured and better able to focus
their attention on performance.'’

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

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



70 Part 2: Individual Processes in Organizations

Many people consider disgraced former
CEO Dennis Kozlowski to be a poster
child for Machiavellianism. During his
tenure as CEO of Tyco Kozlowski appar-
ently thought his position gave him

carte blanche to use corporate resources
to fund his own extravagant lifestyle
including such excesses as a gold shower

curtain!

People who possess
the personality trait of
Machiavellianism be-
have to gain power and
control the behavior of
others.

A person’s self-esteem
is the extent to which
that person believes he
or she is a worthwhile
and deserving
individual.

A person’s risk pro-
pensity is the degree to
which he or she is
willing to take chances
and make risky
decisions.
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A highly authoritarian manager may be relatively auto-
cratic and demanding, and highly authoritarian subordinates
are more likely to accept this behavior from their leader. On
the other hand, a less authoritarian manager may allow sub-
ordinates a bigger role in making decisions, and less authori-
tarian subordinates might respond more positively to this
behavior.

Machiavellianism is another important personality trait.
This concept is named after Niccolo Machiavelli, a sixteenth-
century author. In his book The Prince, Machiavelli explained
how the nobility could more easily gain and use power. The
term “Machiavellianism” is now used to describe behavior
directed at gaining power and controlling the behavior of
others. Research suggests that the degree of Machiavellianism
varies from person to person. More Machiavellian individuals
tend to be rational and nonemotional, may be willing to lie to
attain their personal goals, put little emphasis on loyalty and
friendship, and enjoy manipulating others’ behavior. Less
Machiavellian individuals are more emotional, less willing to
lie to succeed, value loyalty and friendship highly, and get little
personal pleasure from manipulating others. By all accounts,
Dennis Kozlowski, the indicted former CEO of Tyco Interna-
tional, had a high degree of Machiavellianism. He apparently
came to believe that his position of power in the company
gave him the right to do just about anything he wanted with
company resources.'

Self-esteem is the extent to which a person believes that he
or she is a worthwhile and deserving individual. A person
with high self-esteem is more likely to seek higher-status
jobs, be more confident in his or her ability to achieve higher
levels of performance, and derive greater intrinsic satisfaction
from his or her accomplishments. In contrast, a person with
less self-esteem may be more content to remain in a lower-
level job, be less confident of his or her ability, and focus
more on extrinsic rewards (extrinsic rewards are tangible
and observable rewards like a paycheck, job promotion, and so forth). Among the
major personality dimensions, self-esteem is the one that has been most widely stud-
ied in other countries. Although more research is clearly needed, the published evi-
dence suggests that self-esteem as a personality trait does indeed exist in a variety of
countries and that its role in organizations is reasonably important across different
cultures.

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

Najlah Feanny/Corbis



SERVICE

Imagine you lead a company that offers customers the
opportunity to bungee jump off a 100-foot bridge span-
ning a raging river. You have employees whose jobs
include hooking up customers properly, filling out legal
waiver of liability forms, and ensuring that the jumps go
off without errors and that customers have some scary
fun. Your revenue stream and profits require that this pro-
cess proceeds with a minimum of delay, as you have
learned that making customers wait too long leads to
many who lose their courage, run out of time, or get impa-
tient and leave. The challenge for you is to enhance your
customers’ belief in their ability to make the jump—their
self-efficacy—so they will take the plunge with the confi-
dence that they are capable of successfully performing
this task.

In reviewing your knowledge of ways to enhance
self-efficacy from your organizational behavior course,
you realize that the same strategies you learned about
for enhancing employee self-efficacy can also be used
for customers. You recall that there are four ways to pro-
mote self-efficacy. These are, from most to least influen-
tial, enactive mastery, vicarious experience, verbal
persuasion, and emotional (physiological) arousal. Enac-
tive mastery is learned through repeated experiences in
which a person discovers the level of performance of
which he or she is capable. The second way to develop
self-efficacy is through vicarious experiences or model-
ing, whether by self-modeling or by observing another
person. The third strategy for developing self-efficacy is
verbal persuasion. The final strategy for developing self-
efficacy is the individual’s physiological state.

With this knowledge, you quickly realize that you can
use some or all of these in designing how your bungee
jump is set up and in training your employees how to
enhance your customers’ self-efficacy and improve their
ability to co-produce the value of the bungee experience.
The easiest strategy to implement is to redesign the wait-
ing line in a way that the customers waiting to jump can
observe others taking the plunge. This allows you to use
vicarious experiences of others to enhance the self-
efficacy of the customers in line. Watching others, espe-
cially those that look like them or those who are inferior
to them in some way (age, size, etc.) is an effective strategy
for building self-efficacy: “If that person can do it, so can |.”

Chapter 3: Foundations of Individual Behavior

Customer Self-Efficacy

You might also include a television monitor for wait-
ing customers to observe that broadcasts footage of
prior jumpers, carefully edited to include a diverse
array of people similar to those typically seeking out
this experience. A related physical setting strategy is
to find ways to evoke a physiological response that
inspires people to take on difficult challenges, such as
playing the theme song from Rocky.

The second step is to train your employees on things
they can do to enhance customer self-efficacy. Employ-
ees can be taught to observe and determine guest perfor-
mance capabilities for co-producing the required tasks, to
intervene in ways that enhance self-efficacy, and to pro-
vide persuasive encouragement. Disney cast members,
for example, are extensively trained to train guests in
the use of its FASTPASS system from a machine that is
not easy for all guests to use. Cast members are trained
to recognize and train those guests who need assistance
to build mastery in a way similar to the training that air-
line desk agents must go through to teach the airline pas-
senger how to co-produce the self-ticketing procedure.

For our bungee example, we can teach employees
what to say to encourage waiting customers to jump.
Another strategy is to teach your employees how to iden-
tify pairing or groupings of customers so that friends or
significant others waiting can be encouraged to chant
encouragement to the first person in the group. Not only
will those chanting encouragement enhance the self-
efficacy of the person waiting to jump, but the employee
can also point out to the person about to jump that he or
she will be serving as a role model for the others to follow.

The point is simple—not only does knowledge of
self-efficacy and how it operates help in developing
strategies for better managing your employees’ per-
ceptions of their ability to successfully perform their
tasks, but the same strategies that enhance employee
performance in doing their jobs will enhance your cus-
tomers’ ability to do their parts in the co-production of
a service experience. In our bungee example, if the cus-
tomer doesn’t jump, that customer leaves disappointed
and our revenue stream suffers.

Discussion Question: Reflect on service experiences
you have had and discuss the things the organization
did to enhance your self-efficacy.
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Attitudes are a per-
son’s complexes of
beliefs and feelings
about specific ideas,
situations, or other
people.

A person’s cognitions
constitute the knowl-
edge a person pre-
sumes to have about
something.

A person'’s affect is his
or her feelings toward
something.

Attitude Formation

Attitudes are generally
formed around a
sequence of cognition,
affect, and behavioral
intention. That is, we
come to know some-
thing that we believe
to be true (cognition).
This knowledge trig-
gers a feeling (affect).
Cognition and affect
then together influ-
ence how we intend to
behave in the future.
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ATTITUDES IN ORGANIZATIONS

People’s attitudes also affect their behavior in organizations. Attitudes are complexes of
beliefs and feelings that people have about specific ideas, situations, or other people. Atti-
tudes are important because they are the mechanism through which most people express
their feelings. An employee’s statement that he feels underpaid by an organization reflects
his feelings about his pay. Similarly, when a manager says that she likes a new advertising
campaign, she is expressing her feelings about the organization’s marketing efforts.

How Attitudes Are Formed

Attitudes are formed by a variety of forces, including our personal values, our experi-
ences, and our personalities. For example, if we value honesty and integrity, we may
form especially favorable attitudes toward a manager whom we believe to be very honest
and moral. Similarly, if we have had negative and unpleasant experiences with a particu-
lar coworker, we may form an unfavorable attitude toward that person. Any of the “big
five” or individual personality traits may also influence our attitudes. Understanding the
basic structure of an attitude helps us see how attitudes are formed and can be changed.

Attitude Structure Attitudes are usually viewed as stable dispositions to behave
toward objects in a certain way. For any number of reasons, a person might decide that
he or she does not like a particular political figure or a certain restaurant (a disposition).
We would expect that person to express consistently negative opinions of the candidate
or restaurant and to maintain the consistent, predictable intention of not voting for the
political candidate or not eating at the restaurant. In this view, attitudes contain three
components: cognition, affect, and intention.

Cognition is the knowledge a person presumes to have about something. You may
believe you like a class because the textbook is excellent, the class meets at your favorite
time, the instructor is outstanding, and the workload is light. This “knowledge” may be
true, partially true, or totally false. For example, you may intend to vote for a particular
candidate because you think you know where the candidate stands on several issues. In
reality, depending on the candidate’s honesty and your understanding of his or her state-
ments, the candidate’s thinking on the issues may be exactly the same as yours, partly
the same, or totally different. Cognitions are based on perceptions of truth and reality,
and, as we note later, perceptions agree with reality to varying degrees.

A person’s affect is his or her feelings toward something. In many ways, affect is
similar to emotion—it is something over which we have little or no conscious control.

Cognition Affect

A

Behavioral Intention I

For example, most people react to words such as “love,” “hate,” “sex,” and “war” in a
manner that reflects their feelings about what those words convey. Similarly, you may
like one of your classes, dislike another, and be indifferent toward a third. If the class
you dislike is an elective, you may not be particularly concerned. But if it is the first
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An intention is a com-
ponent of an attitude
that guides a person’s
behavior.

Cognitive dissonance
is the anxiety a person
experiences when
simultaneously pos-
sessing two sets of
knowledge or percep-
tions that are contra-
dictory or incongruent.
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course in your chosen major, your affective reaction may cause you considerable
anxiety.

Intention guides a person’s behavior. If you like your instructor, you may intend to
take another class from him or her next semester. Intentions are not always translated
into actual behavior, however. If the instructor’s course next semester is scheduled for
8 a.m., you may decide that another instructor is just as good. Some attitudes, and their
corresponding intentions, are much more central and significant to an individual than
others. You may intend to do one thing (take a particular class) but later alter your inten-
tions because of a more significant and central attitude (fondness for sleeping late).

Cognitive Dissonance When two sets of cognitions or perceptions are contradictory
or incongruent, a person experiences a level of conflict and anxiety called cognitive
dissonance. Cognitive dissonance also occurs when people behave in a fashion that is
inconsistent with their attitudes. For example, a person may realize that smoking and
overeating are dangerous yet continue to do both. Because the attitudes and behaviors
are inconsistent with each other, the person probably will experience a certain amount
of tension and discomfort and may try to reduce these feelings by changing the attitude,
altering the behavior, or perceptually distorting the circumstances. For example, the dis-
sonance associated with overeating might be resolved by continually deciding to go on a
diet “next week.”

Cognitive dissonance affects people in a variety of ways. We frequently encounter
situations in which our attitudes conflict with each other or with our behaviors. Disso-
nance reduction is the way we deal with these feelings of discomfort and tension. In
organizational settings, people contemplating leaving the organization may wonder why
they continue to stay and work hard. As a result of this dissonance, they may conclude
that the company is not so bad after all, that they have no immediate options elsewhere,
or that they will leave “soon.”

Attitude Change Attitudes are not as stable as personality attributes. For example,
new information may change attitudes. A manager may have a negative attitude about
a new colleague because of the colleague’s lack of job-related experience. After working
with the new person for a while, however, the manager may come to realize that he is
actually very talented and subsequently develop a more positive attitude. Likewise, if the
object of an attitude changes, a person’s attitude toward that object may also change.
Suppose, for example, that employees feel underpaid and as a result have negative atti-
tudes toward the company’s reward system. A big salary increase may cause these atti-
tudes to become more positive.

Attitudes can also change when the object of the attitude becomes less important or less
relevant to the person. For example, suppose an employee has a negative attitude about his
company’s health insurance. When his spouse gets a new job with an organization that has
outstanding insurance benefits, his attitude toward his own insurance may become more
moderate simply because he no longer has to worry about it. Finally, as noted earlier, indi-
viduals may change their attitudes as a way to reduce cognitive dissonance.

Deeply rooted attitudes that have a long history are, of course, resistant to change. For
example, over a period of years a former airline executive named Frank Lorenzo devel-
oped a reputation in the industry of being antiunion and of cutting wages and benefits.
As a result, employees throughout the industry came to dislike and distrust him. When
he took over Eastern Airlines, its employees had such a strong attitude of distrust toward
him that they could never agree to cooperate with any of his programs or ideas. Some of
them actually cheered months later when Eastern went bankrupt, even though it was
costing them their own jobs!
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Key Work-Related Attitudes

People in an organization form attitudes about many different things. Employees are
likely to have attitudes about their salary, their promotion possibilities, their boss,
employee benefits, the food in the company cafeteria, and the color of the company soft-
ball team uniforms. Of course, some of these attitudes are more important than others.
Especially important attitudes are job satisfaction and organizational commitment.

Job satisfaction is the ~ Job Satisfaction Job satisfaction reflects the extent to which people find gratification

extent to which a or fulfillment in their work. Extensive research on job satisfaction shows that personal
person is gratified or factors such as an individual’s needs and aspirations determine this attitude, along with
f“|f'|l|(9d by his or her group and organizational factors such as relationships with coworkers and supervisors
work.

and working conditions, work policies, and compensation.'*

A satisfied employee tends to be absent less often, to make positive contributions, and
to stay with the organization.'> In contrast, a dissatisfied employee may be absent more
often, may experience stress that disrupts coworkers, and may be continually looking for
another job. Contrary to what a lot of managers believe, however, high levels of job sat-
isfaction do not necessarily lead to higher levels of productivity.'® One survey indicated
that, also contrary to popular opinion, Japanese workers are less satisfied with their jobs
than their counterparts in the United States.'”

Organizational com- Organizational Commitment Organizational commitment, sometimes called job
mitment is a person’s commitment, reflects an individual’s identification with and attachment to the organiza-
identification with and tion. A highly committed person will probably see herself as a true member of the firm
attachment to an (for example, referring to the organization in personal terms such as “we make high-
organization. quality products”), overlook minor sources of dissatisfaction, and see herself remaining a

member of the organization. In contrast, a less committed person is more likely to see her-
self as an outsider (for example, referring to the organization in less personal terms such as
“they don’t pay their employees very well”),
to express more dissatisfaction about things,
and to not see herself as a long-term mem-
ber of the organization.'®

Organizations can do few definitive
things to promote satisfaction and commit-
ment, but some specific guidelines are
available. For one thing, if the organization
treats its employees fairly and provides rea-
sonable rewards and job security, its
employees are more likely to be satisfied
and committed. Allowing employees to
have a say in how things are done can
also promote these attitudes. Designing
jobs so that they are stimulating can
enhance both satisfaction and commit-
ment. Research suggests that Japanese
workers may be more committed to their

organizations than are U.S. workers."”
Job satisfaction, of course, is not just an American attitude. Work- Other research suggests that some of the
ers in other countries also experience various degrees of satisfac- factors that may lead to commitment,
tion with their jobs. While one early study suggested that Japanese . . L .
workers are less satisfied with their jobs than their U.S. counter- 1nclud1ng' c?xtrllnsm rewards, role clarity,
parts, other research has suggested just the opposite! and participative management, are the
same across different cultures.*

Iisegagne/\siockphoto.com
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People who possess
positive affectivity are
upbeat and optimistic,
have an overall sense
of well-being, and see
things in a positive
light.

People characterized
by negative affectivity
are generally down-
beat and pessimistic,
see things in a negative
way, and seem to be in
a bad mood.

Perception is the set of
processes by which an
individual becomes
aware of and interprets
information about the
environment.

Selective perception is
the process of screen-
ing out information that
we are uncomfortable

with or that contradicts
our beliefs.
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Affect and Mood in Organizations

Researchers have recently started to renew their interest in the affective component of
attitudes. Recall from our previous discussion that the affective component of an attitude
reflects our emotions. Managers once believed that emotion and feelings varied among
people from day to day, but research now suggests that although some short-term fluc-
tuation does indeed occur, there are also underlying stable predispositions toward fairly
constant and predictable moods and emotional states.*'

Some people, for example, tend to have a higher degree of positive affectivity. This
means that they are relatively upbeat and optimistic, that they have an overall sense of
well-being, and that they usually see things in a positive light. Thus, they always seem to
be in a good mood. People with more negative affectivity are just the opposite. They are
generally downbeat and pessimistic and they usually see things in a negative way. They
seem to be in a bad mood most of the time.

Of course, as noted above, short-term variations can occur among even the most
extreme types. People with a lot of positive affectivity, for example, may still be in a
bad mood if they have just been passed over for a promotion, gotten extremely negative
performance feedback, or have been laid off or fired, for instance. Similarly, those with
negative affectivity may be in a good mood—at least for a short time—if they have just
been promoted, received very positive performance feedback, or had other good things
befall them. After the initial impact of these events wears off, however, those with posi-
tive affectivity generally return to their normal positive mood, whereas those with nega-
tive affectivity gravitate back to their normal bad mood.**

PERCEPTION IN ORGANIZATIONS

Perception—the set of processes by which an individual becomes aware of and interprets
information about the environment—is another important element of workplace behav-
ior. If everyone perceived everything the same way, things would be a lot simpler (and a
lot less exciting!). Of course, just the opposite is true: People perceive the same things in
very different ways.”> Moreover, people often assume that reality is objective and that we
all perceive the same things in the same way.

To test this idea, we could ask students at the University of Texas and the Univer-
sity of Oklahoma to describe the most recent football game between their schools. We
probably would hear two conflicting stories. These differences would arise primarily
because of perception. The fans “saw” the same game but interpreted it in sharply
contrasting ways.

Since perception plays a role in a variety of workplace behaviors, managers should
understand basic perceptual processes. As implied in our definition, perception actually
consists of several distinct processes. Moreover, in perceiving we receive information in
many guises, from spoken words to visual images of movements and forms. Through
perceptual processes, the receiver assimilates the varied types of incoming information
for the purpose of interpreting it.**

Basic Perceptual Processes

Figure 3.4 shows two basic perceptual processes that are particularly relevant to man-
agers—selective perception and stereotyping.

Selective Perception Selective perception is the process of screening out information
that we are uncomfortable with or that contradicts our beliefs. For example, suppose a
manager is exceptionally fond of a particular worker. The manager has a very positive
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Basic Perceptual
Processes

Perception determines
how we become
aware of information
from our environment
and how we interpret
it. Selective percep-
tion and stereotyping
are particularly
important perceptual
processes that affect
behavior in
organizations.

Stereotyping is the
process of categorizing
or labeling people on
the basis of a single
attribute.

Attribution theory sug-
gests that we attribute
causes to behavior
based on our observa-
tions of certain char-
acteristics of that
behavior.
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Selective Perception I
aabaa Screening out information aaaa
abaaa—» that causes discomfort or —® aaaa
aabba that contradicts our beliefs aaa
Stereotyping I
a