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CHAPTER 1
AN INTRODUCTION TO ORGANIZATIONAL BEHAVIOR

LEARNING OBJECTIVES

After reading this chapter you will be able to

* Define organizational behavior.

» Trace the historical roots of organizational behavior.

« Discuss the emergence of contemporary organizationalvioehancluding its
precursors, the Hawthorne studies, and the human reatiovement.

» Describe contemporary organizational behavior—its chariatics, concepts, and
importance.

« ldentify and discuss contextual perspectives on orgaoimdtbehavior.

What is an organization? Asrganizationis defined as a collection of people who work together
to achieve a wide variety of goaf3rganizational behaviois defined as the actions and attitudes
of people in organizations. The field of organizationahasgor (OB) covers the body of
knowledge derived from these actions and attitudes. It cgm rhanagers understand the
complexity within organizations, identify problems, deterniime best ways to correct them, and
establish whether the changes would make a significHateahce.

In this chapter, we begin with a comprehensive definibibarganizational behavior and
a framework for its study. We then trace the fieldistorical roots and its emergence as an
independent field. Next, we discuss contemporary orgamiedt behavior and present an
overview of the rest of this book. Finally, we exams®reral contextual perspectives that
provide the general framework from which we can developeemomprehensive examination
of human behavior at work.

The Meaning of Organizational Behavior

Organizational behavio(OB) is the study of human behavior in organizationaings, how
human behavior interacts with the organization, andotiganization itself. Although we can
focus on any one of these three areas independently, wie reaember that all three are
ultimately connected and necessary for a comprehensiverstauaging of organizational
behavior. For example, we can study individual behagiocl{ as the behavior of a company’s
CEO or of one of its employees) without explicitlynsaering the organization. But because
the organization influences and is influenced by the iddal, we cannot fully understand the
individual’'s behavior without knowing something about the pizgion. Similarly, we can
study an organization without focusing specifically on eiadividual within it. But again, we
are looking at only one piece of the puzzle. Eventually,must consider the other pieces to
understand the whole.



Exhibit 1 illustrates this view of organizational behaviot.shows the linkages among
human behavior in organizational settings, the individugaoization interface, the
organization, and the environment surrounding the organizatitath individual brings to an
organization a unique set of personal characteristigerences from other organizations, and
personal background. Therefore, organizational behavist fook at the unique perspective
that each individual brings to the work setting. Foaregle, suppose that Texas Instruments
hires a consultant to investigate employee turnoves. a/AStarting point, the consultant might
analyze the types of people the firm usually hirese gdal of this analysis would be to learn as
much as possible about the nature of the company’s weaekfsom the standpoint of the
individual—their expectations, their personal goals, anibsb.

EXHIBIT 1
THE NATURE OF ORGANIZATIONAL BEHAVIOR

Environmen

INDIVIDUAL
HUMAN BEHAVIOR
IN
ORGANIZATIONAL
SETTINGS

THE INDIVIDUAL-
ORGANIZATION
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KLTHE ORGANIZATION V

But individuals do not work in isolation. They come mntact with other people and
with the organization in a variety of ways. Pointcontact include managers, coworkers, the
formal policies and procedures of the organization, andbusrchanges implemented by the
organization. Over time, the individual changes asnation of both personal experiences and
maturity and of work experiences with the organizatiohe ®rganization, in turn, is affected by
the presence and eventual absence of the individual.riCld#en, the study of organizational
behavior must consider the ways in which the individualtaadrganization interact. Thus, the
consultant studying turnover at Texas Instruments migbosd to look at the orientation
procedures for newcomers to the organization. The gaaiphase of the study would be to
understand some of the dynamics of how incoming individudéract within the broader
organizational context.

An organization, of course, exists before a particulesgejoins it and continues to exist
long after he or she has left. Therefore, the orgaaizdtself represents a crucial perspective
from which to view organizational behavior. For instanite consultant studying turnover
would also need to study the structure and culture of Tsisiments. An understanding of
factors such as the performance evaluation and reward@nsystthe decision-making and



communication patterns, and the design of the firnif icsen provide additional insight into why
some people decide to stay while others elect to leave.

Clearly, the field of organizational behavior can behbetciting and complex. Myriad
variables and concepts impact the interactions descrametifogether these factors can greatly
complicate a manager’s ability to understand, appre@ate manage others in an organization.
However, they can also provide unique opportunities to enhp@s®nal and organizational
effectiveness. The key, of course, is understandingd piovide some groundwork for
understanding, we look first at the historical roots gloizational behavior.

Historical Roots of Organizational Behavior

Many disciplines, such as physics and chemistry, aerally thousands of years old.
Management has also been around in one form or anftheenturies. For example, the
writings of Aristotle and Plato abound as referencesestamples of management concepts and
practices. But because serious interest in the stuthanhgement did not emerge until the turn
of the twentieth century, organizational behavior iy @few decades old.

One reason for the relatively late development ofiagament as a scientific field is that
very few large business organizations existed until arouhdirgred years ago. Although
management is just as important to a small organiza®it is to a large one, large firms
provided both a stimulus and a laboratory for managemeeareh. Second, many of the initial
players interested in studying organizations were ecatentconomists initially assumed that
management practices are by nature efficient and eféectherefore, they concentrated on
higher levels of analysis such as national economicypand industrial structures rather than on
the internal structure of companies.

Scientific Management

One of the first approaches to the study of managemepitiarized during the early 1900s, was
scientific management. Individuals who helped develogh promote scientific management
included Frank and Lillian Gilbreth (whose lives are pgdthin a book and a subsequent
movie, Cheaper by the Dozen), Henry Gantt, and HarnndEimerson. But the person
commonly associated with scientific management is FrétlriTaylor.

Early in his life, Taylor developed an interest in effimg and productivity. While
working as a foreman at Midvale Steel Company in Phitddalfrom 1878 to 1890, he noticed a
phenomenon, which he named “soldiering”—employees’ wgrlkiha pace much slower than
their capabilities. Because managers had never systathastudied jobs in the plant and, in
fact, had very little idea on how to gauge worker produgtithey were completely unaware of
this phenomenon.

To counteract the effects of soldiering, Taylor devedopeveral innovative techniques.
First, he scientifically studied all the jobs at thedile plant and developed a standardized
method for performing each one. He also installeceeprate pay system in which each worker
was paid for the amount of work he completed during the wegrkather than for the time spent
on the job. (Taylor believed that money was the orgyiicant motivational factor in the



workplace.) These two innovations resulted in a mankegkase in productivity and serve as the
foundation of scientific management as we know it.

After leaving Midvale, Taylor spent several years wagkas a management consultant
for industrial firms. At Behlehem Steel Company, he deyedoseveral efficient techniques for
loading and unloading rail cars. At Simonds Rolling Mach@mmpany, he redesigned jobs,
introduced rest breaks to combat fatigue, and implemenfadca-rate pay system. In every
case, Taylor claimed his ideas and methods greatly imgrewerker output. His book,
Principles of Scientific Management, published in 1911, weeeted with enthusiasm by
practicing managers and quickly became a standard reference.

Scientific managemeujuickly became a mainstay of business practice. ilitéed job
specialization and mass production, consequently influenthegU.S. business system in
profound ways. Taylor had his critics, though. Labomgpposed scientific management
because of its explicit goal of getting more output fnwarkers. Congress investigated Taylor’s
methods and ideas because some argued that his incentteen sysuld dehumanize the
workplace and reduce workers to little more than dronéater theorists recognized that
Taylor’'s views on employee motivation were inadequatk raarrow. And recently there have
been allegations that Taylor falsified some of higaesh findings and paid someone to do his
writing for him. Nevertheless, scientific managemesgresents an important milestone in the
development of management thought.

Classical Organization Theory

During the same era, another perspective on managemeeny and practice was also emerging.
Generally referred to as classical organization thedmg perspective is concerned with
structuring organizations effectively. Whereas scigntifanagement studied how individual
workers could be made more efficient, classical organzatheory focused on how a large
number of workers and managers could be most effectirgbhnized into an overall structure.

Major contributors to classical organization theory inctuddenri Fayol, Lyndall
Urwick, and Max Weber. Weber, the most prominent ofttinee, proposed a “bureaucratic”
form of structure that he believed would work for allamgations. Although today the term
bureaucracy conjures up images of paperwork, red tape, and bilitgxiWeber's model of
bureaucracy embraced logic, rationality, and efficien®/eber assumed that the bureaucratic
structure would always be the most efficient approa@ucli a blanket prescription represents
what is now called a universal approach.) A bureaucsaay iorganizational structure in which
tasks are specialized under a given set of rules andadiig of authority. Division of labor is
the separation of work loads into small segments tpdsormed by one or more people.a
bureaucracy, tasks are assigned through the division @f lAlset of outlined procedures exists
for each job. Because these procedures are invariabléasks assigned for each job become
routine for the employee. Thus, creativity is low.

In a bureaucracy, the standards for evaluating job peaiacendo not need to be updated
because required tasks never change. However, this laekiafion leads to an impersonal work



environment, lacking incentives for extraordinary task perémce and ultimately limiting the
growth potential of individual employees.

In contrast to Weber's views, contemporary organizatibaeorists recognize that
different organizational structures may be appropriagiffarent situations. As with scientific
management, however, classical organization theogegla major role in the development of
management thought, and Weber"” ideas and the conceptsatsdowith his bureaucratic
structure are still interesting and relevant today.

THE EMERGENCE OF ORGANIZATIONAL BEHAVIOR

The central themes of both scientific management amadsichl organization theory are
rationality, efficiency, and standardization. Théesoof individuals and groups in organizations
were either ignored altogether of given only minimakmtion. A few early writers and

managers, however, recognized the importance of individurad social processes in
organizations.

PRECURSORS OF ORGANIZATIONAL BEHAVIOR

In the early nineteenth century, Robert Owen, a Britglustrialist, attempted to improve the
condition of industrial workers. He improved working diaions, raised minimum ages for
hiring children, introduced meals for employees, and shedtevorking hours. In the early
twentieth century, the noted German psychologist Hugmsterberg argued that the field of
psychology could provide important insights into areasas motivation and the hiring of new
employees. Another writer in the early 1900s, Mary RaFkdlett, believed that management
should become more democratic in its dealings with eysple. An expert in vocational
guidance, Follett argued that organizations should strivelehato accommodate their
employees’ human needs.

The views of Owen, Mansterberg, and Follett, howewste not widely shared by
practicing managers. Not until the 1930s did notable chaoge @ management’s perception
of the relationship between the individual and the workgplaét that time, a series of now
classic research studies led to the emergence of orjanaabehavior as a field of study.

THE HAWTHORNE STUDIES

The Hawthorne studies were conducted between 1927 and 193&trkVElectric’'s Hawthorne
plant near Chicago. (General Electric initially spored the research but withdrew its support
after the first study was finished.) Several reseascheere involved, the best known being
Elton Mayo and Fritz Roethlisberger, Harvard facultymbers and consultants, and William
Dickson, chief of Hawthorne’'s Employee Relations Rede Department.

The first major experiment at Hawthorne studied thecesfef different levels of lighting
on productivity. The researchers systematically manipdl¢te lighting in the area in which a
group of women worked. The group’s productivity was measurddcampared with that of
another group (the control group) whose lighting wasuefthanged. As lighting was increased
for the experimental group, productivity went up—but, intengdyi so did the productivity of
the control group. Even when lighting was subsequemeittiuaed, the productivity of both



groups continued to increase. Not until the lighting heebine almost as dim as moonlight did
productivity start to decline. This led the researchers aoclade that lighting had no

relationship to productivity—and at this point General Eieatrithdrew its sponsorship of the

project!

In another major experiment, a piecework incentiveéeay was established for a nine-
man group that assembled terminal banks for telephoneaegebl. Proponents of scientific
management expected each man to work as hard as he @on&kimize his personal income.
But the Hawthorne researchers found instead that theog® a whole established an acceptable
level of output of its members. Individuals who faileal meet this level were dubbed
“chiselers,” and those who exceeded it by too much weneded “rate busters.” A worker who
wanted to be accepted by the group could not produce at too high low a level. Thus, as a
worker approached the accepted level each day, he slowedtd@woid overproducing.

After a follow-up interview program with several thousandrkers, the Hawthorne
researchers concluded that the human element in tHelaoe was considerably more important
that previously believed. The lighting experiment, forrepke, suggested that productivity
might increase simply because workers were singled owgpfecial treatment and thus perhaps
felt more valued or more pressured to perform wellthenincentive system experiment, being
accepted as a part of the group evidently meant more twdhesrs than earning extra money.
Several other studies supported the general conclusiomthaidual and social processes are
too important to ignore.

Like the work of Taylor, the Hawthorne studies havently been called into question.
Critics cite deficiencies in research methods and @fi@rnative explanations of the findings.
Again, however, these studies were a major factordrattvancement of organizational behavior
and are still among its most frequently cited works.

HUMAN RELATIONS MOVEMENT

The Hawthorne studies created quite a stir among manageviding the foundation for an
entirely new school of management thought that cambet&known as the human relations
movement. The basic premises underlying the humaniordamovement are that people
respond primarily to their social environment, that nation depends more on social needs than
on economic needs, and that satisfied employees vasdehthan unsatisfied employees. This
perspective represented a fundamental shift away formhifespphy and values of scientific
management and classical organization theory.

The behavioral theory of management holds that alplee(including employees) have
complex needs, desires, and attitudes. The fulfillm@&hiheeds is the goal toward which
employees are motivated. Effective leadership matched-fusfillment rewards with desired
behaviors (tasks) that accomplish organizational goals.

The values of the human relationists are perhaps beshpgiied by the works of
Douglas McGregor and Abraham Maslow. McGregor is beswknfor his classic book The
Human Side of Enterprise, in which he identified two upg perspectives that he believed
typified managerial views of employees. Some marsadécGregor said, subscribed to what he



labeled Theory X. Theory X which takes a pessimistic view of human nature and srepl
behavior, is in many ways consistent with the tenétscientific management. A much more
optimistic and positive view of employees is found indityeY. Theory Y which is generally
representative of the human relations perspective, thas approach McGregor himself
advocated. Assumptions of Theory X and Theory Y are saanmed in Exhibit 2.

EXHIBIT 2
THEORY X AND THEORY
Theory X Assumptions Theory Y Assumptions
1. People do not like work and try to avoid. People do not naturally dislike work;
it. work is a natural part of their lives.

2. People do not like work, so manages People are internally motivated to
have to control, direct, coerce, and threategach objectives to which they are
employees to get them to work towardommitted.

organizational goals.

3. People prefer to be directed, to avoi!l People are committed to goals to the
responsibility, to want security; they havdegree that they receive personal rewards
little ambition. when they reach their objectives.

4. People will seek and accept
responsibility under favorable conditions.

5. People have the capacity to be
innovative in solving organizational
problems.

6. People are bright, but under most
organizational conditions their potential
are underutilized.

In 1943, Abraham Maslow published a pioneering psychologieadry applicable to
employee motivation that became well known and widelyepted among mangers. Maslow’s
theory assumes that motivation arises fromeaarchical series of needs. As the needs of each
level are satisfied, the individual advances to the lexel.

Although the Hawthorne studies and the human relatieane&ment played major roles in
developing the foundations for the field of organizationdlaver, some of the early theorists’
basic premises and assumptions were found to be intorréor example, most human
relationists believed that employee attitudes such asabibfaction are the major causes of
employee behaviors such as job performance. Howevsristbhsually not the case at all. Also,
many of the human relationists’ views were unnecegshmited and situation specific. As a



result, there was still plenty of room for refinerhamd development in the emerging field of
human behavior in organizations.

Toward Organizational Behavior

Most scholars would agree that organizational behavigameéo emerge as a mature field of
study in the late 1950s and early 1960s. That period sawetdés fevolution from the simple
assumptions and behavioral models of the human relsiisota the concepts and methodologies
of a scientific discipline. Since that time, orgatimaal behavior as a scientific field of inquiry
has made considerable strides, although there have loeasianal steps backward as well.
Many of the ideas discussed in this book have emergedimvg@ast two decades. We turn now
to contemporary organizational behavior.

CONTEMPORARY ORGANIZATIONAL BEHAVIOR
Contemporary organizational behavior has two fundamehiaacteristics that warrant special
discussion. It also generally accepts a set of coateqtefine its domain.

CHARACTERISTICS OF THE FIELD

Researchers and managers who use concepts and idea®rfyanizational behavior must
recognize that it has an interdisciplinary focus and arigi¢se nature; that is, it draws from a
variety of fields and attempts to describe behavior fe®eed to prescribing how behavior can
be changed in consistent and predictable ways).

An Interdisciplinary Focus In many ways, organizational behavior synthesizes Sewénar
fields of study. Psychology, especially organizatiopaychology, is perhaps the greatest
contributor to the field of organizational behavior. &®jogists study human behavior, whereas
organizational psychologists specifically address theawieh of people in organizational
settings. Many of the concepts that interest psyclgitygsuch as individual differences and
motivation, are also central to studying of organizatideddavior.

Sociology also has had a major impact on the fieldrganizational behavior. Sociologists
study social systems such as families, occupationsseta and organizations. Because a major
concern of organizational behavior is the study of omginin structures, the field clearly
overlaps with areas of sociology that focus on tlgaoization as a social system.

Anthropology is concerned with the interactions betwpeaple and their environments,
especially their cultural environment. Culture is majorlugice on the structure of
organizations as well as on the behavior of indivighealple within organizations.

Political science also interests organizational bemests. We usually think of political
science as the study of political systems such asrgaents. But themes of interest to political
scientists include how and why people acquire power,igalitbehavior, decision making,
conflict, the behavior of interest groups, and coalitmmation. These are also major areas of
interest in organizational behavior.



Economists study the production, distribution, and comsiom of goods and services.
Organizational behaviorists share the economist’s @steof topics such as labor market
dynamics, productivity, human resource planning and foregastid cost-benefit analysis.

Engineering has also influenced the field of organizatioeabhbior. Industrial engineering
in particular has long been concerned with work measurgrpeoductivity measurement, work
flow analysis and design, job design, and labor wiati Obviously these areas are also relevant
to organizational behavior.

Most recently, medicine has influenced organizationabl®r in connection with study of
human behavior at work, specifically in the area ofsstrelncreasing research is showing that
controlling the causes and consequences of stress in andf @rganizational settings is
important for the well-being of the individual as wedlthat of the organization.

A Descriptive Nature A primary goal of organizational behavior is to descridlationships
between two or more behavioral variables. The the@ie concepts of the field, for example,
cannot predict with certainty that changing a specifico$@orkplace variables will improve an
individual employee’s performance by a certain amount. bégt, theories can suggest that
certain general concepts or variables tend to be delatene another in particular settings. For
instance, research might indicate that in one orgaaizaémployee satisfaction and individual
perceptions of working conditions correlate positiveNevertheless, we may not know if better
working conditions lead to more satisfaction, if meegisfied people see their jobs differently
from unsatisfied people, or if both satisfaction antg@gtions of working conditions are actually
related through other variables. Also, the observedioakhip between satisfaction and
perceptions of working conditions may be considerabbynster, weaker, or nonexistent in other
settings.

Organizational behavior is descriptive for several ressthe immaturity of the field, the
complexities inherent in studying human behavior, and ttle d& valid, reliable, and accepted
definitions and measures. Whether the field will evealtle to make definitive predictions and
prescriptions is still an open question. But the valuestaflying organizational behavior
nonetheless is firmly established. Because behaviomdepses pervade most managerial
functions and roles, and because the work of organmmati® done primarily by people, the
knowledge and understanding gained from the field can help managagnificant ways.

The Importance of Organizational Behavior

Although the importance of organizational behavior mayclear, we should still take a few

moments to emphasize certain points. People areamtreducated in organizations, acquire
most of their material possessions from organizatians, die as members of organizations.
Many of our activities are regulated by organizations dafjevernments. And most adults

spend the better part of their lives working in organizatioBecause organizations influence our
lives so powerfully, we have every reason to be comzkrabout how and why those

organizations function.

In our relationships with organizations, we may adopta@rey of several roles or identities.
For example, we can be consumers, employees, astorge Because most readers of this book



are either present of future managers, we adopt a maalageispective throughout.
Organizational behavior can greatly clarify the factbis taffect how managers manage. It is
the field’s job to describe the complex human conirexthich managers work and to define the
problems associated with that realm. The value of argianal behavior is that it isolates
important aspects of the manager’s job and offers pgm@rspectives on the human side of
management: people as organizations, people as resoundg&aple as people.

Contextual Perspectives on Organizational Behavior

Several contextual perspectives have increasingly infedcenorganizational behavior: the
systems approach and contingency perspectives, thaatbeal view, and the popular-press
perspectives. Many of the concepts and theories we digtils chapters that follow reflect
these perspectives; they represent basic points ofth@wnfluence much of our contemporary
thinking about behavior in organizations.

Systems and Contingency Perspectives

The systems and contingency perspectives take relateghoir@® on organizations and how
they function. Each is concerned with interrelatiopsamong organizational elements and
between organizational and environmental elements.

The Systems Perspectivéhe systems perspective, or the theory of systenssfivga developed
in the physical sciences, but it has been extended ¢éo atbas, such as management. A system
is an interrelated set of elements that functioa aole.

An organizational system receives four kinds of inputs fasmenvironment: material,
human, financial, and informational. The organizati@ntbombines and transforms the inputs
and returns them to the environment in the form of prodactservices, profits or losses,
employee behaviors, and additional information. Hnalie system receives feedback from the
environment regarding these outputs.

As an example, we can apply systems theory to an aipaay. Material input includes
pipelines, crude oil, and the machinery used to refine petmol Financial input includes the
money received form oil and gas sales, stockholder investraed so forth. Human input
includes the effort put forth by oil field workers, refigevorkers, office staff, and other people
employed by the company. Finally, the company receivesmdtion input from forecasts
about future oil supplies, geological surveys on potentidlindrisites, sales projections, and
similar analyses.

Through complex refining and other processes, these inut®arbined and transformed to
create products such as gasoline and motor oil. As outihaése products are sold to the
consuming public. Profits from operations are fed bati the environment through taxes,
investments, and dividends; losses, when they occur, hieit environment by reducing
stockholders’ incomes. In addition to having on-thegohtacts with customers and suppliers,
employees live in the community and participate in aewarof activities away from the
workplace. In varying degrees, at least some part of thsvim is influenced by their
experiences as workers. Finally, information aboeat ¢bmpany and its operations is also
released into the environment. The environment, in tuwapands to these outputs and

1C



influences future inputs. For example, consumers magyniore or less gasoline depending on
the quality and price of the product, and banks may be ardess willing to lend the company
money based on financial information about the company.

The Contingency Perspective Another useful viewpoint for understanding behavior in
organizations comes from the contingency perspectiveéhel early days of management studies,
managers searched for universal answers to organizatiorstioonse They sought prescriptions
that could be applied to any organization under any conditiéitgs example, early leadership
researchers tried to discover forms of leadership behthad would always increase employee
satisfaction and effort. Eventually, however, reskers realized that the complexities of human
behavior and organizational settings make universal cooalistirtually impossible. They
discovered that in organizations, most situations and o#&soare contingent; that is, the
relationship between any two variables is likely to beiericed by other variables.

Exhibit 3 distinguishes universal and contingency perspectivEheuniversal approach
shown at the top of the exhibit presumes a direct candesffect linkage between variables.
For example, it suggests that whenever a manager enc®anigertain problem or situation
(such as motivating employees to work harder), a univepgmbach exists that will lead to the
desired outcome (such as raising pay or increasing autonohigcontingency approagion
the other hand, acknowledges several other variablesitba the direct relationship. In other
words, appropriate managerial actions in any given Simatiepend on elements of that
situation.

EXHIBIT 3
UNIVERSAL VERSUS CONTINGENCY APPROACHES

Universal Approach
Organizational The one best way @
problems or situations responding.
determine...
Contingency Approach
Organizational Elements of the situation,Contingent ways of
problems or situationswhich then suggest... responding.
must be evaluated ir‘n

—

v

terms of ...

Interactionalism

Interactionalism is a relatively new approach to urtdeding behavior in organizational
settings. First presented in terms of interactigsgichology, this view assumes that individual
behavior results from a continuous and multidirectiamaraction between the characteristics of
a person and characteristics of a situation. More @by, interactionalism attempts to
explain how people select, interpret, and change vasduations. Exhibit 4 illustrates this
perspective. Note: the individual and the situation areupmed to interact continuously. This
interaction is what determines the individual's behavior.

11



The interactional view implies that simple cause-affielee descriptions of organizational
phenomena are not enough. For example, one set edrebsstudies may suggest that job
changes will lead to improved employee attitudes. Amosle¢ of studies may propose that
attitudes influence how people perceive their jobs in tis¢ lace. Both positions are probably
incomplete: employee attitudes may influence job peraephiat these perceptions may in turn
influence future attitudes. Because interactionalisen feirly recent contribution to the field, it
Is less prominent in the chapters that follow than $lgestems and contingency theories.
Nonetheless, the interactional view appears to off@nympromising ideas for future

development in the field.

While some of the evidence provided by current researgbeis to a variety of different
interpretations, they have focused popular attention onynwd the important issues and
problems confronting business today. As a result, mana@iéihe 1990s better appreciate both
their problems and their prospects in working toward mifextéve organizational practices in

the years to come.
EXHIBIT 4

THE INTERACTIONIST PERSPECTIVE ON BEHAVIOR IN
ORGANIZATIONS

| Individual |

l/\ /\ / Behavior

| Situation
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CHAPTER 2
MANAGING PEOPLE AND ORGANIZATIONS

LEARNING OBJECTIVES
Atfter reading this chapter you will be able to

* Explain managerial perspectives on organizational behavior.

« Describe the manager’s job in terms of managerialtioing, roles, and skills.

* Describe the four main forces in the environment that pestiost opportunities and
problems for organizations today

« Discuss how to manage for effectiveness from the peigpeaxtorganizational behavior.

Sweeping change threatens to make yesterday's managdetebs8ut an awareness of that
change and how to capitalize on it offer tomorrowanager untold opportunity. Although the
nature of managerial work varies from company to compamy continues to evolve, one
common thread permeates virtually all managerial agtiviinteracting with other people.
Indeed, the “typical’ day for most managers is almositely devoted to interacting with others.
Thus, the management process and behavior of people genipations are undeniably
intertwined.

This chapter relates the general field of managemerthdéomore specific field of
organizational behavior. We start by developing managpsaepectives on organizational
behavior. Then we characterize the manager’s jobring of its functions, roles, and requisite
skills. Next, we identify and discuss a variety ofnagerial, organizational, and competitive
challenges and relate them to organizational behaviorallfs we discuss how to manage for
organizational effectiveness in the context of orgaiural behavior.

MANAGERIAL PERSPECTIVES ON ORGANIZATIONAL BEHAVIOR
Virtually all organizations have managers with titlée lmarketing manager, director of public
relations, vice president for human resources, and planager. But probably no organization
has a position called organizational behavior managehe feason for this is simple:
organizational behavior is not an organizational funcbioarea. Instead, it is best described as a
perspective or set of tools that all managers can usaty out their jobs more effectively.

By understanding organizational behavior concepts, managerbetter understand and
appreciate the behavior of those around them. For dgamost managers in an organization
are directly responsible for the work-related behaviors ét of other people—their immediate
subordinates. Typical managerial activities in thimanelude motivating employees to work
harder, ensuring that their jobs are properly designeshiviag conflicts, evaluating their
performance, and helping them set goals to achieve rewaids field of organizational
behavior abounds with theory and research regardingagdbbse functions.

Unless they happen to be CEOs, managers also repohetis at the organization (even
the CEO reports to the board of directors). In waykith these individuals, understanding
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basic issues associated with leadership, power and politighavior, decision making,
organization structure and design, and organization culameatso be extremely beneficial.
Again, the field of organizational behavior provides numeraalsiable insights into these
processes.

Managers can also use their knowledge from the fietargdnizational behavior to better
understand their own behaviors and feelings. For examptigrstanding personal needs and
motives, how to improve decision-making capabilitiesy ho respond to and control stress, how
to better communicate with others, and the way inciwigareer dynamics unfold can all be of
enormous benefit to individual managers. OrganizatioeabhWor once again provides useful
insights into these concepts and processes.

Managers must also interact with a variety of colleagpeers, and coworkers inside the
organization. Understanding attitudinal processes, indiviitfarences, group dynamics, inter-
group dynamics, organization culture, and power and polibehlavior can help managers
handle such interactions more effectively. Many useleds from the field of organizational
behavior have provided a variety of practical insights tinése processes.

Finally, managers also interact with various individuadsn outside the organization,
including suppliers, customers, competitors, government aficrepresentatives of citizens’
groups, union officials, and potential joint venture padneVirtually all of the behavioral
processes already noted can be relevant. In add#p@tial understanding of the environment,
technology, and, increasingly, international issuesals® of value. Here again, the field of
organizational behavior offers managers many differesights into how and why things
happen.

Thus, management and organizational behavior are imatEdelin many ways.
Understanding and practicing management without considehiagfield of organizational
behavior is essentially impossible. And organizatideeddavior itself can provide a useful set of
tools and perspectives for managing organizations moretigdy. We now turn to the nature
of the manager’s job in more detail.

MANAGEMENT FUNCTIONS, ROLES, AND SKILLS
Management is defined as the process of working with dndugh others to achieve
organizational objectives in a changing environment. Th@f@contemporary manager can be
conceptualized in many different ways. The most widelyepted approaches, however, are
from the perspectives of basic managerial functioosyneson managerial roles, and fundamental
managerial skills.

MANAGERIAL FUNCTIONS

The four basic managerial functions in organizations g@@ning, organizing, leading, and
controlling. By applying these functions to the variougaoizational resources—human,
financial, physical, and informational—the organizatiohieces different levels of effectiveness
and efficiency.

14



Planning The managerial function of planning is the process oferdehing the
organization’s desired future position and deciding how begetahere. The planning process
at Sears, Roebuck, for example, includes scanning the emerd, deciding on appropriate
goals, outlining strategies for achieving those goals, andlajeng tactics to execute the
strategies. Behavioral processes and characteristicadeeeach of these activities. Perception,
for instance, plays a major role in environmental scannamgl creativity and motivation
influence how managers set goals, strategies, atidstéar their organization.

Organizing The managerial function of organizing is the procéstesigning jobs, grouping
jobs into manageable units, and establishing patterns ofraytiimong jobs and groups of jobs.
This process designs the basic structure, or frameworkheforganization. For large
organizations like Sears, the structure can be exteasidecomplicated. As noted earlier, the
processes and characteristics of the organizatiorf #sel a major theme of organizational
behavior.

Leading Leading is the process of motivating members of thenirgion to work together
toward the organization’s goals. A manger must hiretemid employees. Major components of
leading include motivating employees, managing group dyrsaraitd leadership per se, all of
which are closely related to major areas of organizatib@havior.

Controlling A final managerial function, controlling, is the progesf monitoring and
correcting the actions of the organization and itgpfeeto keep them headed toward their goals.
A manger has to control costs, inventory, and so on. inAdgaehavioral processes and
characteristics play an important role in carrying thug function. Performance evaluation and
reward systems for example, are all aspects of dbongro

MANAGERIAL ROLES

In an organization, as in a play or a movie, a rokhespart a person plays in a given situation.
Managers often play a number of different roles. Mofcbur knowledge about managerial roles
comes from the work of Henry Mintzberg.

Mintzberg identified ten basic managerial roles clusterexthree general categories.

Interpersonal Roles Mintzberg’s interpersonal roles are primarily sbaanature; that is,
they are roles in which the manger’s main task is ttedb other people in certain ways. The
manager sometimes many serve as a figurehead for thezatgami Taking visitors to dinner
and attending ribbon-cutting ceremonies are part of thedhead role. In the role of leader, the
manager works to hire, train, and motivate employeEmally, the liaison role consists of
relating to others outside the group or organization. Fompbka a manger at Intel might be
responsible for handling all price negotiations with gomaupplier of electronic circuit boards.
Obviously, each of these interpersonal roles involvesteral processes.

Informational Roles Mintzberg’'s three informational roles involve some aspeof
information processing. The monitor actively seeks métion that might be of value to the
organization in general or to specific managers. Theager who transmits this information to
others is carrying out the role of disseminator. The&kepeerson speaks for the organization to



outsiders. For example, the manager chosen by ApplgoQter to appear at a press conference
announcing a merger or other major deal, such as a r@eeiston to undertake a joint venture
with Microsoft, would be serving in this role. Again, beloa&l processes are part of these roles
because information is almost always exchanged betwe@tepeo

Decision-making RolesFinally, Mintzberg identified four decision-making rolesThe
entrepreneur voluntarily initiates change, such as infm&tor new strategies, in the
organization. The disturbance handler helps settle @spo¢tween various parties, such as
other mangers and their subordinates. The resouraatliodecides who will get what—how
resources in the organization will be distributed amoagous individuals and groups. The
negotiator represents the organization in reaching agréemeéh other organizations, such as
contracts between management and labor unions. Again, beddgwiocesses are clearly crucial
in each of these decisional roles.

MANAGERIAL SKILLS

Still another important element of managerial workhis set of skills necessary to carry out
basic functions and fill fundamental roles. In gehar@st successful managers have a strong
combination of technical, interpersonal, conceptual, aagraistic skills.

Technical Skills Technical skills are those skills necessary to actismpecific tasks
within the organization. Assembling a computer, developimgwa formula for a frozen food
additive, and writing a press release each require ted¢hskdés. Hence, these skills are
generally associated with the operations employed by otiganization in its production
processes.

Interpersonal Skills Interpersonal skills comprise the manager’s abildycommunicate
with, understand, and motivate individuals and groups. Ashawe already noted, managers
spend a large portion of their time interacting with aghefhus, it is clearly important that they
be able to relate to, and get along with other people.

Conceptual SkillsConceptual skills refer to the manager’s ability tekhn the abstract. A
manger with strong conceptual skills is able to seéllgepicture.” That is, she or he can see
potential or opportunity where others see road-blocks oblgms. Managers with strong
conceptual skills can see opportunities that others miss

Diagnostic Skills Most successful managers also bring diagnostic skilthe organization.
Diagnostic skills allow the manager to better understamde-and-effect relationships and to
recognize the optimal solution to problems.

Of course, not every manager has an equal allotmehesé four basic skills. Nor are
equal allotments critical. For example, the optinkdlssmix tends to vary with the manager’s
level in the organization. First-line mangers generadlganto depend more on their technical
and interpersonal skills and less on their conceptnald@gagnostic skills. Top managers tend to
exhibit the reverse combination—a greater emphasis on coteptd diagnostic skills and a
somewhat lesser dependence on technical and interpeskilisal Middle managers require a
more even distribution of skills.
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MANAGERIAL CHALLENGES
Beyond its inherent pervasiveness in managerial work, a@@mal behavior has several
implications for various managerial, organizationat] gitobal challenges. From the managerial
perspective, any number of critical issues might be disclysbut we focus on four major
challenges that affect organizational behavior. Theyoatlined below.

Challenge 1: The Changing Social and Cultural Environment

Forces in the social and cultural environment are thuseare due to changes in the way people
live and work—changes in values, attitudes, and beliefs btalgiut by changes in a nation’s
culture and the characteristics of its peop¥ational cultureis the set of values or beliefs that a
society considers important and the norms of behavatrdhe approved or sanctioned in that
society. Organizations must be responsive to the chahgesake place in a society for this
affects all aspects of their operations.

Developing Organizational Ethics and Well-Being

Recently, huge ethical scandals have plagued hundred$Sotbdmpanies. Ethics is now taking
center stage in Corporate America. Organizational ®thre the beliefs, moral rules, and
values, which guide managers and staff to behave so ashemae the well-being of the
individuals and groups within the organization, the organizaiteeif, and the community.
Unethical organization behavior will damage the compamgfaitation and cost the company
the goodwill of customers and employees. These loss@ld cesult in the economic and
financial ruin of the organization. Organizations andrtineanagers must establish an ethical
code that describes acceptable behaviors and createeansybtrewards and punishments to
enforce ethical codes. To some organizations, being Bomaponsible means performing any
action, as long as it is legal. Developing a codeethics helps organizations protect their
reputation and maintain the goodwill of their customerd amployees. The challenge is to
create an organization whose members resist the teamptatibehave in illegal and unethical
ways that promote their own interests at the expense efdiganization or promote the
organization’s interests at the expense of the organizatiof people and groups outside the
organization.

An Increasingly Diverse Work Force

A second social and cultural challenge is to understandthe diversity of a workforce affects
organizational behavioDiversity refers to differences in age, gender, race, ethnialigion,
sexual orientation, socioeconomic background, and capeditiisabilities. The numbers of
minorities and women being hired by organizations iseiasing; U.S. diversity is also
increasing. Diversity is an important issue becauseddmographic composition of employees
has changed drastically as more minorities and femaf@ogees enter the workforce. To be
successful, organizations need diverse employees asoaraesto improve performance.
Experience has shown that the quality of decision makirtgrms of diverse employees is richer
and broader. Work, promotions, and rewards must be tdibca a fair and equitable manner.
Managers must interact with employees who differ widel a number of characteristics, while
avoiding conflict and mistrust among the team membergeTibe need to develop minority and
female employees for top management positions to iserdee organization’s ability to manage
diverse teams.

17



There is a challenge to be sensitive to the needdfefatit kinds of employees and to try
to develop flexible employment approaches to increasewldibeing. Examples include:
New benefits packages customized to the needs of differaployees.
Flextime.
Job sharing.
Designing jobs and buildings to accommodate handicapped peagl@and customers.
Creating management programs designed to provide constriegnheack to employees
about their personal styles of dealing with minority &yees.
Establishing mentoring relationships to support minority engesy
Establishing informal networks among minority employees ¢wige social support.

ogrwnhE
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Challenge 2: The Evolving Global Environment

Managers must understand how cultural differences influesrganizational behavior in
different countries. Management functions becomeremcomplex as the organization’s
activities expand globally, and coordination of deciswaiking and organizational issues
becomes a necessity. Managers must understand theeregnis of foreign markets and how
cultural differences impact organizational issues suaoagensation packages, evaluation, and
promotion policies. Two important challenges facing glairglanizations are to appreciate the
differences between countries and then to benefim frinis knowledge to improve an
organization’s behaviors and procedures.

Understanding Global Differences
Companies must learn about many different kinds of fasttien they operate globally.

1. There are problems related to understanding organizatiefevior in different global
settings. Organizational behavior becomes especialtyptEx at a global level because
the attitudes, aspirations, and values of the work fdiféer from country to country.

2. Problems of coordinating the activities of an organizationmatch its environment
become much more complex as an organization’s acti@ipand across the globe.

3. In many cases, global organizations locate in a paaticcduntry abroad because this
allows them to operate more effectively, but in daing also has major effects on their
home operations.

Global Learning
Global learning is the process of acquiring and learning the skills, kedge#, and
organizational behaviors and procedures that have helpegacems abroad become major
global competitors. To respond to the global chagermrmore and more companies are rotating
their employees to their overseas operations so taeylearn firsthand the problems and
opportunities that lie abroa&xpatriate employeeare those who live and work for companies
located abroad. These employees assist their orgamzdty:
1. Learning about the sources of low-cost inputs and the flases to assemble their
products throughout the world.
2. Expatriate managers in functions such as research and plenxgia manufacturing, and
sales can take advantage of their presence in a foceigniry to learn the skills and
techniques those companies have to offer.
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Challenge 3: Advancing Information Technology

One kind of technology that is posing a major challengeofganizations today is information
technology. Information technology (IT) consists loé tmany different kinds of computer and
communications hardware and software, and the skillgmkss, programmers, managers, and
technicians bring to them. IT is used to acquire, defm@jtj arrange, organize, manipulate,
store, and transmit facts, data, and information taterknowledge and promote organizational
learning. Organizational learning occurs when members caageanformation and knowledge
to achieve a better fit between the organization aneéntsronment. Two important effects
include (a) those behaviors that increase effectivebgdselping an organization improve the
quality of its products and lower its costs; (b) thoskab®rs that increase effectiveness by
promoting creativity and organizational learning and innovation.

IT and Organizational Effectiveness

The Internet and the growth oftranets, a network of information technology inside an
organization that links its members, have dramatically gbddrorganizational behavior and
procedures. IT allows for the easy exchange of know-diaahvfacilitates problem solving. IT has
allowed organizations to become much more responsivéhgéoneeds of their customers.
Integrating and connecting a company’s employees throlggir@enic means is becoming
increasingly important to global organizations.

IT, Creativity, and Organizational Learning

Creativity is the generation of novel and useful ideas. One efaitcomes of creativity is
innovation an organization’s ability to make new or improved goodd amrvices or
improvements in the way they are produced. Innovati@misctivity that requires the constant
updating of knowledge and the constant search for new @®hgsechnological developments
that can be used to improve a product over time. Typicallyovation takes place in small
groups or teams. Virtual teams may also be used to stencrigdtivity.

OB IN ACTION — Telemarketing Turns-off Customers
Information technology helped the growing telemarketing ingiustthe 1990s target customers
by automatically dialing their phone numbers repeatedtyl they answered. Once answered,
the customer was confronted with an aggressive salespditelped the consumer avoid such
intrusions by providing them with Caller ID and other gadgetended to thwart the
telemarketers’ efforts. The FTC even created theaveéd “do not call” list. Telemarketers

had to re-think their strategies. One answer wagdahen of the door-to-door salesperson to
help consumers “re-connect” with companies. Howevesédtinew” approaches have met with
just as much criticism as the old telemarketing approdtiseems this kind of organizational
behavior is not leading to increased effectivenessreith

The turnoff behavior can be identified easily as calah@ll times, annoying recording
guestionable sales tactics, aggressive sales personrel,d@or-to-door selling that i
confrontational. New strategies should attempt to bulthections and relationships, use IT] in
a non-threatening way (such as viewing Web pages), focaptein or opt-out approaches, eta.

7

Challenge 4: Shifting Work and Employment Relationships
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In recent years, changes on organizational behaviorthdea many forms with respect to work
and employee relationships. Forms of change includeoaestiing employment relationship
because of downsizing, the growth of a number of continggntemporary employees,
outsourcing, and people no longer spending their entireecs with one organization. One
reason for this is layoffsDownsizingis the process by which organizations layoff managas a
workers to reduce costs. Employees that remain aftewasitting often work under increased
stress. The increasing tendency to downsize and layofkers affect the employment
relationship between employees and organizations. To tke#p jobs, employees must keep
their job skills and knowledge sharp and be on the lobkwuwnew job prospects.

1). Other trends include the increasing use of emmulvself-managed teams and
contingent or temporary workers, and outsourcing.
a. Empowermenis the process of giving employees throughout an orgamzabe
authority to make important decisions and to be resplenibtheir outcomes.
b. Self-managed teams are work groups who have been engghwand given
responsibility for leading themselves and ensuring thgtabheomplish their goals.
2). As organizations have downsized, they have also iremedlse number of
contingent workers they work with to keep costs down.

a. Contingent workerare people who are employed for temporary periods by an
organization and who receive no benefits such as hiealirance or pensions.

b. Contingent workers may work by the day, week, or monthopaihg some
functional task, or they may contract with the orgation for a fee to perform a
specific service to the organization.

c. Itis estimated that 20 percent of the U.S. work foomkay consists of part-time
employees.

d. Parttime employees pose a special challenge to manageraudme they
cannot be motivated by the prospect of rewards such as job security,
promotion, or a career within an organization.

3). Organizations are increasing the amouatitsourcing being done.

a. Outsourcing is the process of employing people and groups outside the
organization, or other organizations, to perform speatfizs jor types of work
activities that used to be performed by the organizatsedf it

b. Jobs like bookkeeping, computer support, or web design are petéarmed by
freelancers—independent individuals who contract with an organization
perform specific tasks.

4). Many of the changes that have occurrethirwibrganizations with respect to
creative employment practices have occurred to meethtaikenges presented by domestic and
global competitors.

MANAGING FOR EFFECTIVENESS
A final set of issues we address in this chapter retatdge consequences of management. More
specifically, what are the outcomes of different §/péand approaches to management? Three
basic levels of outcomes determine organizational ®ffaeess: individual-, group-, and
organization-level outcomes. Developing management sskillovides some additional
perspectives on the importance of these outcomes.
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Individual-Level Outcomes

Several different outcomes at the individual leveliamportant to managers. Given the focus of
the field of organizational behavior, it should not be gsiy that most of these outcomes are
directly or indirectly addressed by various theories aadets.

Individual Behaviors First, several individual behaviors result from a pels@articipation in

an organization. One important behavior is productivRyoductivity, as defined in terms of an
individual, is an indicator of an employee’s efficieranyd is measured in terms of the products
or services (or both) created per unit of input. For exanipBill makes 100 units of a product
in a day and Sara makes only 90 units in a day, then, agsuhat the units are of the same
guality and Bill and Sara make the same wages, Bill iemooductive than Sara.

Performance, another important individual-levelcoaie variable, is a somewhat broader
concept. It is made up of all work-related behaviorsr eés@mple, even though Bill is highly
productive, he may also refuse to work overtime, expnesgative opinions about the
organization at every opportunity, and do nothing unlessl# faécisely within the boundaries
of his job. Sara, on the other hand, may always bknwito work overtime, is a positive
representative of the organization, and goes out olvagrto make as many contributions to the
organization as possible. Bases on the full arrdyebfviors, then, we might conclude that Sara
actually is the better performer.

Two other important individual-level behaviors afessenteeism and turnover. Absenteeism
Is a measure of attendance. Whereas virtually evenyasges work occasionally, some people
miss far more than others. Some look for excuses ®wask and call in sick regularly just for
some time off; others miss work only when absolutely s&aey. Turnover occurs when a
person leaves the organization. If the individual weavés is a good performer or if the
organization has invested heavily in training the person, terncan be costly.

Individual Attitudes Another set of individual-level outcomes influenced by marsagensists
of individual attitudes. Levels of job satisfactiondmsatisfaction, organizational commitment,
and organizational involvement are all important in orgetional behavior.

Stress Stress is another important individual-level outconagiable. Given its costs, both
personal and organizational, it should not be surprisingstiness is becoming an increasingly
important topic for both researchers in organizatioeablior and practicing managers.

Group- and Team-Level Outcomes

Another set of outcomes exists at the group and tearh lavgeneral, some of these outcomes
parallel the individual-level outcomes just discussed. d@mple, if an organization makes
extensive use of work teams, team productivity and perforename important outcome
variables. On the other hand, even if all the peop&egroup or team have the same or similar
attitudes toward their jobs, the attitudes themselvemdnadual-level phenomena. Individuals,
not groups, have attitudes.

But groups or teams also have unique outcomes thatdndis do not share. For example,
groups develop norms that govern the behavior of indiviguwaup members. Groups also
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develop different levels of cohesiveness. Thus, mamgad to assess both common and unique
outcomes when considering individual- and group-level ouéso

Organization-Level Outcomes

Finally, a set of outcome variables exists at the org#iniz level. As before, some of these
outcomes parallel those at the individual and group lebelsothers are unique. For example,
we can measure and compare organizational productivity. aWealso develop organization-
level indicators of absenteeism and turnover. But Grarmperformance is generally assessed
only at the organization level.

In terms of financial performance, organizatiores@mmonly assessed on stock price, return
on investment, growth rates, and the like. They &e avaluated in terms of their ability to
survive and the extent to which they satisfy importanstituents such as investors, government
regulators, employees, and unions.

Clearly, then, the manager must balance differettomoes across all three levels of analysis.
In many cases, these outcomes appear to contradichrartber. For example, as illustrated
earlier in developing management skills, paying workers haddries can enhance satisfaction
and reduce turnover, but it also may detract from botioenperformance. Thus, the manager
must look at the full array of outcomes and attemgiaiance them in an optimal fashion. The
manager’s ability to do this will be a major determinafrthe organization’s success.
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CHAPTER 3
MOTIVATION

LEARNING OBJECTIVES
After reading this chapter you will be able to:

* Define motivation.

» Explain need hierarchy theory and how it applies in omgdioins.

» Describe equity theory's approach to motivation in thekplace.

« Outline the basic assumptions of expectancy theorytandplications in organizations.
« Explain how goals can be set to motivate high levejsloperformance.

» Describe ways in which jobs can be designed so as tom@ninaotivation.

« Understand the implications of the social informagoocessing model.

Would you continue to work if you already had enough momeybich to live? Although
many might say "no," in reality, for most, the ansappears to be "yes." Surveys have found that
most of us would continue to work even if we didn't needntb@ey, suggesting that people are
motivated by more than just a paycheck. The quest tosfimdess in an interesting career is a
major goal for many. What's more, this appears to bedke all around the world, making the
motivation to work a universal phenomenon.

But, what exactly does it take to motivate today's wa@keFhis question has been the
focus of a great deal of attention among both practiciagagers and organizational scientists. In
our attempt to answer this question, we will examine fiNterént approaches. Specifically, we
will focus on motivation through: (1) meeting basic hanmgeds, (2) rewarding people fairly, (3)
enhancing beliefs that desired rewards can be attainesetf#)g goals, and (5) designing jobs so
as to make them more desirable. Before we turn ountmiteto these specific orientations we
must first consider the very basic matter of precigdigt we mean by the term, motivation.

WHAT IS MOTIVATION? A DEFINITION
Scientists have defined motivationtas process of arousing, directing, and maintaining behavior
toward a goal.As this definition suggests, motivation involves three gonents. The first
componentarousal,has to do with the drive, or energy behind our actioos.ekample, when we
are hungry, we are driven to seek food. @ivection component involves the choice of behavior
made. A hungry person may make many different choicesareapple, have a pizza delivered, go
out for a burger, and so on. The third componemyjntenance,s concerned with people's
persistence, their willingness to continue to exédreuntil a goal is met. The longer you would
continue to search for food when hungry, the more gensigou would be.

Putting it all together, it may help to think of motiatiby using the analogy of driving a
car. In this manner, arousal may be likened to the ergeggrated by the car's engine and fuel
system. The direction it takes is dictated by theeadisvmanipulation of the steering wheel. And
finally, maintenance may be thought of as the driverterdenation to stay on course until the
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final destination is reached.

While motivation, in general, can be described by this €raphlogy, it is really a highly
complex concept. This is reflected by the fact that peofsésn are motivated by many things at
once, sometimes causing internal conflicts. For exejmgplfactory worker may be motivated to
make a positive impression on his supervisor by doing a ganpdyt at the same time he may be
motivated to maintain friendly relations with his co-wens by not making them look bad. This
example has to do with job performance, and indeedjvatmn is a key determinant of
performance. However, it is important to note that imabibn is not synonymous with
performance. In fact, as we will explain later, etle® most highly motivated employee may fall
short of achieving success on the job--especially if hehe lacks the required skills or works
under unfavorable conditions. Clearly, while motivation de®t completely account for job
performance, it is an important factor. More impotgnt is a factor that managers may have
some control over. This chapter covers the differentcgmbres for motivating people on the.job

MOTIVATING BY MEETING BASIC HUMAN NEEDS
As our definition suggests, people are motivated to futlidlir needs—whether it is a need for
food, as in our example, or other needs, such as the mesdcial approval. Companies that help
their employees in this quest are certain to reap thefite Organizational behaviorists claim that
companies that strive to meet the needs of their ®rapk attract the best people and motivate
them to do excellent work.

MASLOW'S NEED HIERARCHY THEORY

Some insight into how to achieve this is provided by AbraMamslow's need hierarchy theory.

Maslow's basic idea was simple: People will not bdting@and well-adjusted unless they have all
of their basic needs met. This idea applies whetlerewtalking about becoming a functioning

member of society, Maslow's original focus, or a prodecemployee of an organization, a later
application of his work. Specifically, Maslow identifiée different types of needs which, he

claimed, are activated in a hierarchy, beginning at ¢oheedt, most basic needs, and working
upward to the next level. Furthermore, these needs draraased all at once or in random

fashion. Rather, each need is triggered step by stepafielythe one beneath it in the hierarchy
has been satisfied. The specific needs, and the hierardnder, in which they are arranged, are
mapped out in Exhibit 1. Each of Maslow's five categoriageds is explained below.

Physiological Needs

The lowest-order is defined kphysiological needsthose that satisfy fundamental biological
drives, such as the need for air, food, water, andeshdlheseare understandably primary to
humans, as even newborn babies express these badic Reethis reason, they are depicted at the
base of the triangle in Exhibit 1.

There are many things that companies do to help meetethpioyees' basic physiological
needs. Probably the simplest involves paying them a livexgeywmoney that can be exchanged for
food and shelter. But, there's more to satisfying physicébgieeds than giving employees a
paycheck. There are also coffee breaks and opportunitiesttoEven the cruelest, slave-driving
bosses know the importance of giving workers time toratal recharge their systems.

Staying physically healthy involves more than just restibgalso requires exercise,
something that the sedentary nature of many of todaysatgically advanced jobs does not
permit. With this in mind, thousands of companies are pnoyidixercise facilities for their
employees. By keeping the workforce healthy and fit #reypaving the way for people to become
productive. Some companies, such as Southern CaliforniarEdigl Hershey Foods, have gotten
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creative with this concept. They offer insurance rebiesmployees who live healthy lifestyles
(e.g., physically fit nonsmokers) and raise the premiuibkase at greater risk for iliness. In this
manner, not only are the insurance burdens distributety, fddut the incentives encourage
wellness activities that promise to benefit both emgisyand employees.

EXHIBIT 1
NEED HIERARCHY THEORY
Maslow's need hierarchy specifies that the five needsrsheve are activated in order, from low-
est to highest. Each need is triggered after the onediately below it in the hierarchy is
satisfied.

Higher-order
needs

Seif-
actualization
needs

Esteem needs

/ Social needs \
/ Safety needs \
iclogical need.
awar-GEdeF / Physiological needs \
needs

Safety Needs

After physiological needs have been satisfied, the lewel of needs is triggeredafety needs.
These are concerned with the need to operate in an enenbvnthat is physically and
psychologically safe and secure, one free from thagdtarm.

Organizations help satisfy their employees' safetdsi@e several ways. For example, they
protect shop workers from hazards in the environment bygdithem with goggles and hard hats.
Even seemingly safe work settings, such as officeasbeaswamped with safety hazards. This is
why efforts are made to spare office workers from twges wrist injuries (such as the
increasingly prevalent carpal tunnel syndrome), and back, fginusing specially designed
computer monitors, desks, and chairs. Physical safety lmayn&olve such basic tools as security
and fire-prevention. Today's organizations show consideiatdeest in protecting the safety of
their employees. Although government regulations diataiay safety practices, it is safe to say
that employers independently recognize the motivationagfiie related to providing safe work
environments.

Social Needs

Once physiological and safety needs have been sdfiffiiesocial needare activated. These refer
to the need to be liked and accepted by others. As soamhBniwe want to be with others and to
have them approve of us.

Many companies provide health club facilities for theirptyees. Besides keeping
employees healthy, it's easy to see how such opportuaiseshelp satisfy social needs. "Playing
hard" with those whom we also "work hard" provides good dppiies to fulfill social needs on



the job.

Esteem Needs

Not only do we need to be liked by others socially, but ise aeed to gain their respect and
approval. In other words, we have a needdelf-esteem+that is, to achieve success and have
others recognize our accomplishments. Consider, for deamgserved parking spots or plaques
honoring the "employee of the month." Both are wajgromoting esteem within individual
employees. So too are awards banquets in which worthy stafbers' contributions are
recognized. The same thing is frequently done in print bpgmzing one's organizational
contributions on the pages of a corporate newsletter.

The practice of awarding bonuses to people making suggestiwnimprovement is
another highly successful way to help employees' gatiedir esteem needs. A genuine “thank
you” can be enough recognition to foster respect and esteemas Mark Twain said, "l can live
for two months on a good compliment.” Some companieshayhly creative in their efforts to
show recognition.

Self-Actualization Needs

What happens after all an employee's lower-order naeglsnet? According to Maslow, people
will strive for self-actualization-that is, they will work to become all they are capable dhie
When people are self-actualized they perform at thekiiman level of creativity and become
extremely valuable assets to their organizations. R@r reason, companies are interested in
paving the way for their employees to self-actualize bgtmg their lower-order needs.

As this discussion clearly suggests, Maslow's theory gesviexcellent guidance with
respect to the needs that workers are motivated tovachieleed, many organizations have taken
actions directly suggested by the theory, and have found tinde successful. For this reason, the
theory remains popular with organizational practition&sientists, however, have noted that
specific elements of the theory—notably, the assettiat there are only five needs and that they
are activated in a specific order—have not been suppauthd Despite this shortcoming, the
insight that Maslow's theory provides into the imporeaé recognizing human needs in the
workplace makes it a valuable approach to motivation.

ALDERFER’S ERG THEORY

Clayton Alderfer's existence-relatedness-growth (ER@omh builds on some of Maslow’s
thinking but reduces the number of universal needs from dithree—growth needs, relatedness
needs, and existence needs—and is more flexible on nemtdratween levels. Alderfer lifts the
restriction imposed by Maslow in which lower-order neeusst be addressed before a higher-
level need becomes a motivator. Alderfer breaks widslbiv on the consequence of need
frustration. Needs at more than one level can bavatots at any time. Alderfer proposes that
when an individual is motivated to satisfy a higher-leweéd but has difficulty doing so, the
person’s motivation to satisfy lower-level needs widrease.

EQUITY THEORY: THE IMPORTANCE OF BEING FAIR

There can be little doubt about the importance of masa motivator on the job. However, it
would be overly simplistic and misleading to say thaigse only want to earn as much money as
possible. Even the highest-paid executives, sports figurescelebrities sometimes complain
about their pay despite their multi-million-dollar g&ds. Are they being greedy? Not necessarily.
Often, the issue is not the actual amount of payvedebut rather, pay fairness, or equity.

Organizational scientists have been actively intedestethe difficult task of explaining
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exactly what constitutes fairness on the job, and pee@ple respond when they believe they have
been unfairly treated. The major concept addressing i¥®ses is known as equity theory.

Balancing Outcomes and Inputs

Equity theory proposes that people are motivated to niairfigar, or equitable, relationships
between themselves and others, and to avoid thos@mnslaips that are unfair, or inequitable. To
make judgments of equity, people compare themselves tosdblgefocusing on two variables:
outcomes-what we get out of our jobs (e.g., pay, fringe bengjitsstige, etc.)—anohputs—the
contributions made (e.g., time worked, effort exerted,sumibduced). It helps to think of these
judgments as ratios—that is, the outcomes receiveduelatithe inputs contributed (e.g., $1,000
per week in exchange for working 40 hours). It is importamidi@ that equity theory deals with
outcomes and inputs as they are perceived by people, nasagbeby objective standards. As
you might imagine, well-intentioned people sometimesgliee about what constitutes equitable
treatment.

According to equity theory, people make equity judgmentscbsnparing their own
outcome/input ratios to the outcome/input ratios of iIsth€his so-called "other" may be someone
else in one's work group, another employee in the organizatoimdividual working in the same
field, or even oneself at an earlier point in time — lors almost anyone against whom we
compare ourselves. These comparisons can result in foieee different stateoverpayment
inequity, underpayment inequity;, equitable payment.

Let's consider an example. Imagine that Andy and Biltkntogether as copywriters in an
advertising firm. Both men have equal amounts of expegietraining and education, and work
equally long and hard at their jobs. In other words, timpiuti is equivalent. But, suppose Andy is
paid an annual salary of $60,000 while Bill is paid only $50,000. B1dase, Andy's ratio of
outcomes/input is higher than Bill's, creating a statevefpayment inequitior Andy (since the
ratio of his outcomes/input is higher), hutderpayment inequitior Bill (since the ratio of his
outcomes/input is lower). According to equity theory Andializing that he is paid more than an
equally qualified person doing the same work, will fgeilty in response to hisverpaymentBy
contrast, Bill, realizing that he is paid less than gnadly qualified person for doing the same
work, will feel angry in response to hisnderpaymentGuilt and anger are negative emotional
states that people are motivated to change. As a,rdsptwill seek to create a stateegfuitable
paymentjn which their outcome/input ratios are equal, leadindy lnbthem to feesatisfied.

How can inequitable states be turned into equitable orfesanswer lies in adjusting the
balance of outcomes and/or input. Among people who arerpaide equity can be created by
raising one's outcomes and/or lowering. Likewise, thase are overpaid may either raise their
inputs or lower their outcomes. In both cases, eithaorastould effectively make the two
outcome/input ratios equivalent. For example, the undggparison, Bill, might lower his inputs
such as by slacking off, arriving at work late, leaving yeadking longer breaks, doing less
work, or lowering the quality of his work — or, in an extre case, quit his job. He also may
attempt to improve his outcome, such as by asking faise,ror even taking home company
property, such as tools or office supplies. In contithst,overpaid person, Andy, may do the
exact opposite—raise his input or reduce his outcome. Fongeahe might put forth much
more effort, work longer hours, and try to make a grezdetribution to the company. He also
might lower his outcome, such as by working while on & pecation, or by not taking
advantage of fringe benefits the company offers.

These are all specifibehavioral reactions to inequitable conditions—that is, actions
people may take to turn inequitable states into equitaide.dHowever, people may be unwilling
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to do some of the things necessary to respond wittcalgehaviors toward inequities. In
particular, they may be reluctant to steal from rthemployers, or unwilling to restrict their
productivity, for fear of getting caught "goofing off." kuch cases, people may attempt to
resolve inequitycognitively,by changing the way they think about the situation. Asdhetrlier,
because equity theory deals with perceptions, inequitahtesstnay be redressed by altering
one's thinking about their own, and others', outcomesrgnd.iFor example, underpaid people
may rationalize that others' input is really higher ttt@gr own (e.g., "l suppose she really is
more qualified than me"), thereby convincing themselvesthitete individual's higher outcomes
are justified. Similarly, overpaid people may convincentbelves that they realbre better, and
deserve their relatively higher pay. So, by changing thg they see things, people can come to
perceive inequitable situations as equitable, thereby eiéctrelieving their feelings of guilt
and anger, and transforming them into feelings of satisfac

Responding to Inequities on the Job

There is a great deal of evidence to suggest that peopledheted to redress inequities at
work, and that they respond much as equity theory sugdesisider two examples from the
world of sports. Research has shown that professbarsdetball players who are underpaid (i.e.,
ones who are paid less than others who perform asoweélktter) score fewer points than those
who are equitably paidSimilarly, among baseball players, those paid less dtiagrs who play
comparably well tend to change teams or even leavepih when they are unsuccessful at
negotiating higher pay. Cast in terms of equity thethwy,underpaid players may be said to have
lowered their inputs.

We also know that underpaid workers attempt to raise thcomes. For example, in an
organization studied by the author, workers at two marwiagt plants suffered an
underpayment created by the introduction of a temporarycpagf 15 percent.During the 10-
week period under which workers received lower pay, compadigiatd noticed that theft of
company property increased dramatically, approximately 250 meré®wever, in another
factory in which comparable work was done by workers pattieat normal rates, the theft rate
remained low. This pattern suggests that employees may s$talen property from their
company in order to compensate for their reduced pay. Gemsisith this possibility, it was
found that when the normal rate of pay was reinstatele two factories, the theft rate returned
to its normal, low level. These findings suggest that comgathat seek to save money by
lowering pay may merely be encouraging their employedmdoother ways of making up for
what they believe they are due.

EXPECTANCY THEORY: BELIEVING YOU CAN GET WHAT YOUWAN T

Beyond seeking fair treatment on the job, people are ratstivated by the expectation that they
will achieve certain desired rewards by working hard. If y@@ver put in long hours studying in
the hopes of receiving an "A" in one of your classes) §lee1 understand expectancy theory. This
is one of the basic ideas behind the popularity of pagsysknown asnerit pay planspr pay-
for-performance planswhich formally establish links between job performanced aewards.
However, a recent survey found that only 25 percent ol@mps see a clear link between good
job performance and their rate of pay. Clearly, comma@iee not doing enough to affect
motivation. To get an understanding of why companies aileng to significantly increase
motivation, let's take a closer look at expectancgmhe

Three Components of Motivation
Expectancy theory claims that people will be motivatedexert effort on the job when they
believe that doing so will help them achieve the thitlggyy want. It assumes that people are
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rational beings who think about what they have to dbeoewarded and how much the reward
means to them before they perform their jobs. Swadifi, expectancy theory views motivation as
the result of three different types of beliefs thabple have. These aexpectancy-the belief that
one's effort will affect performancenstrumentality—the belief that one's performance will be
rewarded, andralence-the perceived value of the expected rewards. For a summaryesé t
components and their role in the overall theory,Esd®bit 2.

Expectancy.Sometimes people believe that putting forth a great dedtart will help them get a
lot accomplished. However, in other cases, people doxpeatcethat their efforts will have much
effect on how well they do. For example, an emplaygerating a faulty piece of equipment may
have a very lovexpectancySomeone working under such conditions probably wouladtowtinue

to exert much effort. After all, there is no good reagwgo on trying to fill a bucket riddled with
holes. Accordingly, good managers will do things thap liakir subordinates believe that their
hard work will lead them to do their jobs better. Wis in mind, training employees to do their
jobs better can be very effective in helping enhangeeancy beliefs. Indeed, a large part of
working more effectively involves making sure that oedfarts will pay off.

Some companies have taken a more direct approach ltisgliand following their
employees' suggestions about ways to improve their wldkegicy. For example, United Electric
Controls (a manufacturer of industrial temperature ams$gure controls located in Watertown,
Massachusetts) routinely asks its employees for wiayan help them do their jobs more
effectively. Since instituting this approach, not only haweividual employees become more
productive, but the company as well. In fact, importadicators revealed that the company's
performance improved dramatically after it began foilmyvits employees' suggestions (For
instance, on-time deliveries rose from 65 percent to 95 f¢rcen

Instrumentality. Even if an employee performs at a high level, hisesrmotivation may suffer if
that performance is not appropriately rewarded — that the performance is not perceived as
instrumental in bringing about the rewards. So, for exapguh extremely productive employee
may be poorly motivated if he or she has already exhthe top level of pay given by the
company. Recognizing this possibility, several organizatioage crafted pay systems that ex-
plicitly link desired performance to rewards.

Consider, for example, the newly instituted pay planr 18M's 30,000 sales
representatives. Previously, most of the pay theseremgsved was based on flat salary; their
compensation was not linked to how well they did. Nowyédwer, their pay is carefully tied to
two factors that are essential to the company's suegassHitability and customer satisfaction. So,
instead of receiving commissions on the amount of tlee aa so many salespeople do, 60 percent
of IBMers' commissions are tied to the company's paiitthat sale. As a result, the more the
company makes the more the reps make. And, to makelsaitréhe reps don't push only high-
profit items that customers might not need, the reimgid0 percent of their commissions are
based on customer satisfaction. Checking on this, cestoare regularly surveyed about the
extent to which their sales representatives helped theet their business objectives. The better
the reps have done in this regard, the greater their camomss Since introducing this plan, IBM
has been effective in reversing its unprofitable trenthotigh there are certainly many factors
that may have assisted in this turnaround, expertsoafedent that the practice of clearly linking
desired performance to individual rewards is a key factor.

EXHIBIT 2
OVERVIEW OF EXPECTANCY THEORY
Expectancy theory claims that motivation is the comad result of the three components identified
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here — expectancy, instrumentality, and valence of rewamso recognizes that motivation is
only one of several determinants of job performance.

Effort T Performance ] Reward

1

Expectancy ¥ | Instrumentality | X

Valence of
reward

| ]

1 MOTIVATION |
Abilities
and traits

JOB
PERFORMANCE

Role perceptions
and opportunities |

Valence.Thus far, we have been assuming something that needsitadaecexplicit—namely, that
the rewards the organization offers in exchange for depeeformance are, in fact, desirable. In
other words, using terminology from expectancy thetihgy should have a positivalence.This

is no trivial point if you consider that rewards are equally desirable to everyone. For example,
whereas a bonus of $500 may not be seen like much afeeideo a multimillionaire CEO, it may
be quite valuable to a minimum-wage employee struggtingake ends meet. Valence is not just
a matter of the amount of reward received, but whatréveard means to the person receiving it.

These days, with a highly diverse workforce, it would éseoneous to assume that
employees are equally attracted to the same rewaradse,Sike single, young employees for
example, might recognize the incentive value of a peg rawhereas others, such as those raising
a family, might prefer additional vacation days, imgovinsurance benefits, and day-care or
eldercare facilities. So, how can an organization find what its employees want? Some
companies have found a simple answer—ask them.

Many more companies have taken a completely individualeggroach, introducing
cafeteria-style benefit plangreentive systems which allow employees to seleeir thringe
benefits from a menu of available alternatives. Giveat fringe benefits represent almost 40
percent of payroll costs, more and more companies amgmeing the value of administering
them flexibly.

The Role of Motivation in Performance

Thus far, we have discussed the three components ofatioti identified by expectancy theory.
However, expectancy theory views motivation as just oheseveral determinants of job
performance. Motivation combines with a person's skilld abilities, role perceptions, and op-
portunities to influence job performance.

It's no secret that the unique characteristics, spskilis, and abilities of some people
predispose them to perform their jobs better thanrsthEor example, a tall, strong, well-
coordinated person is likely to make a better professimasidetball player than a very short, weak,
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uncoordinated one—even if the shorter person is highlyvated to succeed. Recognizing this, it
would be a mistake to assume that someone performiogy lpar is poorly motivated. Instead,
some poor performers may be very highly motivated, butigake knowledge or skills needed to
succeed. With this in mind, companies often make big invessnmetaining employees so as to
ensure that they have what it takes to succeed, regaodtdesr levels of motivation.

Expectancy theory also recognizes that job performa#itée influenced by people's role
perceptions—that is, what they believe is expectetierhton the job. To the extent that there are
uncertainties about what one's job duties may be, peafwenis prone to suffer. For example, a
shop foreman who believes his primary job duty is to tea@h employees how to use the
equipment may find that his performance is downgraded by ernsspr who believes he should
be spending more time doing routine paperwork instead. Ircésis the foreman's performance
wouldn't suffer due to any deficit in motivation, but beeaas misunderstandings regarding what
the job entails.

Finally, expectancy theory recognizes the role of oppitres to perform one's job. Even
the best employees may perform at low levels ifrtbgportunities are limited. This may occur,
for example, if there is an economic downturn in a&sagrson's territory, or if the company's
available inventory is insufficient to meet sales demand.

In conclusion, expectancy has done a good job of sengitimianagers to several key
determinants of motivation, variables that are freqyeatintrollable. Beyond this, the theory
clarifies the important role that motivation playsdietermining job performance.

OB IN ACTION — Motivating Steel Workers
Consolidations have occurred in the steel industry. Asesstul firms buy up unsuccessful ones,
many of the changes brought into the unsuccessful orgamgatienter around motivating
employees, enhancing efficiency, boosting employegpe@&ancies and instrumentalities, and
striving for outcomes with high valence. At ISG (Inttianal Steel Group) employees believe
that there are things that they can do on their jobsnprove efficiency, and rigid rules or too
many layers of management will not get in their wayithwnhanced efficiency, employee reward
follows. Note how ISG uses employee ideas to changatiqes.

PROCEDURAL JUSTICE THEORY

Procedural justice theory is concerned with the perdei@eness of the procedures used to make
decisions about inputs, performance, and the distributi@muttomes. How managers treat their
subordinates and the extent to which they provide expdansafor their decisions influence
employees’ perceptions of procedural justice. When proed justice is perceived to be low,
motivation suffers because employees are not suré¢hiia inputs and performance levels will be
accurately assessed or that outcomes will be distdbnta fair manner.

Perceptions by employees are key to this theory. Reacto procedures depend on how
employees perceive the procedures rather than on whaadiual procedures actually are.
Employees will be more motivated if they perceive firatcedures used to make decisions are fair.

GOAL SETTING: TAKING AIM AT PERFORMANCE TARGETS
Suppose that you are a word processing operator. You amgrpeid quite well, but your boss
believes that you can do even better. She asks yowu tim énter 70 words per minute (wpm) from
now on instead of the 60 wpm you've been working at. Wgaldwork hard to meet this goal, or
would you simply give up?
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Organizational scientists have found that under certanditions goal setting can lead to
marked improvements in performance, primarily, underethrenditions--when goals are: (1)
specific; (2) difficult, but achievable; and (3) accompaniedebgback.

Assign Specific Goals

In our word processing example, the supervisor set a gaalvds very specific (70 wpm) and also
somewhat difficult to attain (10 wpm faster than curgggrformance). Would you perform better
under these conditions than if the supervisor merelysaitkething general, like "do your best to
improve"? Decades of research on goal setting sugdpestshe answer is yes.

Indeed, we know that people perform at higher levels vased to meet specific high-
performance goals than when they are directed simglgidg/our best," or when no goal at all is
assigned. People tend to find specific goals quite cliaignand are motivated to try to meet
them — not only to fulfill management's expectations, dist to convince themselves that they
have performed well. Scientists have explained thainaty goals enhances employees' faith in
their self-efficacy And, when people believe that they can, in factcesed at a given task, they
will be motivated to work hard to prove their belief.r kbis reason people will be motivated to
pursue specific goals, ones that readily enable them tmedéfieir accomplishments, thus
enhancing their self-efficacy beliefs.

Assign Difficult, But Achievable, Performance Goals

The goal set should be difficult to attain, but achide@aObviously, a goal that is too easy to attain
will not bring about the desired increments in perforoearf-or example, it you already type at 60
wpm, a goal of 50 wpm, although specific, would prob&tlyer your performance. The key point
Is that a goal must be difficult as well as spedticit to raise performance.

At the same time, however, people will work hard to heeltallenging goals so long as
these are within the limits of their capability. As gobkecome too difficult, performance suffers
because people reject the goals as unrealistic and inahtea For example, you may work much
harder as a student in a class that challenges youtyabiin in one that is very easy. In all
likelihood, however, you would probably give up trying ietbnly way of passing was to get
perfect scores on all exams—a standard you would regeotiag unacceptable. In short, specific
goals are most effective if they are set neither @@orior too high.

How should goals be set in a manner that strengthengags! commitment to them?
One obvious way of enhancing goal acceptance is to involpéogees in the goal-setting process.
Research on workers' participation in goal setting ha®dstrated that people better accept goals
that they have been involved in setting than goalshithe¢ been assigned by their supervisors —
and, they work harder as a result.

Participation in the goal-setting process may produceetheseficial effects for several
reasons. One, people are more likely to understand anelcagiprgoals they had a hand in setting
themselves than those that are merely presentedito theaddition, employees are likely to be
committed to attaining such goals, in large part becausemhsy psychologically rationalize their
decisions to set those goals. (After all, one canlygudtify setting a specific goal and then not
working hard to attain it.) Finally, because worketemhave more direct knowledge about what
it takes to do a job than their supervisors, they agegaod position to come up with goals that are
acceptably high, but not unreasonable. Further capitalizingiarkers' experiences, executives
generally agree that it is a good idea to let employgesefiout the best way to meet new goals.
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Provide Feedback Concerning Goal Attainment

The final condition for setting effective goals would eequite obvious, however, it is not
followed in practice as often as you might expect: p@veedback about the extent to which
goals have been met. Just as golfers can improve thegggehen they learn where their balls
have landed, so too do workers benefit by feedback aboutlosely they are approaching their
performance goals. Extending our golf analogy, wheonmes to setting work goals effectively,
"hooks" and "slices" need to be corrected.

In sum, goal setting is a very effective tool managarnsuse to motivate people. Setting a
specific, acceptably difficult goal, and providing feedbatbout progress toward that goal
greatly enhances job performance.

DESIGNING JOBS THAT MOTIVATE
Recall that Frederick W. Taylor's approach to stimulatwogk performance was to design jobs
so that people worked as efficiently as possible. Ndesasnovements and no wasted time added
up to efficient performance, or so Taylor believed. ldegr, Taylor failed to consider one
important thing: The repetitive machine-like movements reguof his workers were highly
routine and monotonous. And, not surprisingly, people becaonedbwith such jobs and
frequently quit. Fortunately, today's organizational r#tsés have found several ways of
designing jobs that can not only be performed very efiiity, but are also highly pleasant and
enjoyable. This is the basic principle behind job desiga,process of creating jobs that people
enjoy performing because they are so inherently appealing.

Job Enlargement: Doing More of the Same Kind of Work
Job enlargement is increasing the number of tasks an geepperforms but keeping all of the
tasks at the same level of difficulty and responsybilit is also callechorizontal job loading
because the content of a job is expanded but the difficemains constant. Proponents of this
approach thought that job enlargement might increaseasmtnmotivation.
There's no higher responsibility involved, nor any gredtdls,sjust a wider variety of the same
types of tasks. The idea behind job enlargement is sirpplecan decrease boredom by giving
people a greater variety of jobs to do.

Do job enlargement programs work? To answer this questansider the results of a
study comparing the job performance of people doing enlaageldunenlarged jobs. In the
unenlarged jobs, different employees performed separgterwark tasks such as preparing,
sorting, coding, and keypunching various forms. The enlargesl gombined these various
functions into larger jobs performed by the same peopldoidgh it was more difficult and
expensive to train people to perform the enlarged jobs tlesdparate jobs, important benefits
resulted. In particular, employees expressed greatesgbsfaction and less boredom. And, be-
cause one person followed the whole job all the waguidin, greater opportunities to correct
errors existed. Not surprisingly, customers were satisfiddthe result.

Although job enlargement may help improve job performansegffects may be short-
lived. It appears that the problem with enlarging jobsas #fter a while, people get bored with
them, and they need to be enlarged even further. Becaissinpractical to continue enlarging
jobs all the time, the value of this approach is nalingted.

Job Enrichment: Increasing Required Skills and Responsiltities
As an alternative, consider another approach takenedesign jobs—job enrichment. Job
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enrichment is the designing of jobs to provide opportunioesemployee growth by giving
employees more responsibility and control over thark. It is often referred to agertical job
loading because employees are given some of the respomsibiiitat used to belong to their
supervisors. Herzberg’'s motivator — hygiene theory — wdsvang force in the movement to
enrich jobs.Job enrichment is aimed at increasing intrinsic motivatio

Although job enrichment programs have also been successfulany organizations,
several factors limit their popularity. First, thesethe difficulty of implementation. Redesigning
existing facilities so that job can be enriched is roffgohibitively expensive. Besides, the
technology needed to perform certain jobs makes it dotwal for them to be redesigned.
Another impediment is the lack of universal employemeptance. Although many relish it, some
people do not desire the additional responsibility assstiaith performing enriched jobs.

Managers can enrich jobs in a variety of ways:
* Allow employees to plan their own work schedules.
* Allow employees to decide how the work should be peréakm
* Allow employees to check their own work.
* Allow employees to learn new skills.

THE JOB CHARACTERISTICS MODEL

Thus far, we have failed to specify precisetywto enrich a job. What elements of a job need to
be enriched for it to be engaging to an employee? tampt to expand the idea of job
enrichment, known as the job characteristic model, gesvan answer to this important question.

Basic Elements of the Job Characteristics ModelThis approach assumes that jobs can be
designed so as to help people get enjoyment out of tiesrgnd care about the work they do.
The model identifies how jobs can be designed to helplpdeel that they are doing meaningful
and valuable work. In particular, it specifies that dmirig certain elements of jobs alters people's
psychological states in a manner that enhances toek @ffectiveness. The model identifies five
core job dimensions that help create three criticetipslogical states, leading, in turn, to several
beneficial personal and work outcomes (see Exhibit 3).

EXHIBIT 3
THE JOB CHARACTERISTICS MODEL
According to the job characteristic model, the fiveecpb dimensions listed create three critical
psychological states, which in turn influence the persand work outcomes shown. The model
also acknowledges that these relationships are strolageshg those individuals highest in
growth need strength.
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The five critical job dimensions arskill variety, task identity, task significance,
autonomyandfeedbackLet's take a closer look at these.

» Skill variety is the extent to which a job requires using seveftdrént skills and tal-
ents that an employee has. For example, a restamamger with high skill variety
will perform many different tasks (e.g., maintainingesatecords, handling customer
complaints, scheduling staff, supervising repair work, andkag

» Task identity is the degree to which a job requires doing a wholeftasn beginning
to end. For example, tailors will have high task idgntithey do everything associat-
ed with making an entire suit (e.g., measuring the ¢lggiecting the fabric, cutting
and sewing it, and altering it to fit)

e Task significanceis the amount of impact a job is believed to havetbers. For ex-
ample, medical researchers working on a cure for aylda#ase surely recognize the
importance of their work to the world at large. Even mooglest contributions to the
company can be recognized as being significant to the textext employee
understand the role of their jobs in the overall roissif the organization.

* Autonomy is the extent to which employees have the freedondeaudetion to plan,
schedule, and carry out their jobs as desired. For egaim@l 991 a team of Procter &
Gamble employees was put in charge of making all thegeraents necessary for the
building of a new $5 million facility for making conceated Downy.

* Feedbackis the extent to which the job allows people to hafermation about the
effectiveness of their performance. For examplegntarketing representatives
regularly receive information about how many calls theykanper day and the
monetary values of the sales made.

The job characteristic model specifies that theseuarjob dimensions have important effects
on various critical psychological states. Specificalékill variety, task identity, and task
significance jointly contribute to a taskégperienced meaningfulnegstask is considered to be
meaningful insofar as it is experienced as being highly irapgrtzaluable, and worthwhile. Jobs
that provide a great deal of autonomy are said to make péglleersonally responsible and
accountable for their workWhen they are free to decide what to do and how to dbeiy, feel
more responsible for the results, whether good or badll¥; effective feedback is said to give
employeeknowledge of the results of their wovkhen a job is designed to provide people with
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information about the effects of their actions, tleg better able to develop an understanding of
how effectively they have performed--and, such knowledgeawgs their effectiveness.

The job characteristics model specifies that theethoatical psychological states affect
various personal and work outcomes—namely: people'sidsebf motivation; the quality of
work performed; and satisfaction with work, absenteeisnd turnover. The higher the
experienced meaningfulness of work, responsibility fer work performed, and knowledge of
results, the more positive the personal and work lienefil be. When they perform jobs that
incorporate high levels of the five core job dimensiqgeple should feel highly motivated,
perform high-quality work, be highly satisfied with theabsg, be absent infrequently, and be
unlikely to resign from their jobs.

We should also note that the model is theorized tedpecially effective in describing the
behavior of individuals who are high growth need strengththat is, people who have a high
need for personal growth and development. People not yartic interested in improving
themselves on the job are not expected to experientbabazed psychological reactions to the
core job dimensions, nor consequently, to enjoy the fioéadepersonal and work outcomes
predicted by the model. By introducing this variable, thedbaracteristic model recognizes the
important limitation of job enrichment noted earliemet everyone wants and benefits from
enriched jobs.

Assessing the Motivating Potential of JobsBased on the proposed relationship between the
core job dimensions and their associated psychologézadtions, the model claims that job
motivation will be highest when the jobs performed raigh on the various dimensions. To
assess this, a questionnaire known as the Job Diagisstiey (JDS) has been developed to
measure the degree to which various job characteratécpresent in a particular job. Based on
responses to the JDS, we can make predictions abodéginee to which a job motivates people
who perform it.

The job characteristics model has been the focusamly empirical tests, most of which are
supportive of many aspects of the model. One study condantedg a group of South African
clerical workers found particularly strong suppofihe jobs of employees in some of the offices
in this company were enriched in accordance with techniquesiegdiy the job characteristics
model. Specifically, employees performing the enrichéd ere given opportunities to choose
the kinds of tasks they perform (high skill variety),ttle entire job (high task identity), receive
instructions regarding how their job fit into the orgatimaas a whole (high task significance),
freely set their own schedules and inspect their owrk {lagh autonomy), and keep records of
their daily productivity (high feedback). Another group ofpdoyees, equivalent in all respects
except that their jobs were not enriched, served asitaot group.

After employees performed the newly designed jobs foo6ths, comparisons were made
between them and their counterparts in the control gnddigh respect to most of the outcomes
specified by the model, individuals performing redesigned jshswed superior results.
Specifically, they reported feeling more internally nmated and more satisfied with their jobs.
There also were lower rates of absenteeism and turreaweng employees performing the
enriched jobs. The only outcome predicted by the modeltha not found to differ was actual
work performance; people performed equally well in endcdied unenriched jobs. Considering
the many factors that are responsible for job perfooma(as discussed in connection with
expectancy theory), this finding should not be too surgisi
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Suggestions for Enhancing the Motivating Potential of JobsThe job characteristics model
specifies several ways in which jobs can be designedhanee their motivating potential. For
example, instead of using several workers, each of whafarpes a separate part of a whole
job, it would be better to have each person perfornetiiee job. Doing so helps provide greater
skill variety and task identity.

The job characteristic model also suggests that jobsldibe set up so that the person
performing a service (such as an auto mechanic) comesantact with the recipient of the
service (such as the car owner). Jobs designed in #nsen will not only help the employee by
providing feedback, but also enhancing skill variety (etglking to customers in addition to
fixing cars), and building autonomy (by giving people theedian to manage their own
relationships with clients). This suggestion has been mgited at Sea-Land Service, the large
containerized ocean-shipping company. After this company'shaners, clerks, and crane
operators started meeting with customers, they becanod more productive. Having faces to
associate with the once-abstract jobs they did glderlped them take the jobs more seriously.

Another implication of the job characteristics moiethat jobs should be designed so as to
give employees as much feedback as possible. Thepaopme know how well they're doing (be
it from customers, supervisors, or co-workers), the betjeipped they are to take appropriate
corrective action.

The Motivating Potential Score

To measure employees’ perceptions of their jobs on e&dhe core dimensions, the Job
Diagnostic Survey is used. Once an employee commatdsof these scales for his or her job, it
IS possible to compute the job’s motivating potentiafsc®he motivating potential score (MPS)
iIs a measure of the overall potential of a job toefosttrinsic motivation.

MPS is equal to the average of the first three coagacheristics (skill variety, task identity,
and task significance) multiplied by autonomy and feekilb&cores will range from 1 (low) to 7
(high) for each core dimension. An average motivatintemi@l score for jobs in the U.S.
corporations is around 128.

JOB DESIGN: THE SOCIAL INFORMATION PROCESSING MODEL
The social information processing model was developed 978 by Salancik and Pfeffer.
According to the social information processing modattdrs other than the core dimensions
influences how employees respond to the design af jhies. Salancik and Pfeffer propose that
the way employees perceive and respond to the desigmeiofjobs is influenced by social
information (information from other people) and by emyples’ own past behaviors.

The model proposes that the social environment providesogegd with information
regarding which aspects of their job design and work oogcthey should pay attention to and
which they should ignore. Social environment refers e other individuals with whom
employees come into contact with at work. The maagjgests that the social environment
provides employees with information about how they shawdluate their jobs and work
outcomes. The increasing reliance of organizations ontingent employees has some
interesting implications for social environments at work
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CHAPTER 4
WORK-RELATED ATTITUDES

LEARNING OBJECTIVES
After reading this chapter you will be able to:

« Define attitude and its three basic components.

» Describe two theories of job satisfaction.

« ldentify the consequences of having dissatisfied employees.

» Describe ways of boosting job satisfaction.

» Distinguish between three fundamental forms of orgéiozal commitment.

* Identify the benefits of having a committed workforce.

» Describe ways of developing organizational commitment.

« Distinguish between the concepts of prejudice, sterestyrel discrimination.

« Be aware of biases that can influence person percepitbout perceivers being aware of
their influences.

* Appreciate why the effective management of diversity ngadrative for all kinds of
organizations and the steps that organizations can taestwe that different kinds of people
are treated fairly and that the organization is ablake advantage of all they have to offer.

« Describe the two major forms of sexual harassmenttlamdteps organizations can take to
combat sexual harassment.

« Distinguish between affirmative action plans and divgrmsianagement programs.

How do you feel about your job? Is it pleasant, or pure dny@gdow about your organization? Do
you want to continue working there, or are you consigdequitting? What do you think of your co-
workers? Do they know what they're doing, or would thmgany be better off without them? Such
questions are likely to elicit strong opinions. Indeed, petgrid to have definite feelings about every-
thing related to their jobs, whether it is the worklitssuperiors, co-workers, subordinates, or even the
food in the company cafeteria. Feelings such as thedeanany others, are referred to as work-related
attitudes, the topic of this chapter.

These attitudes can be very important in organizatioosoNly do we want to feel good about our
work for its own sake, but such feelings also may hartant effects on how we do our jobs and
the functioning of organizations. Our examination of woilktesl attitudes will focus on three major
targets—attitudes toward the job (knownas satisfaction)attitudes toward the organization (known
as organizational commitmentgnd attitudes toward our co-workers (including a special kind of
negative attitude known aprejudice). Before reviewing these attitudes, and their impact on
organizations, we will begin with the very basic, bupartant, task of formally defining attitudes.

WHAT IS AN ATTITUDE? A DEFINITION
As noted above, we all hold definite views about thing$ @eople—feelings referred to as attitudes.
Formally, we define an attitude as a relatively stablestel of feelings, beliefs, and behavioral
predisposition (i.e., intentions) toward some spectlrget Attitudes consist of three major
components: aavaluative componena cognitive componemand abehavioral component

The Evaluative Component. The most obvious component of attitudes is how we féelua
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something. This aspect of an attitude evsluative componentefers to our liking or disliking of any
particular target—Dbe it a person, thing, or event (whghtrbe called thattitude objectthe focus of
the attitude). You may, for example, feel positivelynegatively toward your boss, your co-workers,
or the company logo. In fact, anything can be an attitudectbj

Our definition refers to "relatively stable" feelingsmard attitude objects. Temporary shifts in
feelings about something may not reflect changes in atsitiRigther, attitudes are more enduring. So,
for example, although people sometimes change theirbeesmip in political parties, their belief
about a specific issue that may be endorsed by a partiealitical party is generally consistent over
time. Hence, the attitude toward it is stable.

The Cognitive Component. Attitudes involve more than feelings, however, thegoalnvolve
knowledge—things you know about an attitude object. For ex@anyolu might believe that your
company just lost an important contract, or that a cd«grodoesn't really know what he is doing.
These beliefs may be completely accurate or inaccutaie they still comprise the personal
knowledge that contributes to your attitude. Such beliefgeferred to as theognitive componeruf
attitudes.

The Behavioral Component. Naturally, what you believe about something and the yay feel
about it will influence the way you are predisposed to beh&er example, if you believe that your
boss is a crook, and you dislike this, you may be inclingegort him to the authorities and to begin
looking for a new job. What we are saying is thattwdes have &ehavioral componenta—
predisposition to act in a certain way. It is very impottto caution that a predisposition magt
perfectly predict one's behavior. In our example, aigfioyou may dislike your unethical boss, you
might not take action against him for fear of retaliatiand you might not take a new position if a
better one isn't available. Hence, your intention toaacertain way may or may not dictate how you
actually will behave. Indeed, as we shall see, attitadesiot perfect predictors of behavior.

We now explore various attitudes that come into playhe job. The first one we will consider is
job satisfaction.

JOB SATISFACTION: FEELINGS ABOUT OUR WORK
Do people generally like their jobs? Despite what yoy hesar in the news about dissatisfied workers
going on strike or even acting violently toward their supend, overall, people are quite satisfied
with their jobs. In fact, surveys have found that pleecentage of people reporting satisfactath
their jobs averages between 80 and 90 percent. These $eéfigcting attitudes toward one's job, are
known as job satisfaction. As job satisfaction se¢émnplay an important role in organizations, it
makes sense to ask: What factors contribute to joffaetion? As we will point out, a great deal of
research, theory, and practice bears upon this question.

Theories of Job Satisfaction and Their Implications

Although there are many different approaches to undersignob satisfaction, two particular ones
stand out as providing our best insight into this very ingnrattitude—théwo-factor theory of job
satisfactionandvalue theory.

Herzberg’s Two-factor Theory of Job Satisfaction.There is no more direct way to find out what
causes people's satisfaction and dissatisfaction Wéin jobs than to ask them. Over 30 years ago
Frederick Herzberg did just this. He assembled a groupcoiuatants and engineers and asked them
to recall incidents that made them feel especiallysfadi and especially dissatisfied with their jobs.
His results were surprising: Different factors accoumbedatisfaction and dissatisfaction. Rather than
finding that the presence of certain variables made pdepl satisfied and that their absence made
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them feel dissatisfied, as you might expect, Herzbergnd that satisfaction and dissatisfaction
stemmed from two different sources. For this reasanapproach is widely referred to as the two-
factor theory of job satisfaction.

What are the two factors? In general, people weirsfisat with aspects of their jobs that had to do
with the work itself or to outcomes directly resadfifrom it. These included things such as chances for
promotion, opportunities for personal growth, recognitionpaasibility, and achievement. Because
these variables were associated with high levels tidfaetion, Herzberg referred to them a®-
tivators.However, dissatisfaction was associated with camaktisurrounding the job, such as working
conditions, pay, security, relations with others, amds, rather than the work itself. Because these
variables prevent dissatisfaction when present, theyederred to abygiene factorgor maintenance
factors).

Rather than a conceiving of job satisfaction as falalgng a single continuum anchored at one
end by satisfaction and at the other by dissatisfactiderzberg conceived of satisfaction and
dissatisfaction as separate variables. Motivatorsgnwpresent at high levels, contribute to job
satisfaction, but when absent, do not lead to job disetiisn—ijust less satisfaction. Likewise,
hygiene factors only contribute to dissatisfaction whess@nt, but not to satisfaction when absent.
You may find the diagram in Exhibit 1 helpful in summargthese ideas.

This theory has important implications for managing oizgtions. Specifically, managers would
be well advised to focus their attention on factorsvkmdo promote job satisfaction, such as
opportunities for personal growth. Indeed, several of tedaympanies have realized that satisfaction
within their workforces is enhanced when they provide dpipdities for their employees to develop
their repertoire of professional skills on the jolor lExample, front-line service workers at Marriott
Hotels, known as “guest services associates,” are hirggetiorm a variety of tasks, including
checking guests in and out, carrying their bags, and smstead of doing just one job, this approach
enables Marriott employees to call upon and develop manleaf talents, thereby adding to their
level of job satisfaction.

Two-factor theory also implies that steps should ddem to create conditions that help avoid
dissatisfaction—and, it specifies the kinds of variabérpiired to do so (i.e., hygiene factors). For
example, creating pleasant working conditions may be duetpful in getting people to avoid being
dissatisfied with their jobs. Specifically, researkbhs shown that dissatisfaction is great under
conditions that are highly overcrowded, dark, noisy, hexteeme temperatures, and poor air quality.
These factors, associated with the conditions untdzhmvork is performed, but not directly linked to
the work itself, contribute much to the levels of jogsdtisfaction people experience.

Value Theory. Another approach to job satisfaction, known as vaheeny, takes a broader look at
the question of what makes people satisfied. This thexgyes that almost any factor can be a source
of job satisfaction so long as it is something thafpfeegalue. The less people have of some aspect of
the job (e.g., pay, learning opportunities) relative toalmunt they want, the more dissatisfied they
will be—especially for those facets of the job that Amghly valued. Thus, value theory focuses on
discrepancies between what people have and what thay tha greater those discrepancies, the more
dissatisfied they will be.

EXHIBIT 1
HERZBERG'STWO-FACTOR THEORY
According to Herzberg’'snvo-factor theoryjob satisfaction and dissatisfaction are not opp@sitis of
the same continuum but independent dimensions. Some saofhygiene factorswhich lead to
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dissatisfaction, anthotivatorswhich lead to satisfaction, are presented here.

Hygiene Factors Motivators
* Pay, status, security * Meaningful and challenging work
« Working conditions * Recognition for and feeling of
achievements
e Fringe benefits * Increased responsibility

* Policies and practices Opportunity for growth and

advancement

This approach to job satisfaction implies that an éffeavay to satisfy workers is to find out what
they want and, to the extent possible, give it to thBaetieve it or not, this is sometimes easier said
than done. In fact, organizations sometimes go throught grains to find out how to satisfy their
employees. With this in mind, a growing number of compararticularly big ones, have been sys-
tematically surveying their employees.

Consequences of Job Dissatisfaction

Thus far, we have been alluding to the negative effecjsboflissatisfaction, but without specifying
exactly what these are. In other words, what conseggemay be expected among workers who are
dissatisfied with their jobs? Several effects haerbwell documented.

Employee Withdrawal: Voluntary Turnover and Absenteeism.As you might expect, people who
are dissatisfied with their jobs want little to do wihem—that is, they withdraw. An extreme form of
employee withdrawal is quitting, formally referred ®valuntary turnoverWithdrawal also may take
the form ofabsenteeism.

Organizations are highly concerned about these beha\sotisest are very costly. The expenses
involved in selecting and training employees to replacsetheho have resigned can be considerable.
Even unscheduled absences can be expensive. Although vgltumtaover is permanent, whereas
absenteeism is a short-term reaction, both aretefeways of withdrawing from dissatisfying jobs.
Research has shown that the more dissatisfied pegplgith their jobs, the more likely they are to be
absent and to resign. However, we also know that tiedsonships are not especially strong. In other
words, job satisfaction is only modestly correlatedhwibluntary turnover and absenteeism. The
reason for this is simple: Job dissatisfaction keli to be only one of many factors responsible for
someone's decision to resign or to stay off the f@b.example, a dissatisfied employee may show up
for work despite feeling dissatisfied if she believiest tit is critical for her to perform certain tasks.
However, still others may care so little that thegud not bother to show up anyway. Thus, job
satisfaction is not a particularly strong predictoab$enteeism.

The same may be said with respect to turnover. Whetheot people will quit their jobs is likely
to depend on several factors. Among them is likely tdbevailability of other jobs. So, if conditions
are such that alternative positions are available, people be expected to resign in response to
dissatisfaction. However, when such options aretdidyi voluntary turnover may be a less viable
option. Hence, knowing that one is dissatisfied withdmnisier job does not automatically suggest that
he or she will be inclined to quit. Indeed, many people atajpbs that they dislike.

Job Performance: Are Dissatisfied Employees Poor Workers?How about those dissatisfied

employees who remain on their jobs? Does their pedace suffer? As in the case of withdrawal
behaviors, the link between job performance and satisfass also quite modest. One key reason for
this is that performance on some jobs is so carefatjylated (e.g., by the machinery required to do
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the work) that people may have little leeway to raséower their performance even if they wanted
to. The weak negative association between job setisfaand employee withdrawal, and the weak
positive association between job satisfaction and pedocey are good examples of the point made
earlier — that attitudes are not perfect predictors diater. Indeed, the important work-related
attitude, job satisfaction, has been found to be amdyestly related, at best, to important aspects of
job behavior.

The weak association between job satisfaction andpeaihce appears to hold for most standard
measures of performance, such as quantity or quality df. wHowever, when it comes to completely
voluntary forms of work behavior, such as helping on@sworkers or tolerating temporary
inconveniences without complaint, the connection to joisfeation is much stronger. Such activities,
which enhance social relationships and cooperation Wilotganization but go beyond the formal job
requirements, are referred to as organizational cgl@pnbehaviors. These forms of behavior,
although not reflected in standard performance measures gales figures), contribute greatly to the
smooth functioning of organizations. Workers who feek§iad with their jobs may be willing to help
the organization and others who have contributed teetjosd feelings by engaging in acts of good
organizational citizenship. In fact, research has shthah the more people are satisfied with their
jobs, the greater the good citizenship contributions téeg to make.

Summary. To review, it is clear that dissatisfaction is linkedsuch key organizational variables as
voluntary turnover, absenteeism, and poor performaaitgugh, these relationships are not strong.
This is in large part due to the fact that many factoesrasponsible for these behaviors. However,
when it comes to the more highly controllable, voluntaehavior, organizational citizenship, the con-
nection to dissatisfaction is much stronger.

Tips for Boosting Job Satisfaction

In view of the negative consequences of dissatisfaaigthned above, it makes sense to consider
ways of raising satisfaction on the job. Although arpleyee's dissatisfaction might not account for
all aspects of his or her performance, it is importanty to promote satisfaction if for no other reason
than to make people happy. After all, satisfaction desirable end in itself. With this in mind, what

can be done to promote job satisfaction? Based on tadalale research, we can offer several
suggestions.

1. Pay people fairly. People who believe that their organizations' payesystare inherently unfair
tend to be dissatisfied with their jobs. This not ordplaes to salary and hourly pay, but also to fringe
benefits. In fact, when people are given opportunitteselect the fringe benefits they most desire,
their job satisfaction tends to rise. This idea isisistent with value theory. After all, given the
opportunity to receive the fringe benefits they most rdegmployees may have little or no
discrepancies between those they want and thosatheglly have.

2. Improve the quality of supervision It has been found that satisfaction is highest amaongagees
who believe their supervisors are competent, treat themraspect, and have their best interests in
mind. Similarly, job satisfaction is enhanced when emmsyeelieve that they have open lines of
communication with their superiors.

3. Decentralize organizational power Although we will consider the concept décentralization
more fully later in this book (e.g., in Chapters 7 and 23, worth introducing here. Decentralization
is the degree to which the capacity to make decisionde®én several people, as opposed to one or
just a handful. When power is decentralized, people llmeexd to participate freely in the process of
decision making. This arrangement contributes to tleeiirfgs of satisfaction because it leads them to
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believe that they can have some important effectthein organizations. By contrast, when the power
to make decisions is concentrated in the hands of jiest,eemployees are likely to feel powerless and
ineffective, thereby contributing to their feelings ofsaissfaction.

4. Match people to jobs that fit their interests People have many interests, and these are only
sometimes satisfied on the job. However, the more Ipefapd that they are able to fulfill their
interests while on the job, the more satisfied thélyb& with those jobs.

For example, a recent study found that college graduatesmare satisfied with their jobs when
these were consistent with their college majora tliben these fell outside their fields of interesis,It
no doubt, with this in mind that career counselors frequdimttl it useful to identify people's non-
vocational interests

ATTACHMENT TO COMPANIES: ORGANIZATIONAL COMMITMENT
Thus far, our discussion has centered on people's attitodesd their jobs. However, to fully
understand work-related attitudes we also must focus on [seafileudes toward the organizations, in
which they work—that is, their organizational commitmerithe concept of organizational
commitment is concerned with the degree to which peoplenaplved with their organizations and
are interested in remaining within them.

This important attitude may be completely unrelatesbosatisfaction. For example, a nurse may
really like the kind of work she does, but dislike the litasjin which she works, leading her to seek a
similar job elsewhere. By the same token, a waitay hmve positive feelings about the restaurant in
which he works, but may dislike waiting on tables. Thesmplexities illustrate the importance of
studying organizational commitment. Our presentation of tbpic will begin by examining the
different dimensions of organizational commitment. Wik then review the impact of organizational
commitment on organizational functioning, and conclude by ptege ways of enhancing
commitment.

Varieties of Organizational Commitment

Being committed to an organization is not only a matfetyes” or “no” or even “how much?”
Distinctions also can be made with respect to “whad’kaf commitment. Specifically, scientists have
distinguished between three distinct forms of commitmen

Continuance Commitment. Have you ever stayed on a job because you just dant to bother to
find a new one? If so, you are already familiar wite ttoncept of continuance commitment. This
refers to the strength of a person's desire to remaiking for an organization due to his or her belief
that it may be costly to leave. The longer peopleaiarn their organizations, the more they stand to
lose what they have invested in the organization overydws (e.g., retirement plans, close
friendships). Many people are committed to staying oin jhes simply because they are unwilling to
risk losing these things. Such individuals may be said to havegla degree of continuance
commitment.

Signs suggest that today, continuance commitment i@sidtigh as it used to be. Traditionally,
people sought jobs that would offer them lifetime employmitany employees would stay on their
jobs their whole working lives, starting at the bottand working their way up to the top. But today,
that scenario is not readily found; the unspoken pljctiosecurity in exchange for loyalty has all but
faded from the organizational scene. In the words @fuag project manager working at a New Jersey
location of Prudential, "If the economy picked up, I'd sidar a job elsewhere much sooner than
before. | wouldn't bat an eye? This expression of tHengmess to leave one's job reflects a low
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degree of continuance commitment.

Affective Commitment. A second type of organizational commitment is affectommitment--the
strength of people's desires to continue working for ajaroration because they agree with its
underlying goals and values. People feeling high degreeseatigd commitment desire to remain in
their organizations because they endorse what the aeg@m stands for and are willing to help it in
its mission. Sometimes, particularly when an orgamnats undergoing change, employees may
wonder whether their personal values continue to benenwiith those of the organization in which
they may work. When this happens, they may question whttbg still belong, and if they believe
not, they may resign.

Normative Commitment. A third type of organizational commitment is known asrmative
commitment. This refers to employees' feelings ofgaltion to stay with the organization because of
pressures from others. People who have high degrees oatimgroommitment are greatly concerned
about what others would think of them for leaving. They wdoddreluctant to disappoint their
employers, and concerned that their fellow employesstinnk poorly of them for resigning.

Why strive for a Committed Workforce?
People who feel deeply committed to their organizatioelsave differently than those who do not.
Specifically, several key aspects of work behavior haenlblinked to organizational commitment.

Committed Employees Ale Unlikely to Withdraw. The more committed employees are to their
organizations, the less likely they are to resign anbtle absent (what we referred to as withdrawal
behavior in the context of job satisfaction). Beingnoatted leads people to stay on their jobs and to
show up for work when they are supposed to.

Committed Employees Are Willing to Make sacrifices for theOrganization. Beyond remaining in
their organizations, those who are highly committecheart demonstrate a great willingness to share
and to make sacrifices required for the organizationrteeth

In view of these benefits of organizational commitmémhakes sense for organizations to take the
steps necessary to enhance commitment among its ezegloye will now describe various ways of
doing this.

Approaches to Developing Organizational Commitment

Some determinants of organizational commitment fallidetsf managers' spheres of control, giving
them few opportunities to enhance these feelings. Fangea commitment tends to be lower when
the economy is such that employment opportunities ametifall. An abundance of job options will
surely lower continuance commitment, and there's nobtach a company can do about it. However,
although managers cannot control the external econtin@y,can do several things to make employees
want to stay working for the company—that is, to enhan@eiife commitment.

1. Enrich jobs. People tend to be highly committed to their organizatiortee extent that they have a
good chance to take control over the way they do theg gnd are recognized for making important
contributions.

2. Align the interests of the company with those of the empyees.Whenever making something
good for the company also makes something good for its emglolyeese employees are likely to be
highly committed to those companies. Many companies do tlitis duectly, by introducing profit
sharing plans — that is, incentive plans in which em@syeeceive bonuses in proportion to the
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company’s profitability. Such plans are often quite effecin enhancing organizational commitment,
especially when they are perceived to be administerdyl. fair

3. Recruit and select new employees whose values closely matbbse of the organization.
Recruiting new employees is important not only becayseitides opportunities to find people whose
values match those of the organization, but also beaasfudee dynamics of the recruitment process
itself. Specifically, the more an organization investsameone by working hard to lure him or her to
the company, the more that individual is likely to retthe same investment of energy by expressing
commitment toward the organization. In other words, congsatiiat show their employees they care
enough to work hard to attract them are likely to findséhandividuals strongly committed to the
company.

In conclusion, it is useful to think of organizationanemitment as an attitude that may be
influenced by managerial actions. Not only might peomesblected who are predisposed to be
committed to the organization, but also, various meastarsbe taken to boost commitment in the
face of indications that it is lagging.

OB IN ACTION — Increasing Effective Commitment

When 10% of his division’s employees were laid off, domismanager Juan Moreno did everything| he
could to help those employees by assisting them in findihgr giositions (i.e., giving them offige
space so they could organize their interviews, hiringectazeunselors to assist in resume preparation,
et cetera). Before the layoffs Mr. Moreno felt vggod about the satisfaction and commitment levels
in his division. After the layoff, he sensed diminidHevels of satisfaction and affective commitment
to the company. A recent survey of satisfaction kvedicated that Mr. Moreno’s division scored|in
the lowest quartile in affective commitment.

Affective commitment indicates employee satisfattwith an organization when the employee
feels attached to the organization because they wam with the organization. In this case, layoffs
have produced uncertainty and employees are most likaly ttieir loyalty is now unnoticed.
Explanations of reasons for layoffs are usually nffident. Employees that remain are also insegure
(as can be seen by the low scores). There are etyafiavenues that Mr. Moreno can pursue. His
actions seem good for those that have been laid offeter, employees probably want  actions that
would prevent layoffs (i.e., suggestions and actions ¢cease stability and security). These actions
could be salary reductions, restructuring, placement witier divisions, employee discussion |of
corporate problems, or some other type of security shield.

NEGATIVE ATTITUDES TOWARD CO-WORKERS: PREJUDICE
Thus far, our discussion has focused on two differetitudé objects: jobs and organizations.
However, we also develop attitudes toward another impoeiament of the work environment — other
people. Such attitudes are highly problematic when they ayatine, especially when these feelings
are based on misguided beliefs and prompt harmful behdejudice is the term used to refer to
attitudes of this type. Prejudicial attitudes often hold fedyack, creating an invisible barrier to
success commonly known as the glass ceiling.

At the root of prejudicial feelings is the fact that pedpled to be uncomfortable with those who
are different from themselves. Today, differencesvbeh people in the workplace are not the
exception, but the rule. For example, only a few yegs the American work force was composed
predominantly of white males. But that has been chanyifgte men now represent less than half the
current American work force, and this exhibit is rapidlggping to 40 percent. One key reason for this
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change is that growing numbers of African-AmericansplEnic Americans, Asian-Americans, and
foreign nationals are entering the U.S. work force.aAresult, it is more ethnically diverse than ever.
In addition, we now see gender parity in the workfoAdgout half of today's workforce is composed
of women, and well over half of all adult Americanm@n work outside the home.

What do these demographic changes mean for organizatioee®/Cthey bring with them several
important challenges. White males, for example, masbgnize that their era of dominance in the
workplace is over. In fact, many white men, so used taghe the majority, are highly threatened by
the prospect of losing this statéor females and members of ethnic minority groups, olddoarto
success must be broken, and acceptance by others mgainkd as old stereotypes and prejudicial
attitudes fade away only slowly. As you know, this is aotasy thing to do.

Because prejudicial attitudes can have devastating effectsoth people and organizations, we
will examine them closely in this section of the bod& give you a feel for how serious prejudices can
be, we will describe specific targets of prejudice in tharkplace and the special nature of the
problems they confront. We will then follow-up by describuagious strategies that have been used to
overcome prejudice in the workplace. Before doing thisyawer, we will describe exactly what is
meant by prejudice, and distinguish it from related cpte

Anatomy of Prejudice: Basic Distinctions

To understand prejudice it is useful to examine the troagaonents of attitudes described earlier — the
cognitive component, the evaluative component, and thevimrhal component. As you may recall, the
cognitive component refers to things we believe abouatéitude object, whether or not they are
accurate. In the case of prejudice, we tend to relgadiefs about people based on the groups to which
they belong. So, to the extent that we believe thaplperfom certain groups posses certain
characteristics, knowing that someone belongs to a gmufead us to believe certain things about
them. Beliefs of this type are known as stereotypes.

Stereotypes.As you surely realize, stereotypes, whether positiveegative, are generally inaccurate.
If we knew more about someone than whatever we naigétime based on his or her membership in
various groups, we probably would make more accurate judgmidotvever, to the extent that we
often find it difficult or inconvenient to learn everytlgi we need to know about someone, we fre-
guently rely on stereotypes as a kind of mental shorS&utfor example, if you believe that individuals
belonging to group X are lazy, and that person A beloaggdup X, you would be predisposed to
believe that person A is lazy too. Although this maydggchl, engaging in such stereotyping runs the
risk of misjudging person A. After all, he or she might be lazy at all despite the fact that you
assumed so based on the stereotype.

Nonetheless, assume you believe person A to beHsmy.do you feel about lazy people? Chances
are that you don't like them — that is, your evaluatibperson A would be negative. Would you want
to hire a lazy individual, such as A, for your company“bRbby not. Thus, you would be predisposed
against hiring A. Your prejudice toward person A is clear.

Discrimination. Prejudicial attitudes are particularly harmful when ledavioral predisposition turn
into actual behaviors. In such instances, people bedbeneictims of others' prejudices — that is,
discrimination. If prejudice is an attitude, then thinkdefcrimination as the behavior consistent with
that attitude.

Completing our example, you might refrain from hiringgoer A, or giving him or her a positive
recommendation. By acting this way, you would be behavimgistent with your attitude. Although
this may be logical, it is not in the best intergsthe individual involved. After all, your behavior may
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be based on an attitude formed on the basis of inaecstieteotypes. For this reason, it is important to
identify ways of overcoming the natural tendency to base attitudes on stereotypes and to
discriminate between people on this basis. Later inctiagter we will outline some strategies shown
to be effective in this regard. Before doing so, howettevpuld be useful to give you a feel for the
seriousness of prejudicial attitudes in organizations today

Halo Effects. A halo effect occurs when the perceiver's general isgpom of a target
distorts his or her perception of the target on spedifiiensions. Halos can also be negative (a person
can be mistakenly perceived as being different thanreraly are).

STRATEGIES FOR OVERCOMING WORKPLACE PREJUDICE:
MANAGING A DIVERSE W ORKFORCE
It's one thing to identify prejudicial attitudes and quiteother to eliminate them. Several major
approaches have been taken toward doing precisely thisdimgdiversity management prograrasd
mentoring programs.

Diversity Management Programs.In recent years, organizations have become increasinghgtpre

in their attempts to eliminate prejudice, and have takepain themselves to go beyond affirmative

action requirements. Their approach is not just to ditroader group of people than usual, but to
create an atmosphere in which diverse groups can floutidy. 8re not merely trying to obey the law

or attempting to be socially responsible, but they ga@e that diversity is a business issue. As one
consultant put it." A corporation's success will increglyi be determined by its managers' ability to

naturally tap the full potential of a diverse workfarcPiversity programs are more likely to be
successful if they include repeated efforts with follow-upvdeEs to see if the training accomplished
its objectives.

It is with this goal in mind that three-quarters of Amenicarganizations are adapting diversity
management programs — efforts to celebrate diversitgrégting supportive, not just neutral, work
environments for women and minorities. Simply put, the tyag philosophy of diversity
management programs is that cracking the glass ceilipgres that women and minorities are not just
tolerated, but valued.

Examples of objectives of diversity training programsudet
1. Making explicit and breaking down organizational membersgresttypes that result in
inaccurate perceptions and attributions.
Making members aware of different kinds of backgroundsemances, and values.
Showing members how to deal effectively with diversitiated conflicts and tensions.
Generally improving members’ understanding of each other.

hwn

Diversity training can include but is not limited to:

1. Role-playing in which participants act out appropriate iaagpropriate ways to deal with
diverse employees.

2. Self-awareness activities in which participants’ own ymiges and stereotypes are
revealed.

3. Awareness activities in which participants learn aboutretho differ them in lifestyle,
culture, sexual orientation, gender, and so on.

Education. Sometimes, effectively managing diversity requiresat thmembers of an
organization receive additional education to make thetterbable to communicate and work with
diverse employees and customers.
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Mentoring Programs. Mentoring is a process through which an experienced membeano
organization (the mentor) provides advice and guidance &s&igerienced member (the protégé) and
helps the less experienced person learn the ropes ahé dght things to advance in the organization.
A recent study of minority executives found that mdrant 70 percent of he executives had informal
mentors and they generally believe that mentors helped in their careers. Mentors are a key for
entrepreneurs trying to start their own businesses. Maegt@rograms can be formal or informal.
Successful mentoring requires:

* An atmosphere of mutual respect.

* An atmosphere of mutual understanding.

e The mentor must have the protégé’s best interestinith m

SEXUAL HARASSMENT
The term harassment describes the behavior of a pergmople that another person finds offensive,
aggravating, or otherwise unwelcome. Not all harassmeninlawful. In our society, the term
harassment is used very broadly. “Stop harassing c@’ mean, “Stop annoying me,” or “Stop
bugging me.” The definition of unlawful workplace harassmenmuch narrower than the general
definition of harassment. There are specific lawd &gal standards used to determine which
behaviors and actions are unlawful.

Sexual harassment can be either economic or envirdaheam is defined as unwelcome sexual
advances, requests for sexual favors, or other verbphysical conduct of a sexual nature. For a
subordinate employee to be sexually harassed by a supethisarnwelcome sexual behavior must
seriously impact the employee’s job or be used by therggpe as a basis for employment decisions
about the employee.

A majority of sexual harassment complaints areu@pd by one coworker against another.
However, to be considered unlawful sexual harassmenthaha@ssing coworker's conduct must
interfere with the employee’s work performance orateea hostile work environment. The sexually
harassing behavior must be unwelcome and severe or peruas way that causes the employee’s
working conditions to become intolerable.

Sexual harassment can take many forms, including comrabatg an individual's body, physical
touching, sexual stories, sexual comments, sexually é&xpdisters, calendars, cartoons, or other items
or actions of a sexual nature.

For harassment to be considered unlawful, it must be &lthe following:
* Related to a protected category

 Unwelcome

e Offensive to a reasonable person in the recipient’gipos

e Severe or pervasive

Key steps that organizations can take to combat theakkatassment problem include:

1. Develop a sexual harassment policy supported by top maesge This policy should:

a. Describe and prohibit both quid pro quo and hostile work envirahnsexual
harassment.
Provide examples of types of behaviors that are preibit
Outline a procedure employees can follow to report seharalssment.
Describe the disciplinary actions that will be takenifistances of sexual harassment.
Describe the organization’s commitment to educating amurigaorganizational
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members about sexual harassment.
Clearly communicate the organization’s sexual harasspwicly throughout the organization.
Investigate charges of sexual harassment with a faipleamh procedure.
Take corrective action as soon as possible once bd&s determined that sexual harassment
has taken place.
Provide sexual harassment training and education to all membee organization.
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CHAPTER 5
ORGANIZATIONAL COMMUNICATION AND POWER

LEARNING OBJECTIVES
After reading this chapter you will be able to:

* Define communication.

« Describe the various steps in the communication process.

» Distinguish between different forms of verbal meaimal their relative effectiveness.

» Identify the types of formal messages that flow idedént directions within an organization
chart.

* Describe how informal communication is different th&ésrmal communication in an
organization.

* Identify various methods for improving organizational comication.

* Define power.

« ldentify the four main types of position power and thér fimain types of personal power.

» Define organizational politics.

* Identify the major forms that organizational politiekes.

* Describe steps that can be taken to minimize the effedt organizational politics.

One of the main characteristics of behavior in orgaiomat is that it involves the
interrelationships between people. After all, employdast work in a vacuum. Even security
guards assigned to remote outposts eventually must hantactowith others in their
organization. When it comes to the world of work, tleaxlage, "no one is an island," is most
certainly true.

The dynamics of how people relate to each other innizgaons will be explored
throughout this section of the book, which focuses omugrprocesses. In particular, in this
chapter, we will focus on two key aspects of interpabogiations on the job: communication —
the processes through which people send information tersotind receive information from
them, and power — the capacity that people have to influeties. We are describing these
processes in the same chapter because they are so cidatdg. However, so that you may
fully appreciate the importance of each of these peasesve will discuss each separately.

THE BASIC NATURE OF COMMUNICATION
For an organization to function, individuals and groups masefully coordinate their efforts
and activities. Waiters must take their customers' oraetspass them along to the chef. Store
managers must describe special promotions to theis sahffs. Clearly, communication is the
key to these attempts at coordination. Without it, peopdeldv not know what to do, and
organizations would not be able to operate effectivelyat-#ll!

With this in mind, it should not be surprising that commmation has been referred to as
"the social glue ... that continues to keep organizatioed together,” and "the essence of

organizations. Given the importance of communication in organizatiorsy ynay not be
surprised to learn that managers spend as much as 80 pHrtieit time engaged in one form
of communication or another (e.g., writing a report, kpgato others, etc.). We will begin our
discussion of organizational communication by formallgad#ing the communication process
and then describing some of the forms it takes. Thaiicdibg on this foundation, we will
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describe several ways of improving organizational commuaitat

The Communication Process and Its Role in Organizations

Formally, we define communication as the process by whiplerson, group, or organization
(the sender) transmits some type of information (tlessage) to another person, group, or
organization (the receiver). Exhibit 1 clarifies this degion and further elaborates on the
process.

EXHIBIT 1
THE COMMUNICATION PROCESS
The process of communication consists of the steps stinauichere. It begins when a sender
has an idea that he or she wishes to send to a receiver.

. Transmission of encoded
message through media channels

Sender Receiver

Idea to | Encoded
be sent & | idea

Decoded N | idea
idea received

" Feedback to sender

Encoding. The communication process begins when one party has athataawishes to send
to another (either party may be an individual, a group, @néire organization). It is the sender's
mission to transform the idea into a form that carsént to and understood by the receiver. This
is what happens in the process of encoding — translatimeannto a form, such as written or
spoken language, that can be recognized by a receivernt@des information when we select
the words we use to send an e-mail message or when aletspgomeone in person.

Transmission via Communication Channels.After a message is encoded, it is ready to be
transmitted over one or more channels of communicéiorach the desired receiver. There are
many different pathways through which information traye@icluding telephone lines, radio and
television signals, fiber-optic cables, mail routes, amdn the airwaves that carry our voices.
Thanks to modern technology, people can choose fromda wariety of communication
channels to send both visual and oral information. Whiahehennel used, the communicator's
goal is the same: to send the encoded message accuwdteydesired receiver.

Decoding. Once a message is received, the recipient begins tkhessrof decoding — that is,
converting the message back to the sender’s origorah.fThis can involve many different
processes, such as comprehending spoken and written wondgrpreting facial expressions
(omit). To the extent that a sender's message isaetyireconstructed by the receiver, the ideas
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understood will be the ones intended.

As one might imagine, the process of comprehending atefpneting information
communicated by others can be highly complex and thug ljx@ne to errors. This would be
the case if, for example, we were conducting busimeasforeign country and were unfamiliar
with the language spoken by the client. However, it isum@ommon for misunderstandings to
occur even when communicating within one’s own natinguage. It is likely that any English
speaker can easily recall a time when they misconstu@gane’s intentions because of their
words, or lack thereof.

Feedback.Once a message has been decoded, the process of contimuc@a continue if the
receiver responds with a message to the sender.hén wrds, the person receiving the mes-
sage now becomes the sender of a new message. This eesaga is then encoded and
transmitted along a communication channel to the interelgdient, who then decodes it. This
part of the communication process is known as feedbapkowiding information about the
impact of messages on receivers. Receiving feedback adlemders to determine whether their
messages have been correctly understood. Of courseremaieed, feedback can trigger another
idea from the sender, initiating yet another cycleaimunication and triggering yet another
round of feedback. It is because of this cyclical nathed we call Exhibit 1 a continuous
communication process.

Noise. Despite its apparent simplicity, it probably comes @surprise that the communication
process rarely operates as flawlessly as the feedbapkdescribes. As we will see, there are
many potential barriers to effective communication. daiefers to the factors that distort the
clarity of messages that are encoded, transmitteddaodded in the communication process.
Whether noise results from unclear wording, a listenarattentiveness, or static along a
telephone line, ineffective communication is inevitatbig result.

Oral and Written Communication:The Power of Words

Verbal communication involves transmitting and receividgas using words. It can be either
oral, using spoken language (e.g., face-to-face talks, teleptmnversations) or written (e.g.,

memos, letters, e-mail messages). Written commuaitas often best expressed when the
message is routine and impersonal. A nonroutine messagée better communicated orally.

While written communication offers the advantage ofvghong a permanent record of the

message, it inhibits immediate feedback because th@aw®s are not in direct contact. Future
breakthroughs in electronic technology, such as computar<dn recognize the human voice,
may offer a new method of communication that offaesliest of both worlds.

Despite existing differences, these two forms of comoation share a key feature: They
all involve the use of words.

A Continuum of Verbal Media. Organizations rely on a wide variety of verbal me&ame

forms are considered rich because they are highly itikezaand foster the exchange of a great
deal of information. A face-to-face discussion is adgegample. A telephone conversation may
be considered a little less rich because it doesolvdhe parties to see each other. At the other
end of the continuum are communications media that@msidered lean because they are static
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(one-way) and involve much less information. Flyers lamiketins are good examples insofar as
they are broadly aimed and focus on a specific issugersealso are a relatively lean form of
communication. However, because letters are aimegpeafic individual, they are not usually

considered as lean as bulletins. Exhibit 2 summarizesomtinuum.

Although organizations rely on a wide variety of wrtteedia, two particular forms—
newsletters and employee handbooks—deserve specidiattbacause of the important roles
they play. Newsletters are regularly published internadudents describing information of
interest to employees regarding an array of business anthusiness issues. Although
newsletters are targeted at general audiences, theytbe important function of supplementing
other forms of communication in organizations. For eXxammany companies have found
newsletters to be useful devices for explaining afi@olicies and reminding everyone of
important decisions made at group meetings.

Employee handbooks also are important vehicles of rnate organizational
communication. These are formal documents describing dsrmation about the organization
— its policies, mission, and underlying philosophy. Handtsaare widely used today. Not only
are they effective at socializing new employees ih ¢company, but the explicit statements
they provide may also help to avoid serious misunderstgadind conflicts between employees
and the company's top management.

EXHIBIT 2
THE INFORMATION RICHNESS OF COMMUNICATION MEDIA
Communication media may be characterized along amanti ranging from highly rich, in-
teractive media (e.g., telephone and face-to-faceusismns) to lean, static media (e.g., flyers

and bulletins).
T

L ]
L ]
|
| 4
Fiyers and Memos ' Face-to-face
bulletins and letters | Tlnphie discussions
i i L ] L |
! o !
Lean Communications z LRfch Communications ]
:
% ]
Static . Interactive
(one-way) L] (two-way)

The Effectiveness of Verbal MediaMatching the Medium and the Message. Given that people
in organizations spend so much of their time using botham@ written communication, it is
helpful to analyze and determine which is most effectAs you might imagine, it's impossible
to provide a simple answer to this question. Howevegaref has provided a great deal of
insight into the matter.

For example, we know that communication is mostcéife in organizations when it
uses multiple channels—that is, both oral and writtessages.Oral messages help get people's
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immediate attention. Then, written follow-ups are fukdecause they provide permanent
documents to which people can later refer. Oral messdgedave the benefit of allowing for
immediate two-way communication between parties,red written messages are frequently
one-way, or take too long for a response. Not surprisingly,organizations, two-way
communications (such as face-to-face discussions aephta;e calls) occur more frequently
than one-way communications (e.g., memos).

However, the answer to the question of how effegtivaelparticular communications
medium works depends on the kind of message being sembelstudy researchers surveyed a
sample of managers about the media they preferred usingprmunicate two different
categories of messages — clear ones and ambiguous"Gnaag a subordinate a set of cost
figures" was considered an example of a clear messdggeas "getting an explanation about a
complex technical problem"™ was an example of an ambigueessage. The findings were
interesting: Managers preferred using oral media when comating ambiguous messages, but
written media for communicating clear messages.

Apparently, the managers were sensitive to the need gocaismmunications media that
allowed them to take advantage of the rich avenues forway oral communications when
necessary, and to use the more efficient one-waytenwrcommunications when they were
adequate. In fact, the study found that managers who fedlothis pattern were generally
considered more effective than those who did notdikgs such as these suggest that
demonstrating sensitivity to communicating in the most gpmate fashion is an important
determinant of managerial success.

FORMAL AND INFORMAL COMMUNICATION

Compare the following two situations: (1) The CEO dodr@é conglomerate announces plans for
new products to a group of stockholders. (2) One day in thehloom two administrative
assistants share the latest stories about someonehasdeen terminated. Although both
examples are typical of the kind of communicatiort thacurs in organizations, they differ in a
very important way. Specifically, the first examplesdebes a situation in which someone is
sharing official information with others who need tetanthis information. This is referred to as
formal communication. The second situation, howewevplves the sharing of unofficial
information about what's going on in the organization.sThs referred to as informal
communication. As you might imagine, both formal andonnmfal communications occur
commonly in organizations. For this reason, we will desdboth types of communication here.

Formal Communication: Messages Directed Through Organizationabtructure

Organizations are often described in ways that dictatemdnpand may not communicate with
whom. The formally prescribed pattern of interrelatiops existing between the various units of
an organization is referred to as organizational strucilthough we will discuss this topic
more fully in Chapter 11, here we describe the many impowags in which organizational
structure influences the communication process in orgaoizat

An organization's structure is commonly described by usingagrain known as an

organization chart. Such diagrams provide a graphic repeg¢genbf an organization's structure,
an outline of the planned, formal connections betweewrait®us units. An organization chart
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revealing the structure of a small part of a fictitiouganization, and an overview of the types of
communication expected to occur within it, is shown in Bikl3.

EXHIBIT 3
THE ORGANIZATIONAL CHART:
A SUMMARY OF FORMAL COMMUNICATION PATHS
The organizational chart indicates the formal pattércommunication within an organization —
that is, which individuals are required to communicatdr w#ch other. The types of messages
that tend to be communicated across different levelglargified here.

Information Instructions

President
and directives

I
l |

Vice Vice
President President
Manager Manager Manager Manager

Efforts at coordination

When looking at an organization chart you immediat@liice several boxes connected
by lines. Each box represents a particular job, asateld by the job titles noted. The lines
connecting the boxes show the formal lines of compaiimin between the individuals
performing those jobs—that is, who is supposed to communwidhewhom. This particular
organization chart is typical of most in that it shothiat people communicate formally with
those immediately above them and below them, as welhase at their own levels. Formal
communication between people several levels apart iegarlikely to occur. However, such
highly restricted arrangements are giving way to more d@ens of organizational structure in
many of today's organizations.

As you might imagine, the nature of formal communicatlwat occurs differs according
to people's positions in an organization. Even a quick &dkxhibit 3 shows that information
flows in three different directions—upward, downward, andeways. What type of
communication typically travels in each direction?

Downward Communication. To answer this question, suppose that you are a superdizar.
would you characterize the formal communication thatumccbetween you and your
subordinates—that is, communication down the organizatibart? Typically, downward
communication consists of instructions, directions anders—generally, messages that tell
subordinates what they should be doing. We would also expeéind feedback on past
performance flowing in a downward direction. A sales rganafor example, may tell the
members of her sales force what products they shoulprdi@oting. As formal information
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slowly trickles down from one level of an organizatitm the next level (occurs when
information is said to "go through channels"), it beesress accurate. This is especially true
when that information is spoken. In such cases, it isunasual for at least part of the message
to be distorted and/or omitted as it works its way dowmfome person to the next. (Anyone
who has ever played the game of "telephone" has exmel this firsthand.) To avoid these
problems, many companies have introduced programs in which civeynunicate formal
information to large numbers of people at differentls\all at one time.

Upward Communication. When information flows from lower levels to highewréls within an
organization, such as messages from subordinates tosthmgrvisors, it is known as upward
communication. Typically, such messages involve inforomathat managers need to do their
jobs, such as data required to complete projects. Thysmolude suggestions for improvement,
status reports, reactions to work-related issues, anddeas.

Although upward communication is the logical opposite of deard communication,
there are some important differences between them.eTéwese because of the difference in
status between the communicating parties. For exantplesi been established that upward
communication occurs far less frequently than downveamsimunication. In fact, one classic
study found that 70 percent of assembly-line workers iadi@ommunication with their super-
visors less than once a month. And, when people do cmmate upward, their conversations
tend to be far shorter than the ones they haveatiitérs at their own level.

Even more importantly, when upward communication does odtier information
transmitted is frequently inaccurate. Given that emmeyare interested in "putting their best
foot forward" when communicating with their bossesythave a tendency to highlight their
accomplishments and to downplay their mistakes. Assalt; negative information tends to be
ignored or disguised. This tendency for people to purposely @eomianunicating bad news to
their supervisors is known as the MUM effect. We needetaoncerned about this phenomenon
because supervisors can only make good decisions when theegdizd information available to
them. And, when subordinates are either withholding stoding information so as to avoid
looking bad, the accuracy of the information communa&dound to suffer.

Horizontal Communication. Within organizations, messages don't only flow up and down the
organization chart, but sideways as well. Horizontahmunication is the term used to identify
messages that flow laterally, at the same organizdtitavel. Messages of this type are
characterized by efforts at coordination, attemptsddkwogether. Consider, for example, how a
vice president of marketing would have to coordinate hiseorefforts with people in other
departments when launching an advertising campaign fowgreduct. This would require the
coordination of information with experts from manufastgrand production (to see when the
products will be available) as well as those from nedeand development (to see what features
people really want).

Unlike vertical communication, in which the parties atealifferent organizational levels,
horizontal communication involves people at the samel.l@herefore, it tends to be easier and
friendlier. It also tends to be more casual in tong accur more readily given that there are
fewer social barriers between the parties. This istoaday that horizontal communication is
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without its potential pitfalls. Indeed, people in differeepartments sometimes feel that they are
competing against each other for valued organizationauress, leading them to show re-
sentment toward one another. And when an antagoneimpetitive orientation replaces a
friendly, cooperative one, work is bound to suffer.

Informal Communication: Beyond the Organization Chart

It's probably obvious that a great deal of communicatiomrgmnizations goes far beyond
sending formal messages up, down, or across organizatots.chio get a complete picture of
organizational communication we also must pay attentmninformal communication—
information shared without any formally imposed obligadion restrictions.

Characterizing Informal Organizational Communication. When people communicate
informally they are not bound by their organizationalifimss. Anyone can tell anything to
anyone else. Although it would clearly be inappropriate &omail room clerk to share his
thoughts with a vice president about matters of corpgralicy, both parties may be perfectly at
ease exchanging funny stories. The difference liekdrfdct that the funny stories are unofficial
in nature, and are communicated informally—that is, witHollbwing the formal constraints
imposed by the organization chart.

It is easy to imagine how important the flow of infotnmaformation may be within
organizations. People transmit information to thosé wihom they come into contact, thereby
providing conduits through which all sorts of messagedrearl. Research has shown that such
informal connections may explain the very important nizstional phenomenon of turnover.
For example, studying informal communication patterns ifast food restaurant, scientists
observed that the people who left their jobs tenddaetones who kept in touch with individuals
who left earlier to take new positions. This makes eehgou think about it: After all, people
who communicate informally with their workmates abowettér job opportunities in other
companies are likely to be the ones who take advantagiebfopportunities.

When anyone can tell something informally to anyone élsesults in a very rapid flow
of information along what is commonly called “the grapevViidis term refers to the pathways
along which unofficial information travels. In contrastformal organizational messages, which
might take several days to reach their destinations,n&bon traveling along the organizational
grapevine tends to flow very rapidly. In fact, it is nmusual for some messages to reach
everyone in a large organization in a matter of a few$ioNe already explained that this is the
case because informal communication crosses orgamahtiooundaries and is open to
everyone. There is another reason as well. Nameligrmal information tends to be
communicated orally, and oral messages not only reack people, but do so more quickly
than written messages.

As we noted earlier, however, oral messages run skeofibecoming inaccurate as they
flow between people. Because of the possible confusion\grgsecan cause, some people have
sought to eliminate them. However, they are not nedgssad. In fact, informally socializing
with our co-workers can help make work groups more cohesingealso may provide excellent
opportunities for the pleasant social contacts thakerlife at work enjoyable. Regardless of
whether they're helpful or harmful, the grapevine mustconsidered an inevitable fact of
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organizational life.

Rumors: The Downside of Informal Communication. Although the information
communicated along the grapevine may be accurate in s@pects, it may be inaccurate in
others. In extreme cases information may be trangirittat is without any basis in fact and is
unverifiable. Such messages are known as rumors. Thpicainors are based on speculation,
someone's overactive imagination, and wishful thinkiather than on facts.

Rumors race like wildfire through organizations becausdrtformation they contain is usually

very interesting and vague. This ambiguity leaves messgggsto embellishment as they pass
orally from one person to the next. Before you knowalipost everyone in the organization has
heard the rumor, and its inaccurate message comegaidreas fact ("Everyone knows it, so it
must be true"). Hence, even if there may have beempeafpoint, some truth to a rumor, the
message quickly grows untrue.

The question arises: What can be done to counter feetebf rumors? You may be
tempted to consider directly refuting a rumor. This apphoworks best whenever a rumor is
highly implausible and is challenged immediately by arefpmhdent source. What worked best
at countering the rumor, research showed, was remimaiogle about other things they already
believed about a companyot surprisingly, advertising campaigns (including public retati
efforts by politicians rumored to be involved in varionarglals) frequently devote more time to
redirecting the public's attention away from negathaughts and toward positive ones that they
already have.

Strategies for Improving Organizational Communication

Given how important it is for people in organizationg€tamunicate with each other in a clear,
open, and accurate fashion, it is worthwhile to considayswof improving organizational
communication. With this in mind, we will describe saléried-and-true techniques.

Encourage Open Feedbackin theory, it's simple: If accurate information ig tkey to effective
communication, then organizations should encourage feedhack, after all, feedback is a
prime source of information. However, we say "in tly¢drecause it is natural for workers to be
afraid of the repercussions they may face when beingragly open with their superiors.
Likewise, high-ranking officials may be somewhat appnshe about hearing what's really on
their workers' minds. In other words, people in organizatioay be reluctant to give and to
receive feedback—a situation that can wreak havoc genmational communication.

These problems would be unlikely to occur in an organizakichmate in which top
officials openly and honestly seek feedback and in wloalet-level workers believe they can
speak their minds with impunity. But how can this be acdisimpd? Although this is not easy,
several successful technigues for opening feedback charmadsbeen used by organizations.
Among these are the following:

360-degree feedback-Formal systems in which people at all levels give feekilia
others at different levels and receive feedback fronmthas well as outsiders—including
customers and suppliers. This technigue is used in such caspasiAlcoa, General Mills,
Hewlett-Packard, Merck, Motorola, and 3M.
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Suggestion systems-Rrograms that invite employees to submit ideas about bave-s
thing may be improved. Employees are generally rewarded thled ideas are implemented.

Corporate hotlines—Telephone lines staffed by corporate officials readyabtswer
questions and listen to comments. These are particulsefyl during times when employees are
likely to be full of questions because their organizegiare undergoing change.

Use Simple LanguageNo matter what field you're in, chances are good thhast its own
special language—also known as jargon. Although jargon mestlgrhelp communication
within specialized groups, it can severely interfere witmmunication among the uninitiated.

The trick to using jargon wisely is to know your audied€¢he individuals with whom
you are communicating understand the jargon, using it edn facilitate communication.
However, when addressing audiences whose members areilianfanh specialized language,
simple, straightforward language is bound to be mosttefée In either case, the rationale is the
same: Know your audience. Although you may be tempted ttotiypress your audience by
using big words, you may have little impact on them and evay appear condescending if they
don't understand you. Our advice is clear: Follow the KSI.Brinciple—that is, keep it short and
sweet.

Avoid Overload. Imagine this scene: You're up late one night at theoénide term as
you're writing a paper and studying for finals (or at léaghg to) all at the same time. Your
desk is piled high with books when your roommate comes egxplain what you should do to
prepare for the end-of-semester party. If this sounddl &nailiar to you, then you probably
know only too well that it's unlikely that you'd be abtedive everything you're doing your
utmost attention. After all, when people are confrdntéth more information than they can
process at any given time, their performance tendsuffers This condition is known as
overload.

Staying competitive in today's hectic world often requdesgg many things at once—
but without threatening the performance that often resulien communication channels are
overloaded. Fortunately, several things can be doneoid,aw at least minimize, the problem of
overload. Among these are the following.

Rely on gatekeepersPeople whose jobs require them to control the tidwnformation
to potentially overloaded individuals, groups, or organizatiares known as gatekeepers. In
making appointments for top executives, administratigstts are providing a gatekeeping
service.

Practice queuing.A "queue" is a line. So, queuing involves lining up incomingrinfo
mation so that it can be attended to in an orderlyidas Air traffic controllers do this when they
"stack" incoming planes in a holding pattern so as to ptetiem from tragically "overloading"
the runway.

Walk the Talk. When it comes to effective communication, actionirdiefly speaks
louder than words. Too often, communication is hamperethdypractice of saying one thing
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but meaning another. And, whenever implicit messages, (Bwe may be cutting jobs")
contradict official messages (e.g., "don't worry, thengany is stable"), confusion is bound to
result.

This is especially problematic when the inconsistemmyes from the top. In fact, one of
the most effective ways of fostering effective orgatmweal communication is for CEOs to
"walk the talk" that is, to match their deeds to theards. After all, a boss would lose credibility
if she told her employees "my door is always opendo,'ybut then was never available for
consultation. Good communication demands consistenay, #anthe words to be heard as loud
as the actions, they must match up.

Be a Good Listener.Effective communication involves more than just preggig messages
clearly. It also involves doing a good job of comprehenditigers. Although most of us take
listening for granted, effective listening is an importskitl. In fact, given that managers spend
about 40 percent of their time listening to others, bubale 25 percent effective, listening is a
skill that could stand to be better developed in mostsoMWhen we speak of effective listening
we are not referring to the passive act of just takinoformation that so often occurs. Rather,
effective listening involves three important elements.

* Being nonjudgmental while taking in information from others
* Acknowledging speakers in ways that encourage them tanoergpeaking.
* Attempting to advance the speaker's ideas to the next step

It is worthwhile to consider what we can do to imprawer own effectiveness as
listeners. Fortunately, experts have offered severad gaaygestions, some of which are
summarized in Exhibit 4. Although it may require some effoitorporating these suggestions
into your own listening habits will provide surprising bersefit

Given its importance, it should not be surprising thanynorganizations are working
hard to improve their employees' listening skills. Feaireple, Unisys has long used seminars
and self-training audiocassettes to train thousands efrifdoyees in effective listening skills.
Such systematic efforts at improving listening skills repnées wise investment for the outcome
shows that good listening definitely pays off. Indeed, mebelas shown that the more effective
one is as a listener, the more likely he or she igetopromoted to a management position and
perform effectively in that role.

OB IN ACTION — The Consequences of Poor Listening Skills

Mr. Winston, a product manager, found out that his subatelinviewed him as an ineffective
leader. The problem seemed to be a breakdown in comrtionied the workplace. Failure {o
provide information was a common complaint against him. M#inston also began to
understand that he was perceived as a poor listener. MstO realized he had a problem and
he had to make changes quickly or lose some of hist¢éalesmployees. He decided to change
his communication style and have regular meetings to apelnes of communication. His
employees immediately sensed the change in leadergl@mstd positively responded.
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POWER: HAVING AN IMPACT ON OTHERS
If you were to think about the most effective managershaue known, chances are good that
you'd recognize that they were all pretty good at one itapbthing—getting others to do as
they wished. That is, they have power over others—etpacity to influence others in some
desired fashion.

EXHIBIT 4
TIPS FOR IMPROVING YOUR LISTENING SKILLS
Being a good listener is an important skill that can eobadhe effectiveness of communication
in organizations. Although it may be difficult to follave suggestions outlined here, the
benefits may be worthwhile.

Suggestions Description

Do not talk while being spoken to. It is difficult, if natpossible, to listen to another while you are
talking yourself.

Make the speaker feel at ease. Help the speaker feabfspeak as he or she desires by being
interested and making eye contact.

Eliminate distractions. Don’t focus on other things: pagrdion only to the speaker.

Show empathy with the speaker. Try to put yourself in thalsgts position, and try to see his or her
point of view.

Be as patient as possible. Take the time needed to hegthawgithe speaker has to say.

Hold your arguments. If you're busy forming your own argumeyds,cannot focus on their
points.

Ask questions. By asking questions, you demonstrate thatrgdistening, and make

it possible to clarify areas of uncertainty.

Now, if you thought about it further, you'd probably recogrtizat despite being so
highly influential, these powerful managers accomptisivbat they wanted using very different
strategies. For example, one manager may have beestvagightforward, explaining why it is
best to behave a certain way (e.g., "This works besause..."). Another may have brought
pressure to bear (e.g.. "Do it this way, or else.THjs raises an important question that we will
examine in this section of the chapter: How do peopleieante others in organizations? Put
differently, from where do they draw their power?

In answering this question we will focus on two majategaries of power—that which
comes from the position that someone holds, and thathveomes from the person's individual
gualities.

Influence That Comes with the Office: Position Power

A great deal of the power that people have in organizationges from the posts they hold in
those organizations. In other words, they are able faeinée others because of the formal
power associated with their jobs. This is known as jposgower.

For example, there are certain powers that the mesof the United States has simply
due to the authority given to the office holder (e.@nisig bills into law, making treaties, and so
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on). These formal powers remain vested in the persdrage available to anyone who holds that
position. When the president's term is up, these powansfer to the new office holder. There
are four bases of position power: legitimate power, réwaower, coercive power, and
information power.

Legitimate Power. The power that someone has because others recogniaecemt his or her
authority is known as legitimate power. Let's conside example to which all students can
easily relate. You recognize that your instructors hhgeauthority to make class policies and to
determine grades. In other words, they have legitimateepawer the class. However, if
someone were to challenge the teacher's decisigimgsdwho are you to do that?" the answer
might be, "I'm the instructor, that's who!" This exchamgmuld clarify the legitimacy of the
office holder's behavior.

It is important to note that legitimate power coverslatively narrow range of influence,
and that it is considered inappropriate to overstep thesmds. For example, whereas a
corporate executive may rely on her legitimate powkemrequiring her secretary to type and
fax a company document, it would be an abuse of powesktithat same individual to type her
son's homework. This is not to say that the secretagiitmot take on the task as a favor, but
doing so would not be the direct result of the bossmdbauthority. Legitimate power applies
only to the range of behaviors that are recognized areptant as appropriate by the parties and
institutions involved.

Reward Power. Associated with holding certain jobs comes the powerotdrol the rewards
others receive. This is known as reward power. Extending teacher-student example,
instructors have reward power over their students insafdhey may reward them with high
grades and glowing letters of recommendation. In the chseanagers, the rewards available
may be either tangible (e.g., raises and promotionstamgible (e.g., praise and recognition). In
both cases, access to these desired outcomes givestpdheiindividuals who control them.

Coercive Power.In contrast, power also results from the capaoitgdntrol punishment. This is
known as coercive power. Although most managers do r@uskng the threat of punishments,
it is a fact of organizational life that many peopméyron coercion. If any boss has ever directly
told you to do something "my way or else," or even ieglit, then you are probably all too
familiar with coercive power.

Often, people have power simply because others knowthibg have the opportunity to
punish them, even if the threat of doing so is not maghicé. For example, in the military,
when your commanding officer asks you to do something, yast somply since that request
can turn into an order, with severe consequences fogaing along. In private organizations
too, threats of demotions, suspensions without pay, angnassints to undesirable duties may
enhance the coercive power of many managers.

Information Power. The fourth source of power available to people by virtutheif positions

IS based on the data and other knowledge at their disgdsalis known as information power.
Traditionally, people in top positions have availableit®m unique sources of information that
are not available to others (e.g., knowledge of company peaftoe, market trends, and so on).
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As they say, "knowledge is power,"” and such informagoeatly contributes to the power of
people in many jobs.

Although information power still exists, it is becomingead potent source of power in
many of today's organizations. The reason is that teagpdbas made it possible for more
information to be available to more people than evesrbefAs a result, information is generally
no longer the unique property of a few individuals holding spgmositions. Extending this
thought, however, when you consider the unique skills a$e¢hndividuals who develop new
technology, it is easy to understand why they are dcftenery powerful members of today's
organizations.

Tips for Gaining Position Power. As you read these descriptions of the different sountes
position power you may have found yourself wondering whatogald do to enhance your own
position power where you are working. If so, don't fegf-sonscious about being "power
hungry.” On the contrary, you may find it comfortingkimow that building a strong power base
is an important first step toward becoming a successader (see Chapter 7). Learning to use
(but not abuse!) the power at your disposal is key in dgand.

Influence That Comes from the Individual: Personal Power

Thus far, we've discussed power based on an individual'sopositan organization. Although
this is an important source of power, it is not the amg. People also derive power from their
own unique qualities or characteristics. This is knowneasgnal power. There are four sources
of personal power: rational persuasion, expert powé&rent power, and charisma.

Rational Persuasion.Suppose you are chair of the board of a large high-tecipany. Based
on your business savvy, you don't like what you see wheroghuirito the future. Some of your
products are doing okay, but others are faltering. Sometlaisgohbe done. You see the need to
invest in several new products, which, although unproven, whevie hold the key to the
company's success—indeed, its survival. How do you go abovincomy the company's other
directors and its Chief Operating Officer to move ia tlirection you favor? People facing such
situations tend to rely on rational persuasion — teatusing logical arguments and factual
evidence to convince others that a certain idea is addepta

As you might imagine, rational persuasion is highly &ffe when the parties involved
are intelligent enough to make their cases strongly andrtgprehend them clearly. Given that it
is based on clear logic, good evidence, and the desimdgdhe company, rational persuasion is
likely to be highly effective. Not surprisingly, rationpérsuasion is widely used among top
executives all the time.

Expert Power. Returning to our example, it's easy to imagine that as ohthe board you have

considerable expertise in the business—and, that everyonadayou knows and appreciates
this. As such, it also may be said that you possess tegparer—that is, power based on

recognized superior knowledge of a particular field. Athletiaches may be considered a good
example of people with expert power. After all, suchvittiials have power over athletes to the
extent that they are recognized as knowing what is(besl have the winning record to back it
uph). Once experts have proven themselves, their powaraitiers can be considerable. After
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all, people will respect and want to follow thoseha know.

Should a supervisor's expertise be doubted, however, anyr p@ver she may have
based on that expertise is threatened. Insofar asens @xpected to be an expert on everything,
this is not necessarily problematic. The less-than+éxeson (even the boss!) simply can admit
his or her shortcomings and seek guidance from others.elfrslalevelop, however, if someone
in a formal position of power has not yet developedal lef expertise that is acknowledged and
respected by lower-ranking persons. Those who have nabrdgrated their expertise clearly
lack this important source of personal power. Howeverplpewhose expertise is highly
regarded are among the most powerful people in orgamsatio

Referent Power.As you know from experience, it is not only someoag{sertise, but his or her

personal qualities, that form the basis of our adnoinator others in organizations. Individuals
who are liked and respected can get others to go alongtheth simply because of that fact
alone—a type of influence known as referent power. Whenggalong with something your

friends want to do (e.g., go to a certain movie tya might not prefer to see) you are
influenced by their referent power. This occurs in orgemns all the time. For example, senior
managers who possess desirable qualities and good reputagnsave referent power over
younger managers who identify with them and who wismtalate them. Because they like this
individual, they may go along with his or her influence i ipts.

Charisma. Finally, some people are liked so much by others that déine said to have the

quality of charisma—an engaging and magnetic persondliigre's no ignoring the fact that
some people become highly influential because of theriematic ways — that is, because of
how they inspire others to do things.

What makes such individuals so influential? Four majotofs appear to be involved.

1. Highly charismatic people have definite visions of theufe of their organizations and
how to bring them to reality. Mary Kay Ash, the falen of Mary Kay Cosmetics, for
example, is widely regarded to be such a visionary.

2. People with charisma tend to be excellent communicatorfact, they tend to rely on
colorful language and exciting metaphors to excite the/dro

3. Charismatic individuals inspire trust. Their integritynsver challenged, and is a source
of their strength. Former U.S. President John F. Kdprhas been so described by many
historians.

4. People with charisma make others feel good about thersséley are receptive to
others' feelings and acknowledge them readily. "Congrantbn a job well done" is a
phrase that may flow freely from a charismatic indiisal.

As we have reviewed here, people may influence othersrtue\of both the jobs they have
and their individual characteristics.

Organizational Politics: Possible Abuses of Power

Underlying our discussion of power has been the assumptdméople attempt to influence
others so as to get the job done—that is, for the godtheobrganization. Although this is
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generally true, sometimes however, people purposely mfeiethers in ways that actually harm
the organization, but that help them personally. Suchaaetknown as organizational politics —
behaviors that are not officially approved by an orgaivrathat people take to promote their
own self-interest at the expense of the organizatimtésest. Politically motivated acts often
represent abuses of power.

As you might imagine, acts of organizational politics dd occur at random. Rather,
they tend to occur under certain conditions. Specificadblitically motivated acts are most
likely to occur in organizational units in which clear p@s are nonexistent or lacking, as
opposed to those in which there exist more clearly defmled and regulations. When there are
clear-cut rules about what to do, it is unlikely that peayilebe able to abuse their power by
taking political action. However, when people are wagkimder highly novel and ambiguous
situations — those in which the prevailing rules are uneléhe stage is set for political behavior
to result, which raises a question regarding the spdaifias that such behavior may take.

What Forms Do Organizational Politics Take?To best understand organizational politics, we must
recognize its various forms. Specifically, five majorhi@ques of organizational politics are most
often seen. These are as follows.

Restricting access to information Although people don't always engage in outright lying and
falsification, they may be inclined to control othexstess to information in ways that enhance their
own power. For example, people may withhold informatieat makes others look bad, avoid contact
with others who are expected to press them for thirgsdbn't want to say, and so on.

Cultivating a favorable impression People interested in being highly influential tend to gb o
of their way to engage in some degree of image buildingempts to enhance the goodness of one's
impressions on others. This may take the form of assogiaineself with others' successful
accomplishments and drawing attention to one's own ssese

Developing a base of supportTo successfully influence others, it is often uséb gain the
support of others in the organization. With this in mindpnagers may "lobby" for their ideas before
they officially present them at meetings, and "callfawvors" they have done for others in the
organization.

Blaming and attacking others A commonly used political tactic involves finding a scapégoa
that is, someone to put blame on for some failure rongdoing. Explaining that something is really
someone else's fault, making another "take the falts tiee real culprit "off the hook" for it—until
the truth comes out, of course.

Aligning with those more powerful. One of the most direct ways to gain power is by aatagi
oneself with those that are higher in power. This imaylone by finding a more powerful person to
serve as one's mentor (see Chapter 5), and by banding togetrenally with others to form
coalitions (see Chapter 8).

How Do You Deal with Organizational Politics? Given how fundamental the desire and need for
power appears to be among people, and how differencesvier @oe widespread in organizations, it

seems safe to say that organizational politics is iabMt And, as the effects of organizational

politics generally tend to be negative, this is not go®asn Although it may be impossible to totally

eliminate organizational politics, it is important fomanagers to consider ways of minimizing the

effects of political behavior. Fortunately, severatitachave proven effective.
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» Clarify job expectations. To the extent that political behavior is nurtured kbybayuity, it
follows that reducing ambiguity may help reduce politieativity. With this in mind, it
behooves managers to give well-defined work assignmedtsoaexplain in detail exactly how
work performance will be evaluated. Such efforts may etofar as they allow employees to
gain power by meeting their job expectations instead gldoying political games.

* Open the communication processPeople find it difficult to foster their own goals tite
expense of organizational goals when the communicatiocepsas open to scrutiny by all. For
example, when budget allocations are made openly (heguaced to all) it is much more
difficult to make questionable deals with others thanmthe communication process is closed.

« Be a good role modellt is well established that higher-level personneltket standards by
which lower-level employees operate. As a result, aagager who is openly political in the use
of power is likely to send the message that it is ptad#e for subordinates to behave the same
way. Engaging in dirty political tricks teaches subordigdt®t such behaviors are the accepted
practice.

« Do not turn a blind eye to game playersSuppose you see one of your subordinates attempting
to gain power over another by taking credit for thatviallial's work. Immediately confront this
individual and do not ignore what he or she did. If the@eibelieves that he or she can get away
with it, that individual this behavior.

In conclusion, practicing managers need to realize bleaause power differences are basic to
organizations, attempts to gain power advantages througicagdomaneuvers are to be expected.
However, a critical aspect of any manager's job ietlirect these political activities away from any
threats to the organization. Although it may be unrealist expect to totally eliminate political dirty
tricks, the suggestions offered here should provide some | ugeifielines for minimizing their
impact.
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CHAPTER 6
GROUPS AND TEAMS IN ORGANIZATIONS

LEARNING OBJECTIVES
After reading this chapter you will be able to:

« Define and distinguish between various types of formdliaformal groups.

» Describe the role of norms in organizations and how deselop.

* Explain the social facilitation effect.

» Describe the social loafing effect and how it may becme.

* Define team and explain what makes a team different fin ordinary work group.

» Describe the general effectiveness of work teams.

» Identify ways of overcoming obstacles to team effectess.

* Describe the nature of four important kinds of groups in megéions and how and why
they help an organization achieve its goals.

What do the following situations have in common? A cott@aimeets to prepare the budget for
next year. The company bowling team gathers at the lemethe night's big match. Seven
engineers work together to find ways to improve produetgal he answer is that all involve the
coordinated interaction between individuals working togefbesome specific purpose. In other
words, they arg@roups.As you know, a great deal of the work performed in orgaéiozs is done
by groups. In light of this, it makes sense to understaadygpes of groups that exist and the
variables governing the inter-relationships among them andidodis—commonly referred to as
group dynamicsThis will be our focus in the first half of this chapter.

Then, after examining the general nature of groups weshift our focus to a specific type
of group that is growing in popularity in today's organizatieteams.These are groups in which
people are strongly committed to achieving their goals dirett themselves toward attaining
them. We will clarify the nature of teams, about whibhre has been some confusion, and then
review cases in which teams have been used successfuliganizations. However, using teams
can be tricky, so we also will describe some obstaoléesam effectiveness and how they may be
overcome.

THE NATURE OF GROUPS
To understand the operation of groups in organizations,nedessary to define exactly what a
group is and the types of formal and informal groups that.exi

What Is a Group?

Imagine waiting in a line at the bank one day along with bther people. Now compare this

collection of individuals to your company's board of clioes. Although in our everyday language

we may refer to the people waiting in line as a grougy ttertainly are not a group in the same
sense as the members of the board. Obviously, a groopresthan simply a collection of people.

But, what exactly is it that makes a group a group?

Social scientists have formally defined a groumamllection of two or more interacting
individuals with a stable pattern of relationships between them whe sbaxmon goals and who
perceive themselves as being a groupt's consider the various elements of this definition
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separately.

First, groups are composedtafo or more people in social interactiolm other words, the
members of a group must have some influence on each Wthether the interaction between the
parties is immediate and occurs face-to-face, such @snmmittee meetings, or is delayed, such as
might occur when a written draft of a document is dat®d for comments, the parties must have
some impact on each other to be considered a group.

Second, groups must possestable structureAlthough groups can change, and often do,
there must be some stable relationships that keep group metogetiser and functioning as a
unit. A collection of individuals that constantly chaade.g., those waiting on the bank line with
you) would not be considered a group.

A third characteristic of groups is thatembers share common interests or gobts:.
example, members of a company's safety committee atk sl common goal in keeping the
workplace free of danger.

Fourth, and finally, to be a group, the individuals involwedst perceive themselves as a
group. Groups are composed of people who recognize each othanasilaer of their group and
they can distinguish these individuals from nonmembaffsether it's the members of a corporate
board of directors or a company softball team, peoplsviaubo is in their group and who is not.
In contrast, the people waiting with you in line at tlaal probably don't think of each other as
being members of a group. Although they stand close togeti#rmay have passing con-
versations, they have little in common (except, pesha shared interest in reaching the front of
the line) and fail to identify themselves with the otherthe line.

As these four characteristics suggest, groups are veryaspediections of individuals.
Despite these specific requirements, there are a vadety of different types of groups that may
be identified within organizations.

Formal and Informal Groups

Although a military combat unit, the president's cabinet] the three-person cockpit crew of a
commercial airliner are certainly all very differelnom each other, they are all groups. So, to
clarify our understanding of the nature of groups, it ipfaélto describe the different types of
groups that exist. In this regard, it is useful to distislglietween formal groupand informal
groups(see Exhibit 1).

Formal Groups. Groups created by the organization and that are intefljiatesigned to direct
members toward some important organizational goal are krasmormal groups. One type of
formal group is referred to ascammand group-a-group determined by the connections between
individuals who are a formal part of the organizatioe. (those who can legitimately give orders
to others; see Chapter 5). For example, a command grouperiaymed by the vice president of
marketing, who gathers together her regional marketirggtdirs from around the country to hear
their ideas about a new national advertising campaigmr@and groups are determined by the
organization's rules regarding who reports to whom, andubeslly consist of a supervisor and
his or her subordinates.

A formal organizational group also may be formed arouncessprcific task. Such a group
is referred to as aask group.Unlike command groups, task groups may be composed of
individuals with some special interest or expertise specific area regardless of their positions in
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the organizational hierarchy. For example, a companyhaag a committee on equal employment
opportunities whose members monitor the fair hiring pcastof the organization. It may be com-
posed of personnel specialists, corporate vice presigemsyorkers from the shop floor. Whether
they are permanent committees, knownstmnding committeesr temporary ones formed for
special purposes (such as a committee formed to recomsmdumibns to a parking problem),
known asad hoc committeesr task forcestask groups are commonly found in organizations.

Informal Groups. Not all groups are as formal as those we have identiir@ohy are informal in
nature. Informal groups develop naturally among an organizagersennel without any direction
from the management of the organization within which tbegrate. One key factor in the
formation of informal groups is a common interest stary its members. For example, a group of
employees who band together to seek union representatizrhio march together to protest their
company's pollution of the environment, may be callethnest groupThe common goal sought
by members of an interest group may unite workers at rddfeyent organizational levels. The
key factor is that membership in an interest group isintaly — it is not dictated by the
organization, but encouraged by an expression of commeneats.

EXHIBIT 1
TYPES OF GROUPS
Within organizations there are likely to beth formal groupgsuch as command groups and task
groups) andnformal groupgsuch as interest groups and friendship groups).

Groups

AN

Formal Groups Informal Groups
Command Task Interest Friendship
Groups Groups Groups Groups

Of course, sometimes the interests that bind individuzdether are far more diffuse.
Groups may develop out of a common interest in particigati sports, or going to the movies, or
just getting together to talk. These kinds of informalups are known afriendship groups.
Friendship groups extend beyond the workplace because thegeayportunities for satisfying
the social needs of workers that are so importartetio tvell being.

Informal work groups are an important part of life in orgations. Although they develop
without direct encouragement from management, friendsloiffen originate out of formal
organizational contact. For example, three employsesing along side each other on an
assembly line may get to talking and discover their muttetest in basketball, and decide to get
together after work to shoot hoops. As we will see in Gdrat such friendships can bind people
together, helping them cooperate with each other, and h@mye beneficial effects on
organizational functioning. (Our discussion thus far has sigdehat people have many different
reasons for joining groups.
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GROUP DEVELOPMENT OVER TIME: THE FIVE-STAGE MODEL
All groups change over time as group members come and gap taeks and goals change; and
group members gain experience in interacting with each.othe well-known model of group
development is Bruce Tuckman'’s five-stage model. The risostalges are:

1. Forming—group members try to get to know each other and establigonanon
understanding as they struggle to clarify group goals andndets appropriate behavior
within the group.

2. Storming—characterized by considerable conflict—group members resigj bentrolled
by the group and disagree about who should lead the group amholwvpower the leader
should have.

3. Norming—group members really start to feel that they belonghto group, and they
develop close ties with one another.

4. Performing—the group is ready to tackle group tasks and work toward achigyoup
goals—the real work gets accomplished in this stage.

5. Adjourning—the group disbands after having accomplished its goals.

Research indicates that though possible in some cades| groups go through the Tuckman's
five stage model or in the order suggested.

GROUP DYNAMICS: PEOPLE WORKING WITH OTHERS
To understand the dynamics of groups it is essentialotssider the way groups influence
individuals and the way individuals influence groups. We willraike precisely how this occurs
in this section of the chapter.

Group Norms: Unspoken Rules of Group Behavior

From your own experiences in groups you probably already kommvimportant way in which
groups influence people—that is, by imposing ways of thinking) @ting that are considered
acceptable. If anyone has ever told you, "that's not tlyeweado things around here," then you
probably already know how potent these effects can et \Wbu might not know, however, is
that such informal forces constitute a key aspect of grgonprdics known as norms. Specifically,
a norm is a generally agreed-upon set of roles that gthddsehavior of group members.

Norms differ from organizational policies in that thene informal and unwritten. In fact,
norms may be so subtle that group members may not evawdre that they are operating. Yet,
their effects can be quite profound. For example, groum&ionay regulate such key behaviors as
honesty (e.g., whether or not to steal from the compangnners of dress (e.g., a coat and tie is
required), and the punctuality of meetings and appoinsn@ng., whether or not they generally
begin on time). In so doing, norms help regulate groupskeepd them functioning in an orderly
fashion.

It is important to note that norms can be eitpegscriptive—dictatingvhat should be
done—orproscriptive—dictatinghe behaviors that should be avoided. For example, groups ma
develop prescriptive norms to follow their leader,mheélp a group member who needs assistance.
They also may develop proscriptive norms to avoid absermeto refrain from blowing the
whistle on each other. Sometimes the pressure to comfonorms is subtle, as in the dirty looks
given a manager by his peers for going to lunch with dnéheo assembly line workers. Other
times, normative pressures may be quite severe, suaies one production worker sabotages
another's work because he is performing at too high § lee&ing his co-workers look bad.

How Do Norms Develop?Vhy do norms come about? Several key factors appea itovblved.
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First, norms develop due fwrecedents set over timé&/hatever behaviors emerge at a first group
meeting usually will set the standard for how that groupoi®perate. Initial group patterns of
behavior frequently become normative, such as wheoelpesit, and how formal or informal the
meeting will be. Such routines help establish a prelliet@rderly interaction pattern.

Second, norms develop becausearfyovers from other situation&roup members usually
draw from their previous experiences to guide their bemavio new situations. The norms
governing professional behavior apply here. For exampke,nbrm for a physician to behave
ethically and to exercise a pleasant bedside manrgensralizable from one hospital to another.
Suchcarryover normsones that generalize between different contexts,asaist in making in-
teraction easier in new social situations.

Third, sometimes norms also developr&sponse to an explicit statement by a superior or
co-worker.As described in Chapter 5, newcomers to groups quickly "lg@rmopes” when people
describe what is expected of them. Such an explanatian explicit statement of the group's or
organization's norms insofar as it describes what onéldslkdo or avoid doing to be accepted by the

group.

Fourth and finally, group norms may develop outmtical events in the group's historif.
an employee releases an important organizational secratcompetitor, causing a loss to the
company, a norm to maintain secrecy may develop out ofitbident. To the extent that norms
guide people away from similar mistakes, they may belpful way of ensuring that the group or
organization learns from its past experiences.

Social Facilitation: Performing in the Presence of Others

Imagine that you have been taking piano lessons foeafsyand you are now about to go on stage
for your first major solo concert performance. You éndbeen practicing diligently for several
months, getting ready for the big night. But now, yourardonger alone in your own living room,
but on stage in front of hundreds of people. Your namanisounced, and silence breaks the
applause as you take a seat in front of the concertigkéow will you perform now that you are be-
fore an audience? Will you freeze, forgetting the @egmu practiced so intensely on your own? Or
will the audience spur you on to your best performance kebther words, what impact will the
presence of the audience have on your behavior?

After studying this question for a century, using a wideetgrof tasks and situations, social
scientists found that the answer to this question isstraightforward. Sometimes people were
found to perform better in the presence of others Wizen alone, and sometimes they were found
to perform better alone than in the presence of otfdrs. tendency for the presence of others to
enhance an individual's performance at times and to impair other times is known as social
facilitation. (Although the word "facilitation” implgeimprovements in task performance, scientists
use the termsocial facilitationto refer to both performance improvemeaisl decrements stemming
from the presence of others.) What accounts for thesmingly contradictory findings?

Scientists have found that the matter boils down torakwmsic psychological processes.
First, it appears that social facilitation is theutesf the heightened emotional arousal (e.g., feelings
of tension and excitement) people experience when iprdgence of others. (Wouldn't you feel
more tension playing the piano in front of an audietin alone?) Second, when people are
aroused, they tend to perform the most dominant respaihse is, their most likely behavior in that
setting. (Returning the smile of a smiling co-worker mayctesidered an example of a dominant
act; it is a very well learned act to smile at &eotwho smiles at you.) If someone is performing a
very well learned act, the dominant response woulddmract one (such as playing the right notes
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on the piano). However, if the behavior in question Iatreely novel and newly learned, the
dominant response would likely be incorrect (such as plapmgvrong notes).

Together, these ideas combine to form the drive thebspaal facilitation. According to
this approach (summarized in Exhibit 2), performance in fobn audience may either be helped
(if the task is well-learned) or hindered (if the taskas well-learned).

EXHIBIT 2
THE DRIVE THEORY OF SOCIAL FACILITATION
According to thedrive theory of social facilitatiorthe presence of others is arousing, which in turn
enhances the tendency to perform dominant responses.dfdbesnant responses are well learned,
performance will be improved. If, however, the dominasponse is novel, performance will most
likely be impaired.

Improved
Performance

Correct
responses

If well learned

Enhanced tendency
Fresence of others Arousal I——» te perform
dominant response

ifnot well learned

Incorrect
responses

A considerable amount of research has shown supporhi®theory, finding that people
perform better on tasks in the presence of othetwmtftask is very well learned, but poorer if it is
not well learned. However, it is still unclear exgotihy this effect occurs. One possibility is that
social facilitation results from evaluation apprehensithe fear of being evaluated or judged by
another person. Indeed, people may be aroused by performiagk antthe presence of others
because of their concern over what those others gk of them. For example, lower level
employees may suffer evaluation apprehension when tieeyw@ried about what their supervisors
think of their work.

It is also possible that the presence of others eseatconflict between paying attention to
others and paying attention to the task at hand. This colg#lids to increased arousal, which, in
turn, leads to social facilitation. This is known bs tistraction-conflict theory. If you've ever tried
doing a homework assignment while your friends or familytctvarv nearby, you're probably
already aware of the conflict that competing demandgdar attention can create.

Regardless of the processes underlying social facilitaitias clear that the social facilitation
effect itself may have a profound influence on orgaroraii behavior. For example, consider the
effects it may have on people whose work is monitoréiaereby others who are physically present
or by connections made via computer networks. The ragdmathind performance monitoring (the
practice of supervisors observing subordinates while worksghat it will encourage people to
perform at their best. But, does it really work tiiay? According to the drive theory of social
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facilitation, monitoring should improve task performancéne people monitored know their tasks
extremely well. However, if they are relatively natthe task, their performance should suffer.

Research has shown that this happens under controlledataty conditions.People's
productivity was measured as they performed a clerical aask computer under one of three
conditions. They either performed the task alone, peddrthe task while someone stood behind
them and looked on, or they performed the task believingothats could monitor their work via a
distant computer. How well did the groups do? The finding¥ianed the drive theory of social
facilitation: Because the task was novel to thoseoperihg it, performance was considerably lower
among those whose work was monitored (either in-persday computer) than those who worked
alone. Clearly, in this case, performance monitorirg) bt have the intended effects. Indeed,
supervisors seeking to raise employees' performance leyetgroducing performance monitoring
should carefully consider the effects of social feation before doing so.

Social Loafing: "Free Riding" When Working with Others

Have you ever worked with several others helping andrienove into a new apartment, each

carrying and transporting part of the load from the oldetacthe new one? Or, how about sitting

around a table with others stuffing political campaigrelstinto envelopes and addressing them to
potential donors? Although these tasks may seem quiteediffethey actually share an important

characteristic: Performing each requires the effortsnty a single individual, but several people's

work can be pooled to yield greater outcomes. Because @&son's contributions are summed
together with another's, such tasks have been referigsladditive tasks.

If you've ever performed additive tasks — such as the dessibed here — there's a good
chance that you found yourself working not quite as hard aswwld have if you did them alone.
Does this sound familiar to you'? Indeed, a considerablaiatnmed research has found that when
several people combine their efforts on additive tasksh individual contributes less than he or she
would when performing the same task alone.

As suggested by the old saying, "Many hands make light ¢inke, Wa group of people would
be expected to be more productive than any one indivithaavever, when several people combine
their efforts on additive tasks, each individual's coatiin tends to be less. Five people working
together raking leaves witiot be five times more productive than a single individual wayldafone;
there are always some who go along for a "free "ritte.fact, the more individuals who are
contributing to an additive task, the less each individwantribution tends to be—a phenomenon
known as social loafing.

This effect was first noted many years ago by a Germant&t named Max Ringelmann,
who compared the amount of force exerted by differest gioups of people pulling on a rope, as in
tug-o-war. He found that one person pulling on a rope aeareged an average of 63 kilograms of
force. In groups of three, however, the per-person fdropped to 53 kilograms, and in groups of
eight it was reduced to only 31 kilograms per person—Ilems half the effort exerted by people
working alone! Social loafing effects of this type haween observed in many different studies
conducted in recent years. The general form of the ISoaing effect is portrayed graphically in
Exhibit 3.

The phenomenon of social loafing has been explainesbbial impact theoryAccording to
this theory, the impact of any social force acting ayr@up is divided equally among its members.
The larger the size of the group, the less the impatiecforce on any one member. As a result, the
more people who might contribute to a group's product,lébe pressure each person faces to
perform well—that is, the responsibility for doing tled jis diffused over more people. Hence, each
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group member feels less responsible perform at their &estsocial loafing occurs.

EXHIBIT 3
THE SOCIAL LOAFING EFFECT
When individuals work together on additive tasks, the greheesize of the group, the less the ef-
fort each individual exerts. This phenomenon is knowsoagal loafing.
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The greater the number of people
who work on a group task, the
smaller the contribution any one
member of the group will make
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|
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working alone groups groups
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Tips for Eliminating Social Loafing. Obviously, the tendency for people to reduce their effort
when working with others could be a serious problem inrorgéions. Fortunately, research has
shown that there are several ways in which socidinigaan be overcome. One possible antidote to
social loafing is to makeach performer identifiableSocial loafing may occur when people feel
they can get away with "taking it easy"—namely, undenditions in which each individual's
contributions cannot be determined.

A variety of studies on the practice of "public postisgipport this ideaThisresearch has
found that when each individual's contribution to a tasksplayed where it can be seen by others
(e.g., weekly sales figures posted on a chart), peopléesselikely to slack off than when only
overall group (or company wide) performance is made availéblether words, the more one's
individual contribution to a group effort is highlighted, there pressure each person feels to make
a group contribution. Thus, social loafing can be overchroee's contributions to an additive task
are identified: Potential loafers are not likely tafld they fear getting caught.

Another way to overcome social loafing is toake work tasks more important and
interesting.Research has revealed that people are unlikely to gg &ora free ride when the task
they are performing is believed to be vital to the orgditn. For example, it has been found that
the less meaningful salespeople believed their jobs, wegemore they engaged in social loafing—
especially when they thought their supervisors kneve latbout how well they were working. To
help in this regard, corporate officials should delibeyaattempt to make jobs more intrinsically
interesting to employees. To the extent that jobsraeeesting, people may be less likely to loaf.

It also has been suggested that managers shewdétd individuals for contributing to their
group's performancethatis, encourage their interest in their group's performadoéng this (e.qg.,
giving all salespeople in a territory a bonus if theintly exceed their sales goal) may help
employees focus more on collective concerns andolesadividualistic concerns, increasing their
obligations to their fellow group members. This is impdrtah course, in that the success of an
organization is more likely to be influenced by the coNecefforts ofgroupsthan by the individual
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contributions of any one member.

Another mechanism for overcoming social loafing isise punishment threatsDecrements
may be controlled by threatening to punish the individuasksig off, and thus loafing may be
reduced. This effect was demonstrated in an experiment coddunstelving members of high
school swim teams? The patrticipants in this study switmrealone or in four-person relay races
during practice sessions. In some conditions, the ctaelatened the team by telling them that
everyone would have to swim "penalty laps" if anyometloe team failed to meet a specified
difficult time for swimming 100 yards freestyle. In antrol group. no punishment threats were
issued. It was found that people swam faster alone thaara of relay teams when no punishment
was threatened, thereby confirming the social loafingceffHowever, when punishment threats
were made, group performance increased, thereby elingrtéignsocial loafing effect.

TEAMS: EMPOWERED WORK GROUPS
In recent years as organizations have been strivingrie their competitive advantage, many have
been organizing work around specific types of groups knovimaass Because the team movement
frequently takes different forms, some confusion haearregarding exactly what teams are. In this
section we will clarify the basic nature of teamsd®scribing their key characteristics and then
identifying the various types of teams that exist.

What Is a Team? Key Characteristics

At the Miller Brewing Company in Trenton, Ohio, groups niaggfrom 6 to 19 employees work

together to perform all operations, including brewing (&fillGenuine Draft beer is made at this
facility), packaging, and distribution. They schedule rtleevn work assignments and vacations,
conduct assessments of their peers' performance, aimitie equipment, and perform other key
functions. Each group is responsible for meeting pre-spddérgets for production, quality, and

safety. Data regarding costs and performance are madalde.

Clearly, these groups are different in key respects flemones we have been describing
thus far, such as a budget committee or company ski cheoMiller employees are all members of
special kinds of groups known as teams. Formally, weneledi team aa group whose members
have complementary skills and are committed to a common purposeobpsetormance goals for
which they hold themselves mutually accountadpglying this definition to our description of the
way work is done at Miller's Trenton plant, it's clélaat teams are in use at this facility. Given the
complicated nature of teams, we will highlight someheirtkey characteristics and distinguish them
from the traditional ways in which work is structured @summary, see Exhibit 4).

First, teams are organized around work processes rather than funcandor example,
instead of having traditional departments each focusing @pexialized function, (such as
engineering, planning, quality control, and so on) team mesrtire many different skills. They
come together to perform key processes, such as designohglaanching new products,
manufacturing, and distribution.

EXHIBIT 4
TEAMS VERSUS TRADITIONAL WORK STRUCTURES:
SOME KEY DISTINCTIONS
Teams differ from traditional work structures with restge the six key distinctions identified here.

Traditional Structure Teams
Design around functions Design around work processes
No sense of ownership over the work Ownership of prodsetsices, or
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products processes

Workers have single skills Team members have man skill
Outside leaders govern workers Team members govern thesise
Support staff and skills are found outside Support staff and skills are built into teams
the groups

Organizational decisions are made by =~ Teams are involved in making

managers organizational decisions for themselves

Second,teams "own" the product, service, or processes on which they Bgrthis, we
mean that people feel part of something meaningful, andthbgtunderstand how their work fits
into the big picture. For example, employees at manpitads work in teams within four mini-
hospitals (surgical, general, specialty medical, angatient)}—not only to boost efficiency, but to
help them feel more responsible for their patientswByking in small units, team members have
greater contact with patients and are more awareeoéffiects of their work on patient care. This is
in contrast to the traditionally more distant wayoofjanizing hospital work, in which employees
tend to feel less connected to the results of theimrasct

Third, members of teams are trained in several different areas and haveety\@rdifferent
skills. For example, at insurance companies, policies are nogegged by team members who rate
policies, underwrite them, and then enter them intosirstem. Before the switch to teams, these
three tasks were performed by specialists in three depdepartments. In fact, this is typical.
Traditionally, people only learned single jobs and perforthedh over and over again, unless there
was some need for retraining.

Fourth, teams govern themselve&nd, as a result, team leaders may be thought of as
coacheswho help members of the team, rather than bossesusdianore authoritarian means of
leadership (see Chapter 7).

Fifth, in teams, support staff and responsibilities are builffiraditionally, such functions as
maintenance, engineering, and human resources operatepagte departments that provide
support to other groups requiring their services. Since thia c#iases delays, teams may contain
members who have expertise in needed support areas. Rgulexat some companies, there are no
longer any quality inspectors. Instead, all team memlbyeralbtrained in matters of inspection and
guality control. Or sometimes, organizations hire peopib thighly advanced or specialized skills
who are assigned to work as members of several difféeams at once. For example, teams at
Texas Instruments have access to specialized engigesativices in this way. Regardless of how it's
done, the point is that teams do not rely on outside stippovices to help get their jobs done; they
are relatively self-sufficient.

Sixth, and finally,teams are involved in company-wide decisidrsgs is in contrast to the
traditional practice of using managers to make all organizataecisions.

Types of Teams

In view of their widespread popularity, it should not hepsising to learn that there are many
different kinds of teams. To help make sense out dfethscientists have categorized these along
three major dimensions. The first has to do withrthrjor purpose or missiorin this regard, some
teams—known asvork teams-are concerned primarily with the work done by the organization
such as developing and manufacturing new products, providinge® for customers, and so on.
Their principal focus is on using the organization's resouwe$fectively create its results (goods
or services). The several examples of groups noted @ahasd of this type. Other teams—known as
improvement teamsare primarily oriented toward the mission of increasheydffectiveness of the
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processes that are used by the organization.

A second dimension has to do witme. Specifically, some teams are ongmporary,and
are established for a specific project with a finite. [IFor example, a team set up to develop a new
product would be considered temporary. As soon as its jolons, it disbands. However, other
teams arg@germanentand stay intact as long as the organization is operdtmgexample, teams
focusing on providing effective customer service tend to begeent parts of many organizations.

The third dimension reflects the team's connectionhé& drganization's overasluthority
structure—thatis, the connection between various formal job respdities. In some organizations,
teams may cross over various functional units (e.grketing, finance, human resources, and so
on.), and are said to beverlaid (i.e., their activities are superimposed over the fonatg of
various organizational units). For example, a qualitpromement team may be expected to get
involved with the activities of several different orgatizaal units (the mission of improving
guality does not belong to any one unit working alonee#earch-and-development team is usually
a cross-functional team because many different skills reeeded to identify and create a new
product.

Such arrangements are often difficult because of guties regarding authority. In contrast,
some organizations use teams that amact with respect to the existing structure of the
organization. Note that the boundaries between athsemust be considered permeable. Indeed,
people are frequently members of more than one team—ai@itwdien required for organizations
to function effectively. For example, members of @mganization's manufacturing team must
carefully coordinate their activities with members tsf marketing team. To the extent that people
are involved in several different kinds of teams, they ain broader perspectives, and make more
important contributions to their various teams.

WORK TEAMS: WHAT IS THE PAYOFF?

Now that you have a solid understanding of the basireatf teams, we are prepared to explore the
issue of how successful teams have been in organizafites reviewing the evidence bearing on
this question, we will turn to the very practical mattéidentifying the potential obstacles to team
success and ways they may be overcome.

Teams at Work: How Good Is Their Track Record?

The question of how effective teams are in the worleiadifficult to answer. Not only are there many
different kinds of teams doing different kinds of gotperating in organizations, but their effectivenes
is influenced by a wide variety of factors that go well belyany possible benefits of teams, such a
managerial support, the economy, available resourcesthaniike. Teams in the acceptance stage
group development tend to be effective and efficients $tage is characterized by personal and mutu
understanding, tolerance of individual differences, cooste conflict about substantive matters,
realistic expectations about team performance, and acweEpbf the authority structure. The resulting
trust engenders cohesiveness and a free exchange of iforimatween team members.

As the team members work and socialize with eachrpotimhesiveness will be enhanced
because of the opportunity to talk with each other, to deac@ommonalities, and to share
experiences. However, performance may or may not wapras cohesiveness increases.
Improvement is also contingent on the group’s performararens. A cohesive group enforces
norms. Thus, if norms are high, greater cohesivenesddshesult in better performance.

Obstacles to Team Effectiveness and How to Overcome Them
Although we have reported success stories about teams|sawehave alluded to difficulties in
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implementing them. After all, working in a team demaadgreat deal, and not everyone may be
ready for them. As a result, teams sometimesTaire are several key reasons why.

Insufficient Training. To be effective, team members must have the rigimdodf skills needed for
the team to contribute to the organization's missiontk&fs having high degrees of freedom and
anonymity require a depth of skills and knowledge that ssgsathat of people performing
narrower, traditional jobs. For this reason, succéssfams tend to be ones in which large
investments are made in developing the skills of team men@w leaders. In the words of one

expert, "Good team members are trained, not born.

One key area in which all team members require trainirigpve to be a team member. A
mission specialist at NASA's Johnson Space Center intblolikens team success to the kind of
interpersonal harmony that must exist within space shatgws. Crews have to be willing to
compromise and to make decisions that benefit everyoaevm®le. In this regard, there are several
key interpersonal skills in which training is most usefu these are summarized in Exhibit 5.

Compensation SystemsBecause the U.S. and Canada are higidividualistic cultures, most

North American workers are used to compensation sydteahsecognize individual performance.
However, when it comes to teams, it is also venydrtant to recognize group performance. Teams
are no places for hot shots who want to make their iddalimarks—rather, teams require "team
players." And the more organizations reward employeethér teams' successes, the more strongly
team spirit will be reinforced.

EXHIBIT 5
INTERPERSONAL SKILLS REQUIRED BY TEAM MEMBERS
Experts have advocated that team members be trainedvaribas interpersonal skills summarized
here.

Trait or Characteristic Description

Drive Desire for achievement: ambition; high energy: tenacity:
initiative

Honesty and integrity Trustworthy: reliable; open

Leadership motivation Desire to exercise influence over others to reach shared
goals

Self-confidence Trust in own abilities

Cognitive ability Intelligence: ability to integrate and interpret large amounts
of information

Knowledge of the business Knowledge of industry. relevant technical matters

Creativity Originality

Flexibility Ability to adapt to needs of followers and requirements

of situation

In view of the importance of team members having a wamdtdifferent skills, many
companies, including Colgate-Palmolive, have taken to paymglogees for their demonstrated
skills, as opposed to their job performance. Such amystenown as skill-based pay. A highly
innovative skill-based pay system, known as "pay-foriaggskills-and knowledge" plan (PASK)
requires employees to demonstrate their skills inrs¢wey areas, including technical skills, and
interpersonal skills. The pay scale is carefullkdid to the number of skills acquired and the level
of proficiency attained. By encouraging the developmenitaf skills in this manner, the company
IS ensuring that it has the resources for its teamsntibn effectively.

Lack of Managerial Support. For teams to survive, let alone thrive, it is esséfbir them
to receive unqualified support from top management. In therale of such support, the system may
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falter.

Lack of Employee Support In addition to support from managers, it is essenat the
basis for the movement to teams be fully understoodamedpted by the individuals who are
involved. Unless employees can fully understand the itapoe of cooperating with each other,
problems are likely to result. In contrast, when team b&sshare a common vision and are
committed to attaining it, they are generally very cooperavith each other, leading to success.
For example, members of Hallmark's new-product developrbemm (consisting of artists,
designers, printers, and financial experts) work caretolgether with each other, contributing to
the company's dominance in the greeting cards market. Symilariforming teams with highly
cooperative members from different fields, Thermos vides @ launch its highly successful electric
grill.

Cooperation between Teams. Team success requires not only cooperation wittamse but
between them as well. As one expert put it:

Time and time again teams fall short of their promisealnse companies don't know how to
make them work together with other teams. If you dgettyour teams into right constellations, the
whole organization can stall?

This problem occurred in General Electric's medicalesystdivision when it assigned two
teams of engineers, one in Waukesha, Wisconsin, artthieanio Hino, Japan, the task of creating
software for two new ultra-sound devices. Shortly, ®g@ushed features that made their products
popular only in their own countries, and duplicated eachr'steforts. When teams met, language
and cultural barriers separated them, further distanbsgetams from each other.

Boeing successfully avoided such problems in the devedapmf its new 777 passenger
jet—a project involving some 200 teams. As you might imagmwe, such a large project
coordination of effort between teams is essentiahdlp, regular meetings are held between various
team leaders who disseminate information to members.tAad) members can go wherever needed
within the organization to get the information needed to ®utc&s one Boeing employee, a team

leader put it, "I can go to the chief engineer. Befdreais unusual just to see the chief engineer.
Just as importantly, if after getting the informatiorytheed, team members find problems, they are
empowered to take action without getting management apprdsedrding to a Boeing engineer:
"We have the no-messenger rule. Team members must mealk@ds on the spot. They can't run

back to their functions [department heads] for permission

To conclude, it is clear that teams can be an efiectray for organizations to achieve
unheard of levels of performance. However, the path toessds riddled with obstacles; developing
effective teams is difficult. It is also time-comsing. According to management expert Peter
Drucker, "You can't rush teams .... It takes five yeasstoi learn to build a team and decide what

kind you want. And it may take most organizations over a decade to mageplete transition to
teams. Clearly, they are not an overnight phenomeBat). with patience and careful attention to
the obstacles identified here, teams have ushered mampanies to extraordinary gains in
productivity.

IMPORTANT ORGANIZATIONAL GROUPS
Four kinds of work groups that have the potential to affeganizational performance
dramatically are top management teams, self-managek teams, research and development
teams, and virtual teams.
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* The Top Management TeaAn organization’s top management team is the teamaofgers

who report to the chief executive officer (CEO). Top managd teams are chosen by the

CEO and board of directors of the organization. This teapacts the entire organization sinc
it decides the overall goals of the organization.

* Self-Managed Work Team#n self-managed work teams, team members have thecamyato
lead and manage themselves and determine how the teampewdim its tasks. In a self-
managed work team, separate tasks normally performed lwdinai employees and manage

e

d

by a supervisor fall under the responsibility of a group gilegees empowered to ensure they
get done and get done well. The job characteristics hmfd@b design provides a good

framework for understanding why the use of self-manage# teams can lead to higher level
of motivation, performance, and satisfaction.

S

* Research and Development TeanfSrganizations often use research and development (R&D)

teams to develop new products, especially in high-techsinda such as electronics
pharmaceuticals, and computers. Some R&D teams arefarat®nal.
e Virtual Teams.Virtual teams are teams in which a significant amountanmunication

and interaction among team members occurs electroniasing computer hardware and
software. Organizations use virtual teams to help peoplferent places and/or time zones

work together.

OB IN ACTION — How GlaxoSmithKline Used Groups to Boost Prodictivity

Pharmaceutical companies are continually under pressuievelop new prescription drugs. In the g
few years many of these companies have been merging to increase their research productiv
Such a company is GlaxoSmithKline. Since this mergetauea giant company, managers decide
try and bring the sheer size under control by placing relsegs into eight small groups so they co
focus on particular clusters of diseases. Each groupnsascted to behave like a company in its g
right. Rewards were based on the number of new preserigiugs developed and the speed v
which they could bring them to market.

The company claims that research productivity has mone tlmabled since it reorganized
scientists into teams. The number of new drugs movingcimaal trials doubled from 10 to 20, ar
the company has 148 new drugs currently being tested. Mor¢bearompany claims that the mors3
of its researchers has increased, and turnover is degaube the disease-focused groups enjoy wo
and collaborating together. The company expects to haveetst new drug “pipeline” in its industry
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CHAPTER 7
LEADERSHIP

LEARNING OBJECTIVES

After reading this chapter you should be able to:

» Define leadership and distinguish between leadership andgearent.

« Describe the trait approach to leadership.

* Identify the types of behavior that have been most glyoassociated with effective
leadership.

» Describe the leader-member exchange model of leadership.

» Differentiate between charismatic leaders and transftonal leaders.

* Explain how leading teams differs from leading individuals

« Describe the basic tenets of LPC contingency thandyhow it may be applied.

* Explain the path-goal theory of leadership.

» Describe situational leadership theory.

If you asked a group of top executives to identify the lsingost important determinant of
organizational success, chances are good that the vasitynaould reply "effective leadership."
Indeed, it is widely believed in the world of business tkeadérship is the key ingredient in the
recipe for corporate achievement. And this view is by eams restricted to organizations. As you
know, leadership also is important when it comes tdipslisports, and many other activities.

Is this view justified? Do leaders really play cruciales in shaping the fortunes of
organizations? A century of research on this topic suggést they do. Effective leadership, it
appears, is indeed a key determinant of organizationalssiddence, we will devote this chapter to
describing various approaches to the study of leadership amdirtipications for managerial
practice. Before launching into this discussion, howewer will begin by defining what we mean
by leadership and distinguishing it from some other terrtts which it is frequently associated.

WHAT IS LEADERSHIP?
When you think of a leader, what image comes to mind?famy, a leader is an individual—often
with a title reflecting a high rank in an organizationg(ge.president, director, etc.)—who is
influential in getting others to behave as required kydilganization. Indeed, social scientists think
of leaders as people who have a great deal of influevereabhers. Formally, we define leadership
as the process by which an individual influences others irs gt help attain group or orga-
nizational goals.

The sources of leader power are:
* Legitimate power

* Reward power

» Coercive power

* Expert power

e Information power

* Referent power

The skills leaders need include:
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e Flexibility

e Communication

e« Human resource management
e Conceptualization

Typically, when we speak of leaders we are referringpdople who influence others without
threat, using non-coercive means. In fact, this chamnatt distinguishes a leader from a dictator.
Whereas dictators get others to do what they want by tisiegts of physical force, leaders do not.
Our point is that leadership rests, at least in partpasitive feelings between leaders and their
subordinates. In other words, subordinates accept mdi&om leaders because they respect, like,
or admire them as well as because they hold positiofts il authority (that is, leaders may have
both position power and personal power, as discussedapt&ib).

Our definition implies that leadership is a two-way prsceBhat is, leaders both influences
subordinates in various ways and are influenced by therfact, it may be said that leadership
exists only in relation to followers. After all, onarmmot lead without followers. Not surprisingly,
several of the approaches to leadership described inhfyer focus on the relationships between
leaders and followers.

Before concluding this section, we need to caution ag#meseveryday practice of using tile
terms leader and manager interchangeably. The primarydorafta leader is to create the essential
purpose or mission of the organization and the strateggtfaining it. In contrast, the job of the
manager is to implement that vision. He or she igaesible for achieving that end, taking the steps
necessary to turn the leader's vision into reality.

The confusion between these two terms is understandauéar as the distinction between
establishing a mission and implementing it is often blumgatactice. This is because many leaders,
such as top corporate executives, are frequently called mioonly to create a vision, but also to
help implement it. Similarly, managers often are rexfuto lead those who are subordinate to them
while also carrying out their leader's mission. Witts thi mind, it has been observed that too many
so-called "leaders" get bogged down in the managerial aspetheir job, creating organizations
that are "over managed and under lead.”

THE TRAIT APPROACH: ARE SOME PEOPLE REALLY "BORN LE ADERS"?
Common sense leads us to think that some people haweahtthe right stuff' than others, and are
just naturally better leaders. And, if you look at soméhefgreat leaders throughout history, such as
Martin Luther King, Jr., Alexander the Great, and AbraHancoln, to name just a few, it is clear
that such individuals certainly have characteristicsommon that differ from ordinary folks. The
question is "what is it that makes great leaders satgre

For many years scientists have devoted a great dedlentian to this question, advancing the
great person theory. According to this approach, gredetsgpossess key traits that set them apart
from most others. Further, the theory contends thegethraits remain stable over time and across
different groups. Thus, it suggests that all great leaden® these characteristics regardless of their
role in history. Although these suggestions make a greabéledlitive sense, they have not always
been supported by research, leading some scientists tdusdentbat leaders do not differ from
followers in clear and consistent ways.

Today, however, it is popularly believed that traitsmdatter — namely, that certain traits, together
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with other factors, contribute to leaders' succedniginess settings? What are these traits? In Exhibit
1 we list and describe some of the key ones. Although ybbueadily recognize and understand most
of these characteristics (e.g., drive, honesty amegiity, self-confidence), some require further
clarification.

EXHIBIT 1
CHARACTERISTICS OF SUCCESSFUL LEADERS
Research indicates that successful leaders demonsidtaits listed here.

Trait or Characteristic Description

Drive Desire for achievement; ambition; high
energy; tenacity; initiative

Honesty and integrity Trustworthy; reliable; open

Leadership motivation Desire to exercise influence ovegrstto
reach shared goals

Self-Confidence Trust in own abilities

Cognitive ability Intelligence; ability to integrate and
interpret large amounts of information

Knowledge of the business Knowledge of industry, rele\exttrtical
matters

Creativity Originality

Flexibility Ability to adapt to needs of followers and

requirements of situation

First, consider leadership motivation. This refers tddes! desire to influence others — essentially,
their interest in assuming leadership roles. Leadershtpvaion can take two distinct forms. On the
one hand, it may cause leaders to seek power as ameats@li. Leaders who demonstrate such
personalized power motivation wish to dominate others tlagid desire to do so is often reflected in
an excessive concern with status. In contrast, leagersbtivation also can cause leaders to seek
power as a means to achieve desired, shared goals. Leduersvidence such socialized power
motivation cooperate with others, develop networks,gererally work with subordinates instead of
attempting to dominate or control them. Needless yo szcialized power motivation is usually far
more adaptive for organizations than personalized leadershipation.

With respect to cognitive ability, it appears that dffecleaders must be intelligent and capable of
integrating and interpreting large amounts of informatldowever, mental genius does not seem to
be necessary and may, in some cases, prove detrimBnllalleaders must be intelligent enough to
perform their jobs at high levels.

A final characteristic, flexibility, refers to the #bi of leaders to recognize what actions are
required in a given situation, and then, to act accorditflydence suggests that the most effective
leaders are not prone to behave in the same wayseatinle, but rather, to be adaptive, matching
their styles to the needs of followers and to the desantheir situations they face.

In short, current research supports the great persorythebas been summarized as follows:

Regardless of whether leaders are born or made..clgéas that leaders are not like other people.
Leaders do not have to be great men or women by beintpattell geniuses or omniscient prophets
to succeed, but they do need to have the "right studftlais stuff is not equally present in all people.
Leadership is a demanding, unrelenting job with enormousyress and grave responsibilities. It
would be a profound disservice to leaders to suggest thaatbeyrdinary people who happened to be
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in the right place at the right time. In the reafeadership, the individual does matter.

Given this conclusion, it may be useful to examiredktent to which certain individuals possess
the traits and characteristics associated with geaalels.

THE BEHAVIOR APPROACH: WHAT DO LEADERS DO?
The great person theory paints a somewhat fatalistiting, suggesting that some people are, by
nature, more prone to being effective leaders than ©tAdtier all, some of us have more of "the right
stuff' than others. However, other approaches to leadershipiegtaxly, those focusing on what
leaders do, rather than who leaders are—paint a mooeieging picture for those of us who aspire
to leadership positions. This orientation is known as behavior approach. By emulating the
behavior of successful leaders the possibility existisjtish about anyone may become an effective
leader.

Two Critical Leadership Behaviors

Precisely what behaviors are key to leadership succddgiugh the answer to this question is quite
complex, we can safely point to two very importandé&ahip behaviors. The first is showing a
concern for people, also known as consideration. Inritb&sg your boss, would you say that he or
she cares about you as a person, is friendly, anddisbeyou when you want to talk? If so, he or she
may be said to demonstrate a high degree of consideration

The second main type of leadership behavior is showicgnaern for getting the job done, also
known as initiating structure. In describing your boss, woald say that he or she gives you advice,
answers your questions, and lets you know exactly whaipisceed of you? If so, he or she may be
said to have a bent for initiating structure.

A large body of research suggests that leaders do diféatly along these two dimensions. In
these classic investigations, subordinates completediaquesres in which they described their
leaders' behavior. Those leaders scoring high on intgjiastructure were mainly concerned with
production and focused primarily on getting the job doney Emgaged in actions such as organizing
work, inducing subordinates to follow rules, setting goand making expectations explicit. In
contrast, leaders scoring lower on this dimension diderat to engage in these actions.

Leaders at the high end of the consideration dimensee ywimarily concerned with establishing
good relations with their subordinates and being liked ésnthrhey engaged in actions such as doing
favors for subordinates, explaining things to them, asdra®y their welfare. People who scored low
on this dimension didn't appear to care much about howthesligot along with subordinates.

At first glance, you might assume that people scoring drghitiating structure tend to score low
on consideration, and vice versa. However, they arenagatively correlated. Rather, these two
dimensions are independent. Thus, a leader may score hidgiotb concern for production and
concern for people, high on one of these dimensiondoandn the other, low on both, moderate on
one and high on the other, or any combination.

Is any one of these possible patterns best? Carefdy shdicates that this is a complex issue;
production-oriented and people-oriented leadership behawohsolfer a mixed pattern of pluses and
minuses. With respect to showing consideration (highe@wonwith people and human relations), the
major benefits are improved group morale. Turnover andnédasism tend to be low among leaders
who show a high level of consideration. At the saiime t because such individuals may be reluctant
to act in a directive manner toward subordinates anehashy away from presenting them with
negative feedback, productivity sometimes suffers.
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With respect to initiating structure (high concern foodarction), efficiency and performance are
indeed sometimes enhanced by this leadership style. Howeleargérs focus entirely on production,
employees may conclude that no one cares about thémeiomvell-being. Their job satisfaction and
organizational commitment may suffer as a result Glespter 4).

Having identified these complexities, we should note theaetis one specific pattern of behavior
in which leaders seem to be highly successful, whighen leaders demonstrate high concern for
both people and production. Indeed, high amounts of cofmepgople (showing consideration) and
concern for productivity (initiating structure) are notangatible. Rather skillful leaders can
combine both of these orientations into their ovesialles to produce favorable results. Thus, while
no specific leadership style is best, leaders who contbese two behaviors may have an important
edge over leaders who show only one or the other.

LEADERS AND FOLLOWERS

Thus far we have focused on leaders, ignoring followdosvever, to understand leadership, we must
understand leaders' relations with followers. After aWithout followers leaders cannot lead.”
Without followers, even John Wayne becomes a solitarg.h The importance of followers, and the
complex, reciprocal relationship between leaders andowels, is widely recognized by
organizational researchers. Several major approacheadership take this approach.

The Leader-Member Exchange (LMX) Model: The Importance ofBeing in the "In-Group”
As you know from experience, leaders do not treat all fubordinates in the same manner. This fact
Is central to an approach known as the leader-membsbaerge (LMX) model.

This theory suggests that for various reasons leadems ddferent kinds of relationships with
various groups of subordinates. One group, referred tbea&rt-group,” is favored by the leader.
Members of in-groups receive considerably more attentmm their leader and larger shares of the
resources they have to offer (such as time and recoghitn contrast, other subordinates fall into the
out-group. These individuals are disfavored by leadersulh, they receive fewer valued resources
from their leaders. Leaders distinguish between inygrand out-group members very early in their
relationships with them. More often than not, this uwscon the basis of surprisingly little
information. For example, perceived similarity witlspect to personal characteristics, such as age,
gender, or personality, is sufficient to categorizofeers into a leader's in-group. Similarly, a
particular follower may be granted in-group status if ldeder believes that person is especially
competent at performing his or her job.

According to LMX theory, members of in-groups performthebs better and hold more positive
attitudes toward their jobs than do members of out-gravpssurprisingly, good relationships with
followers can be very valuable, enhancing followers'gatisfaction and organizational commitment
(see Chapter 4).

How can this be accomplished? The trick is to makerapployees feel that they are part of the in-
group. Experts note that a key way of keeping subordinaigsfeeling that they have become a part
of the out-group is by sharing information equally. Ratlnthoarding power by keeping some
people "in the know" while keeping others "in the dark," ingljeveryone be aware of what's going
on in the organization will keep people from feeling laft.dt also has been noted that effective
leaders can help followers respond to their visions by supgdgamwork. To the extent that leaders
are willing to share power, and to serve as coachésrréihan highly authoritarian bosses, team
members are likely to feel that they have equal impoetiawhen this occurs, they will not perceive
themselves as being relegated to the marginal status-gfamuyp membership.
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Charismatic Leaders: That "Something Special”

World history and the history of organizations are repletd leaders that have had extraordinary
success in generating profound changes in their folloviedeed, it is not extreme to suggest that
some such people (e.g., Napoleon, Bill Gates, and ehnon, to name a few) have changed entire
societies through their words and actions. Individuals ad@mmplish such feats have been referred
to as charismatic leaders. These are individuals whd especially powerful effects on followers by

virtue of their commanding confidence and clearly arti@datisions.

Researchers have found that charismatic leaders tdyel gpecial in a number of important ways.
Several specific factors differentiate charismatadirs from noncharismatic leaders. These are as
follows:

Self-confidenceCharismatic leaders are highly confident in their gbiéind judgment. Others
readily become aware of this.

A vision A leader is said to have vision to the extent tleabhshe proposes a state of affairs that
improves upon the status quo. He or she also must beoatiesatly articulate that vision, and to show
willingness to make sacrifices to make it come true.

Extraordinary behaviar Charismatic leaders are frequently unconventionakirTquirky ways,
when successful, elicit admiration.

Recognized as change agentfie status quo is the enemy of charismatic leaddrsy make
things happen.

Environmental sensitivityCharismatic leaders are highly realistic about thestraints imposed
upon them and the resources needed to change things. Conmlsedqben know what they can and
cannot do.

At first glance, it is tempting to assume that chaasemleaders are special merely because of the
traits they possess. However, it also makes sensekatacharismatic leadership as involving a
special relationship between leaders and their followeisa special kind of leader-follower
relationship, in which a leader can, in the words ofaut@or, "make ordinary people do
extraordinary things in the face of adversity.”

Transformational Leadership: Beyond Charisma

A transformational leader is an agent of change wtengis to inspire the members of the organization t
aspire to, and to achieve, more than they thought wasbt@msTransformational leadership emphasize
vision, development of the individual, empowerment of tlegker, and the challenging of traditional
assumptions. The transformational leader normally dfesisma, is motivational, provides intellectual
stimulation to workers, and gives individualized considenat

Transformational leaders may be described in terms ofaesigaracteristics. First, they have
charisma. That is, they provide a strong vision and sesehmission for the company. As leadership
theorist Jay Conger put it, "If you as a leader can naakappealing dream seem like tomorrow's

reality, your subordinates will freely choose to fallgou.” Consider, for example, the great visions
expressed by the highly charismatic leader Dr. MartirhéuKing, Jr., when he shared his vision of
world peace in his "I have a dream" speech, and Presidemt=J&ennedy when he shared his vision
of landing a man on the moon and returning him safegatth before 1970.

But charisma alone is insufficient for changing the \mayorganization operates. For this to
occur, transformational leaders also must providell@ateial stimulation. That is, they help their
followers recognize problems and ways of solving them.heumore, they provide individualized

86



consideration by giving followers the support, encouragen@rd attention they need to perform
their jobs well. Finally, transformational leaders aggd to provide inspirational motivation. That is,
they clearly communicate the importance of the companigssion and often rely on symbols (e.g.,
pins and slogans) to help focus their efforts.

Transformational leaders arouse strong emotions. &tseyhelp transform their followers by
teaching them, often serving as mentols.so doing, transformational leaders seek to encourage
followers to do their own thing. In contrast, charisiméeaders may keep their followers weak and
highly dependent on them. A charismatic leader may bevtitde show, whereas a transformational
leader does a good job of inspiring change in the whole aa@on. Many celebrities, be they
musicians, actors, or athletes, tend to be highly chatismbut they do not necessarily have any
transformational effects on their followers. As sualhhough some people may idolize certain rock
stars, and dress like them, these celebrities’ charisith unlikely stimulate their fans into making
sacrifices that revitalize the world. When you thinktahis way, its easy to see how charisma is just
a part of transformational leadership.

Jack Welch, the former Chairman and CEO of GeneeddtBt (GE) is another good example
of a transformational leader. Under Welch's leadershiph@d undergone a series of changes with
respect to the way it does businessthe individual level, GE has abandoned its highly burestic
ways, and now does a better job of listening to its eyagls. Not surprisingly, GE has consistently
ranked among the most admired companies in its industry rinrio magazine's annual survey of
corporate reputations.

OB IN ACTION — Avon is Calling Everywhere

Early in the 21st Century, Avon was a company in dire méécnsformation. The old door-to-dopr
selling method needed to give way to the Internet andvtr&ing woman'’s schedule and lifestyle.
Andrea Jung became Avon’s first female CEO. She inmtelgt began creating a new vision for
Avon. Once the new vision was complete, the compasgaib to reach new markets with new
products through new channels. In her four short yea@E&¥ Jung has produced record profits|for
this once sleeping giant.

First, Jung let the employees know that Avon’s futurecess depended on them and they
were the heart of Avon. Second, she preached the tamwar of the Internet and sought to help
representatives do more business online. Third, she begangéd 16 to 24-year old girls as opposed
to the traditional 30 to 55-year old market segmentsstly, Avon began to design new, hip products
for its targeted younger audience. The end result oh#visvision was record global profits in 2005.

Leading Teams: Special Considerations

When most people think of leaders, they tend to think ofiddals who make strategic decisions on
behalf of followers, who are, in turn, responsibte ftarrying them out. In many of today's
organizations, however, where the movement towardnsaffaged teams predominates, it is less
likely than ever that leaders are responsible for getithers to implement their orders to help fulfill
their visions. Instead, team leaders may be called tgpagmovide special resources to groups em-
powered to implement their own missions in their owrysva hey don't call all the shots, but they
help subordinates take responsibility for their ownkwvor

This suggests that the role of team leader is clearly déferent than the traditional,
"command and control" leadership role we have been tasgrall along. With this in mind, here
are a few guidelines that may be followed to achieve ssccas a team leader.
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1. Instead of directing people, team leaders work at imgjlttust and inspiring teamwork. One
way this can be done is by encouraging interaction beta#anembers of the team as well as
between the team and its customers and suppliers. Arahestep involves taking initiatives to
make things better. Instead of taking a reactive, "ifritt droke, don't fix it" approach, teams
may be lead to success by individuals who set a good esdarpimproving the quality of their
team's efforts.

2. Rather than focusing simply on training individualdeetive team leaders concentrate on
expanding team capabilities. In this connection, teardelsafunction primarily as coaches,
helping team members by providing all members with thesskileded to perform the task,
removing barriers that might interfere with task suscesd finding the necessary resources
required to get the job done. Likewise, team leaders \abibuilding the confidence of team
members, cultivating their untapped potential.

3. Instead of managing one-on-one, team leaders attempteate a team identity. In other
words, leaders must help teams understand their méssioah recognize what they're doing to
help fulfill it. In this connection, team leaders magihthe group set goals - pointing out ways
they may adjust their performance when they do not theen, and planning celebrations when
team goals are attained.

4. Although traditional leaders have worked at preventing cdnBetween individuals by
downplaying differences, team leaders are encouraged ke tha most of team differences.
Without a doubt, it is a considerable challenge to merdererse group of individuals into a
highly committed and productive team, but doing so is imparfehis can be done by building
respect for diverse points of view, making sure thatealht members are encouraged to present
their views, and respecting these ideas once theypressed.

5. Unlike traditional leaders who simply react to changgam leaders should foresee and
influence change. To the extent that leaders recodhaechange is inevitable, they may be
better prepared to make the various adaptations requirezttizéf team leaders continuously
scan the business environment for that changes maythedoring and help teams decide how
to be responsive to them.

In conclusion, leading teams is a much different taask fkading individuals in the tra-
ditional directive (or even participative) manner. Hpecial nature of teams makes the leader's
job very different. Although appreciating these diffeeds easy, making the appropriate
adjustments may be extremely challenging—especiallynftividuals who are well-practiced in
the ways of traditional leadership. However, given pinevalence of teams in today's work
environment, the importance of making the adjustmentaatabe overemphasized. Attempting
to lead new teams using old methods is a surefire forfoufailure.

CONTINGENCY THEORIES OF LEADER EFFECTIVENESS

It should be clear by now that leadership is a complexegss. It involves intricate social
relationships and is affected by a wide range of variableggeneral, it may be said that
leadership is influenced by two main factors—the charatics of the individuals involved, and
the nature of the situations they face. This basic gmstat the heart of several approaches to
leadership known as contingency theories of leader tefeess. According to this approach,
there is no one best style of leadership. Instead, shggest that certain leadership styles may
prove most effective under certain conditions. Contwgetheories seek to identify the
conditions and factors that determine whether, and tat wlegree, leaders will enhance the
performance and satisfaction of their subordinateswiNelescribe three such approaches.
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Fiedler's Contingency Theory: Matching Leaders and Tasks

Earlier, we explained that the behaviors associatell e¥fective leadership fall into two major
categories—concern for people and concern for produddioth types of behavior contribute to
a leader's success. However, a more refined look asthie leads us to ask exactly when each
type of behavior works best. That is, under what contitiare leaders more successful when
they demonstrate a concern for people compared to arcofwr production?

This question is addressed by a widely-studied approachatierghip known as LPC
contingency theory developed by Fred Fiedler. The conteygaspect of the theory is reflected
by the assumption that a leader's contribution to suitdgssrformance by his or her group is
determined by the leader's own traits together with varampects of the situation. Different
levels of leader effectiveness occur under differemdimns. To fully understand leader
effectiveness, both factors must be considered.

Fiedler identifies esteem (liking) for least preferreeweorker (LPC for short) as the most
important personal characteristic. This refers to ddea tendency to evaluate in a favorable or
unfavorable manner the person with whom she or he has fowstl difficult working with.
Leaders who perceive this person in negative terms [(IB@ leaders) are primarily concerned
with attaining successful task performance. In contthsse who perceive their least preferred
co-worker in a positive light (high LPC leaders) areimiyaconcerned with establishing good
relations with subordinates. A questionnaire is usedsess a leader's LPC score. It is important
to note that Fiedler considers LPC to be fixed—an asgemt andividual's leadership style that
cannot be changed. As we will explain below, this has rapb implications for applying the
theory to improve leader effectiveness.

Which type of leader—one low in LPC or one high in LPG—niore effective? As
suggested by the word "contingency" in the name, the aniswélt depends."” And, what it
depends on is the degree to which the situation is faleta the leader—that is, how much it
allows the leaders to have control over their suipatds. This, in turn, is determined largely by
three factors:

1. the nature of the leader's relations with group memtibes g€xtent to which he or she
enjoys their support and loyalty),

2. the degree of structure in the task being performed (tlentet@ which task goals and
subordinates' roles are clearly defined), and

3. the leader's position power (as described in Chapter 5,rhmeroformal capacity to
enforce compliance by subordinates).

Combining these three factors, the leader's situatiooatrol can range from very high
(positive relations with group members, a highly structtiastl, and high position power to very
low (negative relations, an unstructured task, andgdosition power).

What types of leaders are most effective under thaseus conditions? According to the
theory, low LPC leaders (ones who are task-orientedd$aperior to high LPC leaders (ones who
are people-oriented) when situational control is eitrey low or very high. In contrast, high
LPC leaders have an edge when situational control fatlsin the moderate range (refer to
Exhibit 2).

The rationale for these predictions is quite reasonalteler conditions of low situational
control, groups need considerable guidance to accompksh tdsks. Without such direction,
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nothing would get done. For example, imagine a militaynloat group led by an unpopular
platoon leader. Any chance of effectiveness this perssnwould result from paying careful

attention to the task at hand rather than hoping tabkst better relations with the group. (In
fact, in the Army, it is often said that a leader mmeamergency is better off giving wrong orders
than no orders whatsoever.) Since low LPC leadermare likely to provide structure than high
LPC leaders, they tend to be superior in such cases.

Similarly, low LPC leaders also are superior under ¢@ms that offer them a high degree of
situational control. Indeed, when leaders are liked,r theiwer is not challenged, and the
demands of the task make it clear what a leader shauttbimg, it is perfectly acceptable for
them to focus on the task at hand. Subordinates expectetheéers to exercise control under such
conditions, and accept it when they do so. And thidde¢a task success. For example, an airline
pilot leading a cockpit crew is expected to take chaagd,to not seek the consensus of others as
he or she guides the plane onto the runway for arlgn@urely, the pilot would be less effective
by not taking charge, and asking the co-pilot what to do.

EXHIBIT 2
LPC CONTINGENCY THEORY
LPC contingency theory predicts that low LPC leaderses who are primarily task-oriented)
will be more effective than high LPC leaders (onesvalne primarily people-oriented) when
situational control is either very low or very highthen situational control is moderate, high
LPC leaders tend to be more effective than low LR{des.

LowLPC High LPC Low LPC
High leaders feaders leaders
are highly are highly are highty
effective effective affective
under low under under
situational moderate high
control situational situafional
corntrof control

=== LowLPC
{concern for
pecple)

s High LPC
(concern for
production)

Leader Effectiveness
{group performance)

Low

Low Moderate High
Situational Control

Things are different, however, when situations oféaxders moderate situational control.
Consider, for example, a situation in which a leadetations with subordinates are good, but the
task is unstructured, and the leader's power is someestaicted. This may be the case within a
research and development team attempting to find crea¢weuses for a company's products.
Here, it would be clearly inappropriate for a low LP@der to impose directives. Rather, a
highly nurturant leader who is considerate of the feeliafthers would likely be most
effective—that is, a high LPC leader.

Applying LPC Contingency Theory. Practitioners have found LPC contingency theory to be
quite useful when it comes to suggesting ways of enhaneadgts' effectiveness. Because the
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theory assumes that certain kinds of leaders are efitesttive under certain kinds of situations,
and that leadership style is fixed. The best way tomehaffectiveness is to fit the right kind of
leaders to the situations they face.

This involves completing questionnaires that can be usedsess both the LPC score of
the leader and the amount of situational control hehervaill face in a situation. Then, using
these measures, a match can be made such that leaglgrst into the situations that best suit
their leadership styles—a technique known as leader matehapproach also focuses on ways
to change the situational control variables—leader-memdlations, task structure, and leader
position power—when it is impractical to reassign leadém example, a high LPC leader
should either be moved to a job in which situational @mreither extremely high or extremely
low, or alternatively, the situation should be changsdcli as by altering relations between
leaders and group members, or raising or lowering his god®tion power) so as to increase or
decrease the amount of situational control encountered.

Path-Goal Theory: Leaders as Guides to Valued Goals

In defining leadership, we indicated that leaders help t@iups or organizations reach their
goals. This basic idea plays a central role in path-healry of leadershipn general terms, the
theory contends that subordinates will react favgrablleaders who are perceived as helping
them make progress toward various goals by clarifying thespat such rewards. Specifically,
the things a leader does to help clarify the naturasks and reduce or eliminate obstacles will
increase subordinates' perceptions that working hardeail to good performance and that good
performance, in turn, will be recognized and rewarded. Andeusuch conditions, motivation
will be enhanced, which may help enhance performance.

Precisely how can leaders best accomplish these?ta&lain, as in the case of LPC
contingency theory, the answer is: "It depends." (In,f#als answer is your best clue to
identifying any contingency theory.) In this case, whadepends on is a complex interaction
between key aspects of leader behavior and certain gentig factors. Specifically, with respect
to leader behavior, path-goal theory suggests that leagiei@dopt four basic styles:

« Instrumental—an approach focused on providing specific guidance, establishorg w
schedules and rules.

e Supportive—a style focused on establishing good relations with suhates and satisfying
their needs. This approach is effective when used wighlayees who are motivated to work,
improve themselves and their abilities, and accomplisiisgo

» Participative—a pattern in which the leader consults with subordingesnitting them to
participate in decision making.

« Achievement-oriented—an approach in which the leader sets challenging goalseaks
improvements in performanc&he benefits to the company of the achievement-oriented
leader approach include greater employee confidence and icoemty more employee
decision making, increased employee creativity, mordlesitang objectives, and reduced
supervision for employees who work best independently.

According to the theory, these styles are not mutueadfusive. In fact, the same leader can
adopt different styles at different times and in différgituations. (Indeed, as noted earlier in this
chapter, showing such flexibility is one important aspéetn effective leader.)

Which of these styles is best for maximizing subordina@ssfaction and motivation? The
answer depends on several characteristics of the sobteslithemselves. For example, if
followers are high in ability, an instrumental styleleadership may be unnecessary; instead, a
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less structured, supportive approach may be preferabltheQother hand, if subordinates are low
in ability, they may need considerable guidance to help tltzim aheir goals. Similarly, people
high in need for affiliation (that is, those desiringsdpfriendly ties with others) may strongly
prefer a supportive or participative style of leadershipps€éhhigh in the need for achievement
may strongly prefer an achievement-oriented leaderwdmecan guide them to unprecedented
levels of success.

The theory suggests that the most effective leadershi@atso depends on several aspects of
the work environment. Specifically, path-goal theory predibat when tasks are unstructured
and nonroutine, an instrumental approach by the leadetbmégst since much clarification and
guidance might be needed. However, when tasks are strucameedhighly routine, such
leadership may get in the way of good performance, andbmaesented by subordinates who
think the leader is engaging in unnecessary meddling. (SebiEXHor an overview of all these
aspects of path-goal theory.)

EXHIBIT 3
PATH-GOAL THEORY
According to path-goal theory, perceptions among empoiles leaders are helping them attain
valued goals enhances their motivation and job satisfacBuch perceptions are encouraged
when a leader's style is consistent with the neadscharacteristics of subordinates and various
aspects of the work environment.

Leader's style Contingency factors Perception that

(instrumental, (characteristics the leader is
supportive, » of subordinates, » being helpful
participative, work environmentis) (e.g.. eliminating

achievemsni- obstacles})
oriented)

Motivation and
job satisfaction
are enhanced

Situational Leadership Theory: Adjusting Leadership Styleto the Situation

Another theory of leadership, situational leadership heis considered a contingency theory
because it focuses on the best leadership style fovem gituation. The theory, developed by
Hersey and Blanchard argues that leaders are effectir thiey select the right leadership style
for the situation they face. Essentially, this depeadsthe maturity of followers, or, their
readiness to take responsibility for their own behavidis, in turn, is based on two variables
with which we are already familiar: (1) task behavior—tlegree to which followers have the
appropriate job knowledge and skills (i.e., their need duidance and direction), and (2)
relationship behavior—the degree to which followers atengito work without taking direction
from others (i.e., their need for emotional support).

The Vroom and Yetton Model: Determining the Level of Suborihate Participation in

Decision Making

As many leaders have learned, allowing subordinates ticipate in decision making and
problem solving can greatly enhance leadership ability. TherWraad Yetton model specifies
the extent to which leaders should have their subatesnparticipate in the decision-making.
How much subordinates should participate depends on asgetts decision that needs to be
made, the subordinates involved, and the informatiodeat¢éo make a good decisiolim this
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model, the leader would examine the need for subordinabdvement, how much involvement,
and who to involve.
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CHAPTER 8
PROSOCIAL BEHAVIOR, COOPERATION, CONFLICT, AND STRE SS

LEARNING OBJECTIVES
After reading this chapter you will be able to:

» Describe organizational citizenship behavior and how it beagromoted.
» Distinguish between prosocial behavior and cooperation.

» Identify factors that promote interpersonal cooperation.

» Describe the causes of conflict in organizations.

e ldentify the positive and negative consequences of conflmrganizations.
» Describe techniques for managing conflict in organizations.

» Define stress and identify the various causes of stnesganizations.

» Describe the major effects of stress on people in aczgdons.

« ldentify various ways stress can be managed on the job.

"No person is on an island" as they say. Some tinaother, even loners must coordinate their effort
with others to get things done. Indeed, working together etltbrs is a critical aspect of organizationa
life. However, as you may know from experience, thiesid always occur—at least, as smoothly as
should. There are, of course, times when we help e&eln, dtut there also are times when people wor
in direct opposition with, or even go out of their weyy purposely harm one another. It is these
processes of working with others, or against them,vibatill focus on in this chapter.

We will examine prosocial behavior—the tendency for petpleelp others on the job, even
when there doesn't appear to be any reward or incemieealso will examine situations in which
people help each other and receive help from them, kre®waooperation. Balancing this positive ten-
dency, we will examine the darker side of behavior in mwirgdions—the tendency for people's interes
to conflict, all too often resulting in harm to others tor organizations themselves. As you mighi
imagine, such situations can be extremely stressfulveder, conflict is only one possible source of
stress we confront in organizations. With this in mind, wit conclude this chapter by discussing
various sources of stress, as well as the consequehatress, and how these may be lessened
avoided, if not eliminated altogether.

PROSOCIAL BEHAVIOR: HELPING OTHERS
Helping others on the job, as you might imagine, offees beyond merely being polite and attentive
Indeed, it is a key element in making work a pleasanérence and a productive one as well. With thi
in mind, we will now discuss two important forms of proisb behavior—acts that benefit others in
organizations. These are organizational citizenship behar@whistle-blowing.

Organizational Citizenship Behavior: Above and Beyond Job Requirements

Imagine the following scene. It's approaching 5:00 p.m. anttey@auapping up your work for the day.
You're anxiously looking forward to getting home and relaxXifugile this is going on, the scene is quite
different at the next cubicle. One of your colleagues baen working feverishly to complete an
important report, but appears to have hit a snag. She aewvittle hope of getting the report on the
boss's desk before he leaves for the day—that is, witreur help. Pitching in to help your colleague is
something you don't have to do. After all, there's notimngour formal job description that makes it
necessary for you to do so. What's more, you're quitgynadter your own long day of work. However,
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1.

2.

when you see the bind your colleague is in, you put asideoyenrfeelings and offer to stay and help
her out.

In this case, although you're probably not going to winraegals for your generosity, you are
being helpful, and you have gone "above and beyond theotallity.” Actions such as these, that
exceed the formal requirements of one's job, are knamamganizational citizenship behavig©CB).

It is easy to imagine how such behavior, although inébrand sometimes minor in nature, plays a ver
important role when it comes to the smooth functioningrgfnizations. The example we just gave—
volunteering to help one of your co-workers—is just oh&ve different forms that OCB can take.

Why Does OCB Occur?As you know, people are sometimes selfish and do nogengaDCB. What

lies behind the tendency to be a good organizational citizéh@uh there are several factors involved.
evidence strongly suggests that trust is the most imgdaetor—that is, people's beliefs that they are
being treated fairly by their organization (especiallyirtiamediate supervisors). The more people
believe they are treated fairly by the organization, timee they trust its management, and the mor
willing they are to go the extra mile to help out wheseded. In contrast, those who feel that thei
organizations are taking advantage of them are likeletontrusting and unlikely to engage in OCB.

Does OCB Really Matter? As you might imagine, the effects of OCB are difficto assess because
OCB generally is not included as part of any standard peafocen measures that a company gathel
about its employees. However, OCB does have importdattefon organizational functioning.

Specifically, people's willingness to engage in varioymesyof OCB is related to such work-relatec
measures as job satisfaction and organizational conamnitnwhich, as described in Chapter 4, ar
related to organizational functioning in a number of compMays. In addition, being a good

organizational citizen can have important effects ecruiting efforts. After all, the more positive
statements current employees make about the companiedict they are employed, the more
effectively those companies will be able to recruitlthet new employeekl conclusion, although the

effects of OCB may be indirect and difficult to mea&suhey can be very powerful.

Tips for Promoting OCB. Given the importance of OCB, it makes sense to highkgime specific
ways of encouraging these forms of behavior. Several ftgruseful suggestions may be made.

Go out of your way to help otherBhe more you help your colleagues, the more likely thybe
to help you. Soon, before you know it, with everyonegingl everyone else, prosocial behavior will
become the norm—that is, a widely accepted practideeicdmpany.

Be an example of conscientiousndsmiployees are inclined to model the citizenship behavfior
their supervisors. If, as a manager, you set a good exdmpieming to work on time and by not
making personal phone calls, your subordinates mayxpected to follow your lead. Although it
might not be this easy, at least you have some cfigglitvihen you do insist that your subordinates
refrain from these forms of poor citizenship.

Make voluntary functions furt only makes sense that employees will not be mi/éo attend
voluntary meetings or corporate functions of one kindnother (e.g., picnics, award banquets) unle:
these are enjoyable. People are more likely to shewgtiod citizenship associated with attending
corporate functions when the company makes it worthwbilghem to do so. After all, the more
desirable it is for someone to be prosocial, the mixedyl that individual is to be a good or-
ganizational citizen.

Demonstrate courtesy and good sportsmansipen something goes wrong, don't "make a stink,
rather, just "grin and bear it." Someone who "blows ughatslightest provocation is not only a poor
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organizational citizen, but is one who may well diseméargood citizenship among others.

Whistle-Blowing: Helping through Dissent

Sometimes, employees face situations in which they recogimée their organization is behaving in an
improper fashion. To right the wrong they reveal thecfiza to someone who may be able to correc
it—an action known as whistle-blowing. Formally, whidblewing refers to the disclosure by employ-
ees of illegal, immoral, or illegitimate practices ésployers to people in the organization who ar
authorized to take action.

Is whistle-blowing a prosocial action? From the point ofwag society, it usually is. In many instances,
the actions of whistle-blowers can protect the healtfetygaor security of the general public. For
example, an employee of a large bank who reports asklegal practices to an appropriate regulaton
agency may be protecting thousands of depositors fromdsvable delay in recovering their savings.
Similarly, an individual who blows the whistle on illégiumping of toxic chemicals by his or her
company may save many people from serious illness. Bamanary of some famous cases of whistle

blowing, see Exhibit 1.

In recent years, whistle-blowing has occurred in a vagétifferent companies. Here is an overview of

EXHIBIT 1

WHISTLE-BLOWING: SIX RECENT CASES

some famous whistle-blowers and their actions.

Whistle-blower

James Bingham,
former assistant
treasurer;

Xerox

Nina Aversano,
former president
of North America
sales to service
providers;
Lucent
Technologies

Tax attorney
Robert Schmidt
and tax manager
Thomas Walsh;
Levi Strauss

William J. Murry,
a former senior

What happened

In 2000, Bingham alleged that Xerox fired |
for drawing management's attention to
accounting and financial-reporting errors. H
assisted the SEC in a civil case that Xerox
later settled by paying a $10 million fine an
restating four years' worth of financials. The
company also covered nearly $20 million fi
against executives charged with fraud.

Aversano filed suit against Lucent in
December 2000, alleging that the company
then-CEO fired her after she called his sale
targets unreachable and told him he was
misleading investors with aggressive forec:

The pair claim that Levi Strauss fired them
December 2002 after they refused to withh
financial information from auditor KPMG.
They brought suit in April 2003, accusing L
of filing false financial statements since 199
They have also called for whistle-blower

protection.

Murry filed suit in April under Section 806
Sarbanes-Oxley. He alleges that Dallas-ba

Status

Wrongful-dismissal suit
pending.

Suit was settled in January.

Levi countersued in May,
alleging that the pair stole
company documents and

accusing them of defamatior).

Trial date expected soon.
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vice president of |energy company TXU fired him for

capital guestioning what he saw as unorthodox
management; accounting and arguing that the company ¢
TXU not have the required 180 days to review th

claim before Murry took it to federal court. A
federal judge in Dallas denied the request.

Anthony Gonzalez approached the president and th| Gonzalez filed suit under
Gonzalez, CEO of Colonial after he learned they had |Sarbanes-Oxley in July
chairman of started a side business together that comp

Colonial's local |with the company. When the pair continued
advisory board; [the business despite his warning, Gonzale:
Colonial Bank  |spoke with the CEO and CFO of Colonial's
parent company in Alabama. He alleges he
was fired the following day.

David Welch, In court in August, Welch's attorney invoke{Decision pending.
former CFO; the Sarbanes-Oxley whistle-blower provisic

Cardinal arguing that Cardinal fired his client for

Bankshares raising concerns about accounting and

refusing to certify the company's financial
reports. According to Cardinal, Welch was
fired after he was asked to discuss his
allegations with the company's lawyer and
of its external auditors but refused to talk
without his own lawyer present.

As you might imagine, blowing the whistle on one's emplas/dikely to be a very costly act for
employees, as they often find themselves facing a Ilapdpill battle attempting to prove the
wrongdoing. They also frequently face ostracism and loian jobs in retaliation for their disloyalty.
Although various laws prevent employers from firing peoghrectly because they blew the whistle,
organizations frequently find alternative official groundsdismissing "troublemakers." In other words,
although whistle-blowing often involves considerable costjrtiportance of the action motivates some
people to engage in this form of prosocial behavior.

In theory, disgruntled ex-employees have always begle to accuse their ex-employers of
misdeeds in order to claim wrongful termination. But uthtéd passage of Sarbanes-Oxley (Section 8C
provisions), most public-company employees had little te dgiaiancially if the company denied the
charges and refused to settle. Since the mid-1980s, thelffgd@ernment has protected whistle-blower:
whose work affects public welfare, including, for examéeleral employees, government contractors
power-plant operators, and airline staff. But people whkesput about financial fraud had no legal
protection except for a handful of state laws—and th&enoonly if the matter affected the general
public.

Now, the Act says that an employee needs only "sonade belief' that his or her employer is
violating a securities law or is in any other way impegilshareholder value to qualify for government
protection from retaliation. "Retaliation” encompassesrything from firing to verbal threats and missec
promotions. Within 90 days of experiencing retaliation, anleyag can file for protection, which means
anything from reinstatement with back pay to a full fedecairt trial with the potential of compensation
for pain and suffering. These protections apply evenh& émployee is wrong about his or her
accusations.
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COOPERATION: PROVIDING MUTUAL ASSISTANCE
Thus far, our discussion of prosocial behavior has focusezhe persons' giving help to another.
However, it probably is even more common in organizatiorf;d situations in which assistance
is mutual, with two or more individuals, teams, or orgati@ns working together toward some
common goal. Such efforts are known as acts of cooper#&gogou might imagine, cooperation
is essential to organizational success. Unless individigals)s, and entire organizations cooperate
with each other, all are likely to fall short of thebjectives. With this in mind, it makes sense to
consider the factors that bring about cooperation, bdthnworganizations and between them as
well. Accommodating is a conflict handling intention. The dimens of conflict handling
intentions are assertiveness and cooperation. Antiateis what mediates between one’s actual
behavior and one’s emotions and perceptions. Accommodatintyes placing another person’s
interests above one’s own. It represents the mininofinassertiveness and the maximum of
cooperation. For example, the seller should accommdtateustomer by providing the product
the customer wants.

Cooperation within Organizations
Several factors affect the tendency for people to aadpeavith each other within organizations.
We will review some of the key ones here.

The Reciprocity Principle. We all know that "the Golden Rule" admonishes us tarmo others

as we would have them do unto us. However, this doesn'tliiessactly the way people behave.
Instead of treating others as we would like to betéitamost people tend to treat others the way
they have been treated in the past by them. In shortrevenare inclined to follow a different
principle: "an eye for an eye and a tooth for a tooth.'iéacientists refer to this as the principle
of reciprocity—the tendency to treat others as they haated us.

To a great extent, the principle of reciprocity descrities way people behave when
cooperating with others. The key task in establishing cotperan organizations is
straightforward: Getting it started. Once individualseams have begun to cooperate, the process
may be largely self-sustaining. That is, one unit's coop@raincourages cooperation among the
others. To promote cooperation, therefore, managerscshtiempt to get the process underway.

Trust: Believing in Others. Earlier, we described trust as a determinant of orgaomedt
citizenship behavior. As you might imagine, it also [goaverful cause of cooperation as well. In
particular, the kind of trust that encourages cooperativalies demonstrating that you really
care for someone and that you will be there for tleenotionally when needed (termed affect-
based trust) Managers who have helped their subordinates in the pdstlao interact with them

a great deal are likely to enjoy high amounts of affested trust among these subordinates. And,
workers are more likely to cooperate with such supervig@s those with whom they have not
developed affect-based trust.

Personal Orientation. As you know from experience, by nature, some peopid te be more
cooperative than others. In contrast, other people i tfar more competitive—interested in
doing better than others in one way or another. Notrisimgly, scientists have found that people
can be classified reliably into four different categeméth respect to their natural predisposition
toward working with or against others. These are agvisll

e Competitors- People whose primary motive is doing better thanrefh®esting them in open
competition.
* Individualists- People who care almost exclusively about maximizing then gain, and who
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don't care whether others do better or worse thandélkes.

» Cooperators People who are concerned with maximizing joint outcgrgetting as much as
possible for their team.

* Equalizers- People who are interested primarily in minimizing théerences between
themselves and others.

Although there are individual differences between peopien as a whole tend to favor a
competitive orientation, attempting to exploit othensuad them. In contrast, women tend to favor
a cooperative orientation, preferring to work with otheople rather than against them, and they
also tend to develop friendly ties with othersStill, it would be a mistake for managers
automatically to assume that men and women fall inbh sategories. Instead, it is recommended
that managers take the time to get to know their individieakers' personal orientations and then
match these to the kinds of tasks to which they mayebeduited. For example, competitors may
be effective in negotiation situations whereas coopesattay be most effective in teamwork
situations.

Organizational Reward Systemslt is not only people’s predisposition that leads therbehave
cooperatively, but differences in the nature of organimaticeward systems as well. Despite good
intentions, companies all too often create rewardegys that lead their employees to compete
against each other. This would be the case, for exampéecompany in which various divisions
sell products that compete with each other. Sales repatises who receive commissions for
selling their division's products have little incentiveh®lp the company by attempting to sell
another division's products. In other words, the company'sdesyatem discourages cooperative
behavior.

With an eye toward eliminating such problems and fosteriogp@ation, many of today's
companies are adopting team-based rewartigese are organizational reward systems in which at
least a portion of an individual's compensation is baseth@merformance of his or her work
group. The rationale behind these incentive systemsaigistiorward: People who are rewarded
for contributing to their groups' performance will foctieit energies on group performance. In
other words, they will cooperate with each other. Aligio there are many difficult challenges
associated with setting up team-based reward programsréhatamageable (e.g., ones based on
measurable rewards) and that people find acceptable (eeg,that are administered fairly),
companies that have met these challenges have reapefiihén the forms of increased job
satisfaction and productivity.

Cooperation between Organizations

Thus far, we have discussed only cooperation between ep&afhlin organizations. However,
cooperation also takes place between organizations. Indbéed,term inter-organizational
coordination is used to describe instances in which independganizations coordinate their
actions to attain mutual benefit.

Although we ordinarily think of organizations as competinthveiach other, there also are
conditions under which organizations cooperate with oreghan This generally occurs when
organizations face external threats that can be cathigy combining forces with others. For
example, middle-eastern nations joined forces in mgaDPEC to help control prices in the
petroleum market. Another example may be seen in todesadth care industry. Although
organized differently, many of today's hospitals havegdiforces by using a central management
to help save rapidly-rising expenses and to avoid the agpliycation of high-tech equipment and
services—arrangements known as multihospital consoitigaonsortium is a confederation of
organizations that maintain their formal independengethat coordinate their activities through a
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central management.

CONFLICT: THE INEVITABLE RESULT OF INCOMPATIBLE INT ERESTS

If we view prosocial behavior and cooperation as betngna end of a continuum, then it makes
sense to conceive of conflict as lying at the other Bnthe context of organizations, conflict may
be defined as a process in which one party believesitiotiher party has taken or will take actions
that are incompatible with his or her own interests.yAu might imagine, conflict occurs quite
commonly in organizations. In fact, about 20 percent ahagers' time is spent dealing with
conflict and its effects. Considering this, it makes seasexamine the causes and consequences
of conflict, and ways to effectively manage conflict tbaturs in the workplace.

Causes of Conflict

The conflicts we face in organizations may be viewedtesising from a variety of causes,
including both our interactions with other people and vhghdrganization itself. Conflict triggers
include ambiguous jurisdictions (unclear job boundaries); cotigrefor scarce resources; status
differentials; time pressures; personality clasheseasonable standards or rules; communication
breakdowns; and unrealized expectations. Here are jiestv a@f the most common sources of
organizational conflict.

Grudges. All too often, conflict is caused when people who h#wst face in dealing with

someone attempt to "get even" with that person by planminge dorm of revenge. Employees
involved in this kind of activity are not only going out of theiay to harm one of their co-
workers, but by holding a grudge, they are wasting energy dbald be devoted to more
productive organizational endeavors.

Malevolent Attributions. Why did someone do something that hurt us? To the etttahtwe
believe we are harmed by an individual's malevolent mefjeay., the desire to hurt us), conflict
Is inevitable. However, whenever we believe that wéesed harm because of factors outside
someone's control (e.g., an accident), conflict is liggly to occur. As you might imagine, it can
be problematic if we falsely attribute the harm wefesuto another's negative intent when, in
reality, that person's behavior was caused by exterrtarfac

Destructive Criticism. Communicating negative feedback in organizations is ineeitafdl too
often, however, this process arouses unnecessary comfietproblem is that some people make
the mistake of using destructive criticism—that is, negatéeriback that angers the recipient
rather than helps this person do a better job. The effesttive managers attempt to avoid conflict
by using constructive criticism instead—that is, criticigmattcan be used effectively by the
recipient to improve his or her performance.

Distrust. The more strongly people suspect that some othesiduoh! or group is out to get them,

the more likely they are to have a relationship witat therson or group that is riddled with
conflict. In general, companies that are considered gtaees in which to work are characterized
by high levels of trust between people at all levels.

Competition over Scarce ResourcesBecause organizations never have unlimited resources
(such as space, money, equipment, or personnel), it igadbkvithat conflicts will arise over the
distribution of those resources. This occurs in large pacause of a self-serving tendency in
people's perceptions—that is, people tend to overestimaie d¢vn contributions to their
organizations. Believing that we have made greater catityiis than others leads us to feel more
deserving of valued resources than they are. Inevitabhflicoresults when the others involved
do not see it this wa¥xpanding the pool of scarce resources permits botlageas to achieve

100



their objectives without having to give up anything of valuausTleach side wins.

Consequences of Conflict: Both Good and BadT'he word "conflict" doubtlessly brings to mind
negative images—thoughts of anger and confrontation. Indeede is no denying the many
negative effects of conflict. But conflict has a pesitside as well. The interactionist view is that
conflict may be constructive as well as destructive igedt encourages self-criticism, creativity,
and necessary change. Accordingly, managers may decidg#inialate controlled conflict.
Techniques for this purpose may include ambiguous or threateningwadoations; hiring
outsiders with different values, managerial stylesfudis, and backgrounds; designating an
individual to argue against the majority opinions of theugr@nd restructuring the organization to
disrupt the status quo. We will identify the many consequea€eonflict in organizations, both
positive and negative.

General Negative Consequences of Conflictthe major problem with conflict, as you know
from experience, is that it yields strong negative tns. However, these emotional reactions
mark only the beginning of a chain of reactions thatr@are harmful effects in organizations.

The negative reactions, besides being quite stressfble(tbescribed later in this chapter)
are problematic in that they may divert people's atteniom the task at hand. For example,
people who are focused on getting even with a co-workemaikdng him look bad in front of
others is unlikely to be attending to the most importaspect of their jobs. In particular,
communication between individuals or teams may be sera€ly affected that any coordination
of effort between them is compromised. Not surprisinglgh lowered coordination tends to lead
to decrements in organizational functioning. In short, orgdiozal conflict may have costly
effects on organizational performance.

Extreme Negative Consequences: Workplace Aggressiofll too often our newspapers are full
of stories of ex-employees who went berserk and redubiméhe workplace to murder their former
bosses and co-workers. In fact, each week for an avefddgepeople are murdered at work in the
United States. Although such acts of violence grab our attention, theylat the tip of the
iceberg.

In fact, such violent acts are merely one form of engeneral reaction to conflict known as
workplace aggression. This term refers to acts of harniimgy people in one's organization or the
organization itself. This can take many dramatic forms$ fat short of all-out violence. For
example, workplace aggression may include a wide rangehaivinrs, such as stealing from the
company, bringing a lawsuit against the company, sabotagiragsociate's work, or even saying
negative things about someone else or the company itiseléhort, although some of these
behaviors are more destructive than others, thesallaagtremely negative ways in which people
sometimes respond to conflicts that they become indatve

This is a key point: By recognizing that such aggressivevimisamay be the result of
workplace conflicts, the stage is set for managing adrsb as to eliminate—or at least, reduce
these behaviors. If instead, managers were to beli@vg@éople are prone to aggression primarily
because of reasons that lie outside their control, (&t@t's just the way some people are"), they
would be unlikely to acknowledge the possibility that theyld do anything about it (or even that
they may have contributed to it!). Although some peopd tme more inclined toward behaving
aggressively than others, managers are in a good positidrigger or to discourage these
reactions by virtue of the way they manage conflict.

Positive Consequences of ConflicHave you ever worked on a team project and found that you
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disagreed with someone on a key matter? If so, howalidrgact? Hopefully not by sabotaging
that person's work or acting aggressively and in factcoindict may have even brought the two
of you to the table to have a productive discussion atbeumatter at hand. As a result of this
discussion you even may have improved relations betteetwo of you and the quality of the
decisions that resulted from your joint efforts. luycan relate to this scenario, then you already
recognize an important fact about organizational conflitiatsome of its effects are positive.

Specifically, organizational conflict can be the sowtseveral benefits. Among these are the
following.

« Conflict may improve the quality of organizational deaisidas in the above example).

« Conflict may bring out into the open problems that previphalve been ignored or avoided.
» Conflict may motivate people to appreciate each othergigogmsmore fully.

« Conflict may encourage people to consider new ideatiidacilitating change.

In view of these positive effects of conflict, the keyto make sure that the benefits outweigh the
costs. It is with this goal in mind that managers workdd@ently to effectively control
organizational conflict. We will now examine some & thays to go about doing this.

Conflict Management Techniques
Several techniques are widely used to manage organizatanfatt We will now review the two
most popular ones—bargaining and third-party intervention.

Bargaining. When conflicts arise between individuals, groups, or evéireesrganizations, the
most common way to resolve them is to negotiate @tisal that is acceptable to all the parties
involved. This process is known as bargaining. Formallydefne bargaining as the process in
which two or more parties in dispute with each other amgk offers, counteroffers, and
concessions in an attempt to find a mutually acceptableragrée

Obviously, bargaining does not work when the parties sigadhere to their positions without
budging, or "stick to their guns." For bargaining to be ¢iffec the parties involved must be
willing to adjust their stances on the issues at hand. fandhe people involved to be willing to
make such adjustments, they must believe that they fuaind an acceptable outcome—one that
allows them to claim victory in the negotiation procdssr bargaining to be most effective in
reducing conflict, this must be the case for all sideat 19) outcomes must be found for all sides
that allow them to believe that they have "won" tiegotiation process—results known as win-
win solutions. Several effective ways of finding sudh-win solutions may be identified.

1. Avoid making unreasonable offetmagine that a friend of yours is selling a used car afith
asking price of $10,000—the car's established "book valuedulfyere to attempt to "low ball”
the seller by offering only $1,000, your bad-faith offer Imignd the negotiations right there. A
serious buyer would offer a more reasonable price $3898300—one that would allow both the
buyer and the seller to come out ahead in the deahdrt, extreme offers tend to anger one's
opponents, sometimes ending the negotiation process smuranote, allowing none of the
parties to get what they want.

2. Seek common groundll too often, people in conflict with others assuthat their interests
and those of the other party are completely incommatihen this occurs, they tend to
overlook the fact that they actually might have salvareas of interest in common. When
parties focus on possible areas of agreement between ithieelps bring them together on the
areas of disagreement. So, for example, in negotidtmgleal for purchasing the used car, you

102



might establish the fact that you agree to the sellingepoif $9,000. This verifies that the
interests of the buyer and the seller are not caelglencompatible, thereby encouraging them
to find a solution to the area in which they disagseeh as a payment schedule. In contrast, if
either party believed that they were completely fartapaall aspects of the deal, they would be
less likely to negotiate a win-win solution.

Broaden the scope of issues considefgaimetimes, parties bargaining with each other have
several issues on the table. When this occurs, it adterseful to consider the various issues
together as a total package. Labor unions often do this irtiagg contracts with company
management whenever they give-in on one issue in excliangensideration on another issue.
So, for example, in return for not freezing wages, mgany may agree to concede to the
union's other interests, such as gaining representatideeyprtorporate committees. In other
words, compared to bargaining over single issues (e.g., ite @ the used car), when the
parties get to bargaining across a wide array of issuefieit is easier to find solutions that are
acceptable to all sides.

Uncover "the real" issueg:requently, people focus on the conflicts between timeonly a
single area although they may have multiple conflictsveen them—some of which may be
hidden. Suppose, for example, that your friend is being reglyestubborn when it comes to
negotiating the price of the used car. He's stickinglyinm his asking price, refusing to budge
despite your reasonable offer, possibly adding to theicobg&tween you. However, it may be
the case that there are other issues involved. For égahgmay be trying to "get even" with
you for harming him several years ago. In other wordstwnay appear to be a simple conflict
between two people actually may have multiple sourdedirf§ long-lasting solutions requires
identifying all the important issues—even the hidden ones—bending them to the table.

Note: Problem solvings a means of confronting the conflict and removing itssea. The
emphasis is on facts and solutions, not personalitiesagsignment of blam&ptimizing or
problem solving entails addressing the source of conflidt farding alternative strategies that
benefit all parties. It promotes cooperative, posiattdudes that transfer to other organizational
behaviors. Hence, optimizing may be worth the expendiafrenore resources than other
strategies because it improves the future relationshtheopartiesSmoothings another conflict
resolution technique in which differences are de-emphdsind common interests of the parties
are emphasized. Smoothing (downplaying differences and empitacommon interests) and
compromise (requiring each party to make concessions) Huessialn approaches to conflict
management. They have the disadvantage of not solvingntterlying problems that created the
conflict.

Third-Party Intervention. As you probably know from experience, attempts at nagog a
solution between parties with conflicting interests somes deadlock. A widely used and
effective means of breaking such deadlocks is to usd farties—individuals who are not
involved in the dispute who are called upon to intervertbannterest of finding a resolution.

One commonly used type of third-party intervention isvkm@s mediation. In mediation,
the third party attempts to create voluntary agreentmtiseen the disputants. Mediators have no
formal power and cannot impose any agreement on the twa $id¢ead, they seek to clarify the
issues involved and enhance the communication between thes plr short, the role of mediators
IS to serve as a facilitator—that is, to help the sfdesmutually acceptable agreements.

Another widely used technique is known as arbitration. hirest to mediators, arbitrators
do have the power to impose the terms of an agreeieniever, depending on the specific type
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of arbitration employed, the parties may or may not @icttee arbitrator's decisions. Specifically,

in binding arbitration, the two sides agree in advance tepathe terms of the agreement imposed
by the arbitrator. Contrastingly, in voluntary arbiwatthe two sides retain the option of rejecting
the arbitrator's decision.

In addition to this important distinction, arbitratiols@varies in terms of the nature of the
decisions that the arbitrators can consider. For el@gmpconventional arbitration, the arbitrator
can offer any terms he or she desires. However, itdiffier arbitration, arbitrators are limited to
selecting between the final offers made by one of isjguting parties.

Although both mediation and arbitration are popular methofigesolving conflict
(particularly in disputes between labor and managemenipg), they tend to be nowhere near as
effective as settlements that are directly negotiattdieen the conflicting parties themselves. In
other words, mediated and arbitrated settlements genaralliess likely to hold than negotiated
settlements. This occurs for several reasons. Firstdisputing parties might not trust the third
party, believing that he or she is biased, leading themejext the decision. Second, because
disputing parties generally invest more effort into findinlysons they have to negotiate them-
selves than decisions that are made for them by thirdepattiey become more committed to
accepting those decisions. Both of these explanatiadsus to the same conclusion: Conflict can
be managed more effectively by having the disputing partgstiate with each other directly
than by using third-party intervention.

An important result of confronting conflict on the job that its effects are often quite
stressful. However, interpersonal conflict is but ohseveral sources of stress that people must
confront on their jobs. With this in mind, we will nowrh our attention to the important topic of
stress.

OB IN ACTION - When Partners Battle for Control of Their Company

Two partners founded a company; each had a 50 percent sthlkebunsiness. As the company’s
business grew, the future looked bright for the organizatidfter returning from vacation, one
partner found that the other had staged a coup. Persomhbkha fired and functions had been
shifted or eliminated. A court order prevented furtheoastby either partner.

Apparently this situation occurred because the two ownersidiabeen able to agree  pn
the company’s future direction. Their personal retetiop deteriorated. Since they had equal
power, two camps were formed. Eventually, one patioaght out the other because the conflict
could not be resolved. Even after the buyout, the pattreg left formed another competing
organization to continue to fight against his old paramel organization.

STRESS IN ORGANIZATIONS
Stress is an all-too-common aspect of work life todaynething few individuals can avoid. In
fact, a nationwide survey recently conducted by a lafgénsurance company showed that nearly
46 percent of American workers felt that their jobslaghly stressful. For 27 percent, work was
the single greatest source of stress in their livesl, rowing evidence suggests that high levels
of stress adversely affect physical health, psycholbgied-being, and many aspects of task per-
formance.

Evidence such as this makes a strong case for undergtardianizational stress. In this
final section of the chapter we will consider the majauses and effects of stress, as well as ways
of effectively managing stress so as to reduce its ivegmhpact. Before doing this, however, it
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would be useful to define stress more precisely and togiissh it from other concepts with
which it is related.

What Is Stress?
What do each of the following situations have in common?

e You get fired the day before you become eligible to xecgour retirement pension.

e You find out that your company is about to eliminate your depnt.

Your boss tells you that you are the only employee wilohot be getting a raise this year.
Your spouse is diagnosed with a terminal illness.

The answer, besides that they are all terrible sitnsit is that they are all external events (i.e.,
ones beyond our own control) that create extreme ddsnam us. Stimuli of this type are known
as stressors—formally defined as any demands, either cphysi psychological in nature,
encountered throughout the course of life.

When we encounter stressors, our bodies (in particularsysapathetic nervous systems and
endocrine systems) are mobilized into action, causeaythrate, blood pressure, and respiration
rate to rise. According to Hans Selye, a leading ex@etthis topic, these physiological reactions
can be divided into several distinct stages. When cotdd with any threat to our safety or well-
being, we experience an immediate and vigorous alarmiageagtrousal reaches high levels, and
many physiological changes that prepare our bodies to deterglurvival (either through fight or
flight).

This initial reaction is soon replaced by a second stagerkras resistance. Here, arousal
remains relatively high, but drops to levels that are mastainable over relatively long periods of
time. If the stressors persist, the body's resourcgse@ome depleted and a final stage known as
exhaustion occurs. At this point, people's ability to c(gieleast physically) decreases sharply,
and severe biological impairment may result. It is ¢hestterns of response that we are referring
to when we talk about stress. Specifically, with respemrganizations, we define stress as the
pattern of emotional states and physiological reastioeccurring in response to demands from
within or outside organizations (i.e., stressors).

As you might imagine, the mechanisms by which stresieai to stress reactions are not
direct and mechanical in nature. Rather, stress invgbexple's cognitive appraisal of the
potential stressors they face. In simple terms, ti@ss to occur people must perceive: (1) that the
situation they face is somehow threatening to themh,(2nthat they will be unable to cope with
these potential dangers or demands and that the situationassence, beyond their control. In
short, stress does not simply shape our thoughts; in ©&ses, it derives from and is strongly
affected by them. To the extent that people appraiseussituations as stressors, they are likely
to have stress reactions. Often, as we will sesetltan have damaging behavioral, psychological,
and/or medical effects on people. Before describingvii®@us consequences of stress we will
highlight some of its major causes.

Causes of Stress
What causes stress in work settings? Unfortunately,ighesla long one. Indeed, many different
factors play a role.

Occupational Demands. Some jobs, such as emergency room physician, polieef

firefighter, and airline pilot, expose the people whalltbem to high levels of stress. Others, such

as college professor, janitor, and librarian, are lksdylto produce stress. This basic fact—that
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some jobs are much more stressful than others—has deedirmed by the results of a survey
involving more than 130 different occupations.

What, precisely, makes some jobs more stressful tHaerst Research has shown that
several features of jobs determine the levels of sttheg generate. Specifically, people
experience greater stress the more their jobs reqdiyanaking quick decisions, (2) constantly
monitoring devices or materials, (3) repeatedly exchangiogntion with others, (4) working in
unpleasant physical conditions, and (5) performing unstredtrather than structured tasks. The
greater the extent to which a job possesses thesectdratics, the higher the level of stress that
job produces among individuals holding it. Nurses and longuatist bus drivers perform jobs that
match this profile—and, not surprisingly, people in the$s jend to show many of the adverse
signs of stress.

Conflict between Work and Nonwork. If you've ever known anyone who has had to face the
demands of working while at the same time trying teera family, you are probably well aware
of how difficult this situation can be. Not only mustuconfront the usual pressures of spending
time at work and maintaining focus on what you're doing, butalso must pay attention to the
demands placed on you by members of your family (e.gspend time with them, provide
financial support). When people confront such incompat#slitn the various sets of obligations
they have, they are said to experience role confistyou might expect, when we experience
conflicts between our work and nonwork lives, somethingtbiagve. Not surprisingly, the more
time people devote to their jobs, the more eventthair nonwork lives (e.g., personal errands)
adversely affect their jobs (e.g., not being able to gejaith done on time).

The stressful nature of role conflicts is particulaalyparent among people expected to
switch back and forth between the demands of work andyfa-a source of stress known as role
juggling. This is an especially potent source of stressngna very large population—working
mothers. Indeed, research has shown that when pe@pferaed to juggle various roles in their
lives (such is usually the case for working mothers)ehs fulfilling they find those roles to be.

Role Ambiguity: Stress from Uncertainty. Even if individuals are able to avoid the stress
associated with role conflict, they may still encourstereven more common source of job-related
stress: role ambiguity. This occurs when people are wiceabout several aspects of their jobs
(e.g., the scope of their responsibilities, what's etgueof them, how to divide their time between
various duties.) Most people dislike such uncertainty arif quite stressful, but it is difficult to
avoid. In fact, role ambiguity is quite common: 35 to 6@cpet of employees surveyed report
experiencing it to some degree.

Overload and Underload. When the phrase "work-related stress" is mentionedst people
envision scenes in which employees are asked to do more veorkhyy can handle in a given
period of time. Such an image is indeed quite legitimatesidch overload is an important cause
of stress in many work settings. In fact, in today'sintass environment, where downsizing is
common, fewer employees are often required to do mand whan ever before. A distinction
needs to be made, however, between Quantitative oaekdituations in which individuals are
asked to do more work than they can complete in a fapgmriod of time, and qualitative
overload where employees believe that they lack theined skills or abilities to perform a given
job. Both types of overload are unpleasant, and reséadihgs suggest that both can lead to high
levels of stress.

Yet, overload is only part of the total picture. Althougging asked to do too much can be
stressful, so can being asked to do too little. In fdedte seems to be considerable truth in the
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following statement: "The hardest job in the world isndonothing—you can't take a break."”
Underload leads to boredom and monotony. Since thesgoreaare quite unpleasant, underload,
too, can be stressful. Again, there is a distinctiomvéen quantitative underload and qualitative
underload. Quantitative underload refers to the borethanrésults when employees have so little
to do that they find themselves sitting around muchheftime. In contrast, qualitative underload
refers to the lack of mental stimulation that accongmmany routine, repetitive jobs.

Responsibility for Others: A Heavy Burden. Division of responsibility occurs in every
organization. Some people deal primarily with the produacside of the business (e.g., obtaining
supplies, maintaining equipment), others focus mainly omdiah matters (e.g., budgets, taxes,
accounting), and still others—usually supervisors or masagéeal primarily with people. Do
the levels of stress associated with these contgasties differ? Research suggests that they do.
In general, individuals who are responsible for motiggtimewarding or punishing, and
communicating with others experience higher levels @&sstthan individuals who handle other
organizational functions. Not surprisingly, top managees raore likely to report feelings of
tension and anxiety, and are more likely to show owampsoms of stress such as ulcers or
hypertension, than other high-ranking officials who focxdusively on functional areas, such as
finance or production.

Lack of Social Support: The Costs of Isolation According to the old saying, "misery loves
company.” With respect to stress, this statement i@t if we have to face stressful
conditions, it's better to do so along with othensd(with their support) than to do so alone. Does
this strategy actually work? In general the answer seerbs "yes." In fact, research has shown
that when individuals believe they have the friendsimg support of others at work, their ability
to combat the adverse effects of stress is strenglhdheappears that social support is an
important buffer against the effects of stress.

Sexual Harassment: A Pervasive Problem in Work SettingsThere can be little doubt that

sexual harassment (defined as unwanted contact or coication of a sexual nature, usually
against women) is a source of stress found in many oy'toderkplaces. The stressful effects of
sexual harassment stem primarily from two sources:h@ direct affront to the victim's personal
dignity and (2) the harasser's interference with theinvigtcapacity to do the job. It would

certainly be difficult to pay attention to what youtteing on your job when you have to con-
centrate on ways to ward off someone's unwantedtiitsh Not surprisingly, sexual harassment
has caused some people to experience many severe symptphmsioal illness and voluntary

turnover,

Unfortunately, this particular source of work-relatedsgris shockingly common. Indeed,
when asked in a New York Times/CBS News poll whether Haslyever been the object of sexual
advances, proposals, or unwanted sexual discussiongrfesmvho supervise them, 30 percent of
women answered "yes." And this is not a partisan issuenvdsked if they had ever said or done
something at work that could be construed by a femaleamplle as harassment, 50 percent of the
men polled admitted that they had.

Major Effects of Organizational Stress

By now, you are probably convinced that stress stems finany sources, and that it exerts very
detrimental effects on the people who experience iatWitay not be apparent, though, is just how
powerful and far-reaching such effects can be. In fagteffects of stress have become so extreme
that it has been estimated that its annual costs @xt@epercent of the U.S. gross national
product!
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Stress and Task PerformanceThe most current evidence available suggests that sxests
mainly negative effects on task performance. In othenmds, performance can be disrupted even
by relatively low levels of stress: The greater thresst people encounter on the job, the more
adversely affected their job performance tends to be.

Despite this general effect, we should note that theee exceptions. First, some
individuals, at least, do seem to "rise to the occéssamd demonstrate exceptional performances
at times of high stress. This may result from the fhat they are truly expert in the tasks being
performed, making them so confident in what they are ddiag they appraise a potentially
stressful situation as a challenge rather than athfad, as we noted earlier, by not cognitively
processing a situation as a threat, stress reactiensbkely to occur.

Second, large individual differences exist with respecth® impact of stress on task
performance. As your own experience may suggest, somadudis do indeed seem to thrive on
stress; they actively seek arousal and high leveleo$ation or stimulation. For such people,
stress is exhilarating and may improve their performahteontrast, other people react in an
opposite manner. They seek to avoid arousal and high lef/elsnsation. Such individuals find
stress upsetting, and it may interfere with their penforce on many tasks.

So, taking available evidence into account, the most reasoiconclusion we can offer
concerning stress and task performance is as followsndny situations, stress can indeed
interfere with performance. However, its precise @ffelepend on several different factors (e.g.,
complexity of the task being performed, personal charatteriof the individuals involved, their
previous experience with this task.) In view of such coripdes, generalizations about the impact
of stress on task performance should be made with coablderaution.

Burnout: Stress and Psychological AdjustmentMost jobs involve some degree of stress. Yet,
somehow, the people performing them manage to cope; tinege to function despite their
daily encounters with various stressors. Some individtiasigh, are not so fortunate. Over time,
they seem to be worn down by repeated exposure to sBesk.people are often described as
suffering from burnout—a syndrome of emotional, physiaatli mental exhaustion coupled with
feelings of low self-esteem or low self-efficacy, uktmg from prolonged exposure to intense
stress. Specifically, people suffering from burnout dematesseveral distinct characteristics.

1. Physical exhaustion. Victims of burnout have low enexgg feel tired much of the time. In
addition, they report many symptoms of physical strairh ag frequent headaches, nausea,
poor sleep, and changes in eating habits (e.g., loss ofteppet

2. Emotional exhaustion. Depression, feelings of helplessra®l feelings of being trapped in
one's job are all part of burnout.

3. Depersonalization. People suffering from burnout oftenafestnate a pattern of attitudinal
exhaustion known as depersonalization. Specifically, beEome cynical about others, tend to
treat them as objects rather than as people, and holtiveattitudes toward them. In
addition, they tend to derogate themselves, their jgitesr organizations, and even life in
general. To put it simply, they come to view the wardund them through stormy rather than
rose-colored glasses.

4. Feelings of low personal accomplishment. People suffdrom burnout conclude that they
haven't been able to accomplish much in the past, aadnasthat they probably won't succeed
in the future, either.

Stress and Health: The Silent Killer.How strong is the link between stress and personalitealt
The answer, according to medical experts, is "vagngt indeed." In other words, physiological
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strain reactions can be quite severe. In fact, sonteatis estimate that stress plays a role in
anywhere from 50 to 70 percent of all forms of physicaksk. Moreover, these figures include
some of the most serious and life-threatening ailmkemagvn to medical science.

Managing Stress: Some Effective Techniques

Stress stems from so many different factors and dondithat to eliminate it entirely from our
lives is impossible. What both individuals and organizetican do, however, is take steps to
reduce its intensity and to minimize its harmful effegb&n they occur.

Fortunately, strategies for attaining these goals eXighat steps can people take to protect
themselves against the adverse effects of stress?abgwed approaches have been identified.

1) Eat a healthy dietGrowing evidence indicates that reducing intake of saltsaturated fats,
and increasing consumption of fiber rich fruits and vdget are steps that can greatly increase
the body's ability to cope with the physiological eféeot stress.

2) Be physically fit. People who exercise regularly obtain many benefitsetjorelated to
resistance of the adverse effects of stress. For @rariitness reduces both the incidence of
cardiovascular illness and the death rate from sucasés. Similarly, physical fithess lowers
blood pressure, an important factor in many aspects admedraealth.

3) Relax and meditataVhen you think of successful executives at work, whatupctomes to
mind? Most of us probably would conjure up an image of someariaree phones at once,
surrounded by important papers in a whirlwind of activity. Pobbthe farthest thing from your
mind would be the image of someone resting calmly in aneesetting. Yet, for a growing
number of today's employees, this picture is quite comMdrat's going on in these companies
has been designed to help people become more productivie,the traditional, stress-inducing
way, but by helping them cope more effectively with str&ne technigue used in this regard is
meditation, the process of learning to clear one's mirekigrnal thoughts, often by repeating a
single syllable (known as a mantra) over and over again

4) Avoid inappropriate self-talkThis involves telling ourselves over and over how ibtarand
unbearable it will be if we fail, if we are not perfeot if everyone we meet does not like us.
Such thoughts seem ludicrous when spelled out in the pagesbobk, but considerable
evidence indicates that most people entertain themaat teccasionally. Unfortunately, such
thoughts can add to personal levels of stress, as indisidmdulize or catastrophize in their
own minds the horrors of not being successful, perfedoved. Fortunately, such thinking can
be modified readily. For many people, merely recognizivgg they have implicitly accepted
such irrational and self-defeating beliefs is suffiti@nproduce beneficial change and increased
resistance to stress.

5) Learn to react differentihWWhen faced with stressful events, people often protechsklves
from the rising tide of anxiety by adopting actions thatiacempatible with such feelings. For
example, instead of allowing our speech to become isioiglg rapid and intense as we become
upset, we can consciously modulate this aspect of our lmehadvireduction in arousal and
tension may result. People who practice this skill regeeat success.

6) Take atime-outWhen confronted with rising tension, people may find ifwige consciously
choose to insert a brief period of delay known as te-This can involve taking a short break,
going to the nearest restroom to splash cold water e's tace, or any other action that yields a
few moments of breathing space. Such actions interhgitycle of ever-rising tension that
accompanies stress, and can help to restore equililznnd the feeling of being at least partly in
control of ongoing events.

7) Enroll in a stress management prograf.growing number of companies have introduced
programs known as stress management programs that ayeedeto help employees reduce
and/or prevent stress. Typically, these involve systieaily training employees in many of the
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techniques we described earlier (e.g., meditation, aatax life-style management) as well as
others.
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CHAPTER 9
MAKING DECISIONS IN ORGANIZATIONS

LEARNING OBJECTIVES
After reading this chapter you will be able to:

» Identify the eight steps in the decision-making process.

» Describe the various categories of decisions that are maaganizations.

» Distinguish between the rational-economic and theiadtrative models of decision
making.

« Explain how various cognitive biases operate when peogle decisions.

» Identify various factors that contribute to imperfecatigi®en making in organizations.

« Describe the conditions under which individuals make bektersions than groups, and
vice versa.

» Describe the phenomenon of groupthink and ways of ovengpiti

« Explain how the Delphi technique and the nominal group tgalenare used to improve
the quality of decisions made by groups.

» Describe why people make unethical decisions in organizatiodswhat can be done
about it.

Decision making is widely considered as one of thetnmogortant, if not the most important, of
all managerial activities. Management theorists argkarchers agree that decision making
represents one of the most common and most cruciall @fork activities. In fact, the famous
organizational scientist Herbert Simon, who won a églvize for his work on decision making,
has described decision making as synonymous with mandgjynregy day, people in organizations
make decisions about a wide variety of things ranging frommndane to monumental.
Understanding how these decisions are made and howdhdyecimproved is a major goal of the
field of organizational behavior.

This chapter will examine theories, research, and pedctmanagerial technigques
concerned with organizational decision making. We will eevithe basic characteristics of
individual decisions and group decisions. For each, we delhtify factors that may adversely
affect the quality of decisions and techniques for improvingisaen quality. Then, we will
compare the quality of individual and group decisions on &tyeoif tasks and note the conditions
under which individuals or groups are better suited for matt@aisions. Finally, we will describe
various techniques that can be used to improve the qualitgaigions made by groups. But first,
we will begin by taking a closer look at the general pssoof decision making and the varieties of
decisions made in organizations.

THE BASIC NATURE OF ORGANIZATIONAL DECISION MAKING
Given the central importance of decision making in omgimns, we will begin our discussion by
highlighting some of the basic steps in the decision-ingagrocess and noting the general types of
organizational decisions that are made.

A General Model of Decision Making

Traditionally, scientists have found it useful to cqtcalize the process of decision making as a
series of steps that groups or individuals take to solvBlggms.A general model of the decision-
making process can help us understand the complex ndtorgamizational decision making (see
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Exhibit 1). This model highlights two important aspects oé tthecision-making process:
formulation, the process of understanding a problem aaidng a decision about it, and imple-
mentation, the process of carrying out the decision masleve present this model, keep in mind
that all decisions might not fully conform to the neaght-step pattern described (e.g., steps may
be skipped and/or combined). However, for the purpose otipgiout the general way the
decision-making process operates, the model is quite useful

EXHIBIT 1
THE DECISION-MAKING PROCESS
The process of decision making tends to follow the estdps outlined here. The running example
illustrates how a problem, insufficient funds to meetrplhybligations, can be applied to each
step.

1. Identify the problem

(e.g., insufficient funds fo
meet payroll obligations)

1 solution is
notfound

(e.g., funds still
not available)

K
i 8. Follow up l [ 2. Define objectives l
Problem ‘ BB | (eg. colnowhave (e.g., increase cash flow)
Solved sufficient funds?)
K

Iution is
found
{e.g., funds available)
7. implement choice

(e.g., raise prices slightly (e.g., decide to solve
and sell excess inventory) this problem afone)

A Y 4

[ 6. Make a choice l 4. Generate alternatives

(e.g., decide to raise prices (e.g., rafse prices, lay off
slightly and sell excess workers, liguidate
inventory) equipment, etc.)

3. Make a predecision

5. Evaluate alternatives

{e.g., higher prices may
lower sales, laying off
workers will siow production)

The first step in decision making is identifying the probldm. decide how to solve a
problem, one must first recognize and identify it. Fornepie, an executive may identify as a
problem the fact that the company cannot meet its pagbtifjations. This step isn't always as
easy as it sounds. People frequently distort, omit,regremd/or discount information around them
that provides important cues regarding the existence of pnebl€his, of course, is problematic.
After all, a problem cannot be solved if it is nevecognized. After a problem is identified, the
second step is defining the objectives to be met inraphti It is important to conceive of
problems in such a way that possible solutions can beifiddn The problem identified in our
example may be defined as "inadequate cash flow." By loakinige problem in this way, the ob-
jective is clear: increase available cash resereg.possible solution to the problem should be
evaluated relative to this objective.

The third step in the decision-making process is makingedepision. A predecision is a
decision about how to make a decision. By assessingypeeof problem in question and other
aspects of the situation, managers may opt to makeigiatethemselves, delegate the decision to
another, or have a group make the decision. Predecision&ldie based on research that tells us
about the effectiveness of decisions made under diff@iszumstances, many of which we will
review later in this chapter
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For many years, managers have been relying on theiritwition or empirically based
information about organizational behavior for the guidamezded to make predecisions.
Recently, however, computer programs have been developedasizimgn much of this informa-
tion in a form that gives managers ready access teadttwof social science information that may
help them decide how to make decisionSuch decision support systems (DSS), as they are
known, can only be as good as the information that goesdeneloping them. Research has
shown that DSS techniques are generally quite effectiveelping people make decisions about
solving problems.

The fourth step in the process is generating alterstitree stage in which possible
solutions to the problem are identified. Whenever possibleattempting to come up with
solutions, people tend to rely on previously used approattffagsmay provide ready-made
answers. In our example, some possible ways of solvingetrenue shortage problem include
reducing the work force, liquidating unnecessary equipnagt,ncreasing sales.

Because all these possibilities may not be equallyldaghe fifth step calls for evaluating
alternative solutions. Which solution is best? What wdid the most effective way of raising the
revenue needed to meet the payroll? The various altezeateed to be identified. Some may be
more effective than others, and some may be moffeuwdif to implement than others. For
example, although increasing sales would certainly hiegt,i$ much easier said than done. It is a
solution, but not an immediately practical one.

Next is the sixth step, making a choice. After sevaltalnatives are evaluated, one that is
considered acceptable is chosen. As we will describelghdifferent approaches to decision
making offer different views of how thoroughly people adesalternatives and how optimal their
chosen alternatives are. Choosing which course ofratditake is the step that most often comes
to mind when we think about the decision-making process.

The seventh step calls for implementing the chosemnaltive—that is, carrying out the
chosen alternative. The eighth and final step isvioflg up. Monitoring the effectiveness of the
decisions put into action is important to the successgdnizations. Does the problem still exist?
Have any new problems been caused by implementing the s@lultiois important to seek
feedback about the effectiveness of any attempted @olutithe solution works, the problem may
be considered solved and the process ends. If not, aohevos will have to be attempted and the
process continues.

Varieties of Organizational Decisions

Consider for a moment the variety of decisions likelype made in organizations. Some decisions
have far-reaching consequences and others are more muReapé sometimes make decisions
in situations in which the likely outcomes are well knoferg., the decision to underwrite life
insurance on the basis of actuarial data), whereashat titnes the outcomes are much more
uncertain (e.g., the decision to invade a hostile ndtio purposes of freeing hostages.) These are
good examples of the two major characteristics of org#inizal decisions: how structured or
unstructured the situation is, and how much certaintiskng involved in the decision.

Programmed versus Nonprogrammed DecisionsThink of a decision that is made repeatedly,
according to a preestablished set of alternatives. Fonmga a word processing operator may
decide to make a backup diskette of the day's work, or thegea of a fast-food restaurant may
decide to order hamburger buns as the supply starts tovgeDecisions such as these are known
as programmed decisions—routine decisions, made by lowdr-parsonnel, that rely on
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predetermined courses of action.

In contrast, we may identify nonprogrammed decisionsesofor which there are no
ready-made solutions. The decision-maker confronts a usitusgion in which the solutions are
novel. The research scientist attempting to find @& dar a rare disease faces a problem that is
poorly structured. Unlike the order clerk whose course odmacs clear when the supply of paper
clips runs low, the scientist in this example must el creativity rather than preexisting answers
to solve the problem at hand.

Certain types of nonprogrammed decisions are known asegic decisions. These
decisions are typically made by teams of high-levelcetiees and have important long-term
implications for the organization. Strategic decisiogffect a consistent pattern for directing the
organization in some specified fashion—that is, accordmgan underlying organizational
philosophy or mission. For example, an organization makena strategic decision to grow at a
specified yearly rate, or to be guided by a certain codemporate ethics. Both of these decisions
are likely to be considered "strategic" because theyegiie future direction of the organization.

Exhibit 2 summarizes the differences between programneah@mprogrammed decisions
with respect to three important questions. First, wigpés of tasks are involved? Programmed
decisions are made on tasks that are common and rowtieeeas nonprogrammed decisions are
made on unique and novel tasks. Second, how much relmtieereé on organizational policies? In
making programmed decisions, the decision-maker can couguidance from statements of
organizational policy and procedure. However, nonprogramdesisions require the use of
creative solutions that are implemented for thet fiisie; past solutions may provide little
guidance. Finally, who makes the decisions? Not surprisinglyprogrammed decisions typically
are made by upper-level organizational personnel, whereasmtire routine, programmed
decisions are usually relegated to lower-level personnel.

EXHIBIT 2
PROGRAMMED VERSUS NONPROGRAMMED DECISIONS
Programmed and nonprogrammed decisions differ with regpéoe types of tasks on which they
are made, the degree to which solutions may be found inngxeatganizational policies, and the
typical decision-making unit.

Type of Decision

Variable Programmed Decisions Nonprogrammed Decisions
Type of task Simple, routine Complex, creative
Reliance on Considerable guidance No guidance from past decisions

organizational policies  from past decisions
Typical decision maker Lower-level workers  Upper-level supervisors (usually
(usually alone) in groups)

Certain versus Uncertain DecisionsJust think of how easy it would be to make decisiongeif
knew exactly what the future held in store. Making the ipeststments in the stock market would
be a simple matter of looking up the changes in tomornoevisspaper. Of course, we never know
for sure what the future holds, but we can be moreinestane times than at others. Certainty
about the factors on which decisions are made is highlsedes organizational decision making.

Degrees of certainty and uncertainty are expressethtsments of risk. All organizational
decisions involve some degree of risk—ranging from complet&inty (no risk) to complete
uncertainty, "a stab in the dark" (high risk). To make Ibkest possible decisions in organizations,
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people seek to "manage” the risks they take—that is, mamzie the riskiness of a decision by
gaining access to information relevant to the decision.

What makes an outcome risky or not is the probahaitgbtaining the desired outcome.
Decision-makers attempt to obtain information abdet probabilities, or odds, of certain events
occurring given that other events have occurred. Fanple a financial analyst may report that a
certain stock has risen 80 percent of the time tlepthme rate has dropped, or a meteorologist
may report that the precipitation probability is 50 pergeat, in the past it rained or snowed half
the time certain atmospheric conditions existed.) @haay be considered reports of objective
probabilities because they are based on concreteabdzitlata. Many decisions are also based on
subjective probabilities—personal beliefs or hunches abouat wiil happen. For example, a
gambler who bets on a horse because it has a namardioniine of his children's, or a person who
suspects it's going to rain because he just washed his t@sing these judgments on subjective
probabilities.

Obviously, uncertainty is an undesirable characteristidecision-making situations. We
may view much of what decision-makers do in organizatioregtasnpting to reduce uncertainty
so they can make better decisions. In general, what reduteertainty in decision-making
situations? The answer is information. Knowledge aboaifptst and the present can be used to
help make projections about the future. A modern emplogeesss to the data needed to make
important decisions may be as close as the nearesputer terminal. A variety of online
information services are designed to provide organizaticleaision-makers with the latest
information relevant to the decisions they are making.

Of course, not all information needed to make decisammes from computers. Many
managerial decisions are also based on the decisikeri@ast experiences and intuition. This is
not to say that managers rely on subjective informatianaking decisions (although they might),
but that their history of past decisions—both successddailures—is often given great weight in
the decision-making process. In other words, when it sdmenaking decisions, people often rely
on what has worked for them in the past.

Part of the reason this strategy is often successfoécause experienced decision makers
tend to make better use of information relevant to tleésaans they are making. Individuals who
have expertise in certain subjects know what informasionost relevant and also how to interpret
it to make the best decisions. It is, therefore, moprise that people seek experienced
professionals, such as doctors and lawyers, who arersshyeterans in their fields when it
comes to making important decisions. With high levelsxgfertise comes information relevant to
assessing the riskiness of decision alternatives, anddogduce it. When businesses undertake
completely new ventures, not only do they have to make idesisn which they receive no
guidance from the past, but they also confront a greabtieiak.

APPROACHESTO DECISION MAKING IN ORGANIZATIONS
We all like to think that we are "rational" people whaka the best possible decisions. What does
it mean to make a rational decision? Organizationahtsts view rational decisions, as ones that
maximize the attainment of goals, be they the goadspErson, a group, or an entire organization.
In this section, we will present two models of decisimaking that derive from different
assumptions about the rationality of individual decisitakers: the rational-economic model, and
the administrative model.

The Rational-Economic Model: In Search of the Ideal Decision
What would be the most rational way for an individuageoabout making a decision? Economists
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interested in predicting market conditions and prices need on a rational-economic model of
decision making, which assumes that decisions are peafadtrational in every way. An
economically rational decision-maker will attempttaximize his or her profits by systematically
searching for the optimum solution to a problem. Fortihisccur, the decision-maker must have
complete and perfect information and be able to procéskialinformation in an accurate and
unbiased fashion.

In many respects, rational-economic decisions follbw same steps outlined in our
general model of decision making (see Exhibit 1). Howewdrat makes the rational-economic
approach special is that it calls for the decision-mékeecognize all alternative courses of action
(step 4), and to accurately and completely evaluate @aelistep 5). It views decision-makers as
attempting to make optimal decisions.

Of course, the rational-economic approach to decisaking does not fully appreciate the
fallibility of the human decision-maker. Based on tlssuanption that people have access to
complete and perfect information and use it to make pedecisions, the model can be
considered a normative (also called prescriptive) appreacie that describes how decision
makers ideally ought to behave so as to make the bssibfdecisions. It does not describe how
decision-makers actually behave in most circumstardes.task is undertaken by the next major
approach to individual decision making, the administratmeelel (for a comparison between these
two approaches, see Exhibit 3.)

March and Simon’s Administrative Model of Decision Making: Exploring the Limits of

Human Rationality

Whereas the classical model is prescriptive (it iné€dow decisions should be made), the March
and Simon’s administrative decision-making model isdpBve (it explains how people actually
make decisions in organizations. As you know from experjgmeeple generally do not act in a
completely rational-economic manner. To illustrates tpioint, consider how members of a
company's human resources department might select aeceptionist. After several applicants
are interviewed, the manager might choose the bestdsadseen so far and stop interviewing.
Had the manager been following a rational-economic mdudkelor she would have had to
interview all possible candidates before deciding on #s bne. However, by ending the search
after finding a candidate who was good enough, although magbeerfect in all respects, the
manager is using a much simpler approach.

The process used in this example illustrates an apptoatécision making known as the
administrative model. This conceptualization recognibas dlecision makers may have a limited
view of the problems confronting them. The number of swigt that can be recognized or
implemented is limited by the capabilities of the deciswwaker and the available resources of the
organization. Also, because decision-makers do not havecpenformation about the conse-
guences of their decisions, they cannot tell which obess.

How are decisions made according to the administrativdel? Instead of considering all
possible solutions, as suggested by the rational-economic |,mige administrative model
recognizes that decision makers consider solutions gdodmmme available. Then, they decide on
the first alternative that meets their criteria #mrceptability. Thus, the decision-maker selects a
solution that may be just good enough, although not optimealh Secisions are referred to as
satisfying decisions. Of course, a satisfying decision ughmeasier to make than an optimal
decision. In most decision-making situations, satisfyingsetats are acceptable and are more
likely to be made than optimal ones. The following agglbas been used to compare the two
types of decisions: Making an optimal decision is liked®@ag a haystack for the sharpest needle,
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but making a satisfying decision is like searching a haydtack needle that's just sharp enough
with which to sew.

EXHIBIT 3
THE RATIONAL-ECONOMIC MODEL VERSUS THE ADMINISTRATI VE MODEL
The rational-economic model and the administrativelehof individual decision making are
based on a variety of different assumptions about h@plpenake decisions.

Assumption Rational-Economic Model Administrative Model
Rationality of decision Perfect rationality Bounded rationality
maker
Information available Compete access Limited access
Selection of alternatives Optimal choice Satisficing ahoic
Type of model Normative (prescriptive) Descriptive

As we have noted, it is often impractical for pedj@ make completely optimal, rational
decisions. The administrative model recognizes thetdimnder which most organizational
decision-makers must operate, what is known as bouradiedality. The idea is that people lack
the cognitive skills required to formulate and solve higbbmplex business problems in a
completely objective, rational way.

It should not be surprising to hear that the adminigganodel does a better job than the
rational-economic model of describing how decision ma&etsally behave. Indeed, the model is
designed to do precisely this, and is therefore saicetddscriptive (also called proscriptive) in
nature. This interest in examining the actual, imperettavior of decision makers, rather than
specifying the ideal, economically rational behavior$ tegcision makers ought to engage in, lies
at the heart of the distinction between the admigise and rational-economic models. Our point
is not that decision makers do not want to behavenatyy but that restrictions posed by the
innate capabilities of the decision makers themselves lamdsacial environments in which
decisions are often made typically preclude "perfectisitens. With this idea in mind, we will
now examine some of the factors limiting optimal decisi

IMPEDIMENTS TO OPTIMAL INDIVIDUAL DECISIONS
The picture of an imperfect decision maker operating complex world is supported by many
studies that point to the seemingly irrational decisipasple make. These imperfections take
many forms, several of which we will review here.

Cognitive Biases in Decision-Making: Framing and Heuristics

Probably the most obvious limitation on people's abiidymake the best possible decisions is
imposed by their restricted capacity to process infoonaticcurately and thoroughly, like a
computer. For example, people often focus on irrelewrdatmation in making decisions. They
also fail to use all the information made availablettiem. Obviously, limitations in people's
abilities to process complex information adversely infeeetheir decisions. Beyond these general
limitations in human information-processing capacity, may note the existence of several
systematic biases in the way people make decisions.

Framing. One well-established decision-making bias has to do Wwéhténdency for people to

make different decisions based on how the problem iepied to them—that is, the framing of a
problem. Scientists have found that problems framed in mnenahat emphasizes the positive
gains to be received tend to encourage conservative dec{g®e.n decision makers are said to be
risk averse), whereas problems framed in a manner thahasizes the potential losses to be
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suffered lead to risk-seeking decisions. Consider thewolp example:

The government is preparing to combat a rare disease expedtded t600 lives. Two alternative
programs to combat the disease have been proposed eadtticbf scientists believe, will have certain
consequences. Program A will save 200 people, if adoptegraPnd® has a one-third chance of saving all
600 people, but a two-thirds chance of saving no one. Which prayraou prefer?

When such a problem was presented to a group of people, 72 pergartsed a
preference for Program A, and 28 percent for Program Bthar words, most preferred the "sure
thing" of saving 200 people over the one-third possibilityasirey them all. However, a curious
thing happened when the description of the programs waeda negative terms. Specifically:

Program C was described as allowing 400 people to die, jftedloProgram D was described as
allowing a one-third probability that no one would die, and attvwras probability that all 600 would die.
Now which program would you prefer?

Compare these four programs. Program C is just anotheiofvstating the outcomes of
Program A, and Program D is just another way of gatie outcomes of Program B. However,
Programs C and D are framed in negative terms, whicholexpposite preferences: 22 percent
favored Program C and 78 percent favored Program D. &1 atbrds, people tended to avoid risk
when the problem was framed in terms of "lives saved, (nepositive terms), but to seek risk
when the problem was framed in terms of "lives los#' (in negative terms).

Scientists believe that such effects are due to thenepder people to perceive equivalent
situations framed differently as being not really eq@imal In other words, focusing on the glass
as "half full" leads people to think about it differgnthan when it is presented as being "half
empty,” although they might recognize intellectually thia¢ two are really the same. Such
findings illustrate our point that people are not congljetrational decision-makers, but are
systematically biased by the cognitive distortions edty differences in the way problems are
framed.

Heuristics. Framing effects are not the only cognitive biases to hwidecision makers are
subjected. It also has been established that people tfempato simplify the complex decisions
they face by using heuristics—simple rules of thumb that ginels through a complex array of
decision alternatives. Although heuristics are potentiggful to decision makers, they represent
potential impediments to decision making. Two very comnigmes of heuristics may be
identified.

First, the availability heuristic refers to the tendefar people to base their judgments on
information that is readily available to them—eveaugh it might not be accurate. Suppose, for
example, that an executive needs to know the percentageesing college freshmen who go on
to graduate. There is not enough time to gather the apgestatistics, so she bases her
judgments on her own recollections of when she wasllage student. If the percentage she
recalls graduating, based on her own experiences, isrhagHewer than the actual figure, her
estimate will be off accordingly. In other words, lbasjudgments solely on information that is
conveniently available increases the possibility of makingccurate decisions. Yet, the
availability heuristic is often used when making decisions.

Second, the representativeness heuristic refers taetidency to perceive others in
stereotypical ways if they appear to be typical reptesiwes of the category to which they
belong. For example, suppose you believe that accouraantsight, mild-mannered individuals,
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whereas salespeople are less intelligent, but much extn@verted. Further, imagine that there are
twice as many salespeople as accountants at a padym&et someone at the party who is bright
and mild-mannered. Although mathematically the odds aretdveme that this person is a
salesperson rather than an accountant, chances aravifjoguess that the individual is an
accountant because she possesses the traits you a&ssdttiaccountants. In other words, you
believe this person to be representative of accountargeneral—so much so, that you would
knowingly go against the mathematical odds in making yournygshy. Research has found that
people often make this type of error in judgment, thereby gireyigood support for the existence
of the representativeness heuristic.

It is important to note that heuristics do not alwaysdetate the quality of decisions
made. In fact, they can be quite helpful. Peoplenotise rules of thumb to help simplify the
complex decisions they face. For example, managesmentists employ many useful heuristics
to aid decisions regarding such matters as where toelagatehouses or how to compose an
investment portfolio. We also use heuristics in our edeyylives, such as when we play chess
("control the center of the board") or blackjack (¢t 16, stick on 17").

However, the representativeness heuristic and théabiigy heuristic may be recognized
as impediments to superior decisions because they digeoweople from collecting and
processing as much information as they should. Making judtgy@n the basis of only readily
available information, or on stereotypical beliefih@gh making things simple for decision-
makers, does so at a potentially high cost—poor decisidnss, these systematic biases represent
potentially serious impediments to individual decision imgk

Escalation of Commitment: Throwing Good Money after Bad

It is inevitable that some organizational decisions bellunsuccessful. What would you say is the
rational thing to do when a poor decision has been madaRively, it makes sense for the
ineffective action to be stopped or reversed, to "cut yogses and run." However, people don't
always respond this way. In fact, it is not unusualnd fhat ineffective decisions sometimes are
followed up with still further ineffective decisions.

Although this might not seem like a rational thing to dus tstrategy is frequently
followed. Consider, for example, how large banks and gowents may invest money in foreign
governments in the hope of turning them around even thougihastesult becomes increasingly
unlikely.

EXHIBIT 4
ESCALATION OF COMMITMENT
According to the escalation of commitment phenomepenple who have repeatedly made poor
decisions will continue to support those failing coursesctiba in the future so that they may
justify their original decisions.
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Why do people do this? If you think about it, you may redlie¢ the failure to back your
own previous courses of action in an organization woultaken as an admission of failure—a
politically difficult position to take in an organizatiotn other words, people may be very
concerned about saving face—Ilooking good in the eyestladrs. Scientists believe that this
tendency for self-justification is primarily responsiblor people's inclination to protect their
beliefs about themselves as rational, competent dacisiakers. They do this by convincing
themselves and others that they made the right de@#ialong, and back this up by their actions.

As you might imagine, there are times when people reilfain from escalating their
commitment to a failing course of action. In particulpeople will stop making failing
investments when the available funds for making furtheestments are limited and the threat of
failure is overwhelmingly obvious.

It also has been found that people will refrain from lesitey commitment when they can
diffuse their responsibility for the earlier failing mets. That is, the more people feel they are just
one of several people responsible for a failing coufsaction, the less they are motivated to
justify their earlier decisions, and the less likedgyt are to commit to further failing actions. To
conclude, the escalation of commitment phenomenon gept® a type of irrational decision
making that may occur, but only under certain circumstance

Organizational Barriers to Effective Decisions

Thus far we have emphasized the human cognitive shartigemand biases that limit effective
decision-making. However, we must not ignore severpbmant organizational factors that also
interfere with rational decisions. Indeed, the situatifaced by many organizational decision-
makers cannot help but interfere with their capacimaie decisions.

One obvious factor is time constraints. Many importagtnizational decisions are made
under severe time pressure. Under such circumstances,often impossible for exhaustive
decision making to occur. This is particularly the caserwbrganizations face crisis situations
requiring immediate decisions. Under such conditionsgnutlecision-makers feel "rushed into"
taking action, they frequently restrict their searchifidormation and consideration of alternatives
that otherwise may help them make effective decisions.

The quality of many organizational decisions also maylilnéed by political “face-
saving" pressure. In other words, people may make decisian$ie¢lp themselves look good to
others although the resulting decisions might not bearbest interest of their organizations. This
would be the case, for example, if a manager yields tespre from subordinates to purchase a
new computer for his department although such expenditughtminduly strain a small
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company's budget. To the extent that organizational pressumegyly discourage the manager
from upsetting his subordinates, these pressures mayns@lered at least partially responsible
for his financially irresponsible decision.

In summary, not only are imperfect decisions theiltesf limitations in the cognitive
capacity of human decision-makers, but also limitationgosed by organizations themselves.
With these problems in mind, important decisions are fretjuemde not by individuals acting
alone, but by groups of people working together.

The Role of Information Technology

The use of IT can often help to reduce the effect (etlieases and heuristics on decision making.
IT systems can generate much more information on whichagesis can base their decisions.
Because IT can be used to link managers at differentislemed in different parts of the
organization, there is less likelihood of making errotse &pplication of IT allows managers to
spend more time making nonprogrammed decisions that cananbeganizational performance.
For example, a company can improve its quality of decisxaking by using enterprise resource
planning system (ERP)—a company-wide Intranet based ommudiule software that allows an
organization to link and coordinate its functional acegtand operations.

OB IN ACTION - SAP’s ERP System

SAP is the world’s leading supplier of ERP softwarehe popularity of the ERP system is that it
manages and connects all of a company’s functions. 'sSgdftware has modules specifically
devoted to each of a company’s core functional asw®isuch as marketing and manufacturing.
Each module contains a set of functional “best pragticer rules, SAP has found work best|to
improve the function’s efficiency and effectivene$$AP claims that when a company reconfigyres
its IT system to make the software work, it can adahieroductivity gains of 30 to 50%, which for
large companies can amount to billions of dollars inregsvi

SAP’s ERP system uses a company’s Intrametonnect all business functions together.
Managers are able to review “best practices,” learn momanother, receive feedback on propased
plans, see how their plans will impact others, and veudormation that will impact their decision
making. In essence, SAP’s ERPs creates a sophistimgtdelvel decision-making system that can
reason through the huge volume of information being dealiby the organization’s functions. |It
can then diagnose common problems and issues and recdranganization-wide solutions.

GROUP DECISIONS: DO TOO MANY COOKS SPOIL THE BROTH?
Decision-making groups are a well-established fact alenoorganizational life. Groups such as
committees, study teams, task forces, or review parelsfian charged with the responsibility for
making important business decisions. They are so commdagct, that it has been said that some
administrators spend as much as 80 percent of their tirmemmittee meetings. Given this, it is
important to consider the strengths and weaknessesimd gsoups to make organizational
decisions.

Group Decisions: A Double-Edged Sword
There is little doubt that much can be gained by using deersaking groups. Several potential
advantages of this approach may be identified. Firstgimgnpeople together may increase the
amount of knowledge and information available for making giexdisions. In other words, there
may be a pooling of resources. A related benefit isithdecision-making groups there can be a
specialization of labor. With enough people around toestia workload, individuals can perform
only those tasks at which they are best, thereby pofgntigproving the quality of the group's
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efforts. Another benefit is that group decisions are \ikil enjoy greater acceptance than
individual decisions. People involved in making decisions imayexpected to understand those
decisions better and be more committed to carrying thetrth@n decisions made by someone
else.

Of course, there are also problems associated with wsoigion-making groups. One
obvious drawback is that groups are likely to waste tirhe. time spent socializing before getting
down to business may be a drain on the group and be wstly ¢co organizations. Another
possible problem is that potential disagreement over irmpornatters may breed ill will and
group conflict. Although constructive disagreement camnadist lead to better group outcomes,
highly disruptive conflict may interfere with group decisioRmally, we may expect groups to be
ineffective sometimes because of members' intimiddipgroup leaders. A group composed of
several "yes" men or women trying to please a domifeater tends to discourage open and
honest discussion of solutions.

Given the several pros and cons of using groups to makeashegisre must conclude that
neither groups nor individuals are always superior. Obviousigre are important trade-offs
involved in using either one to make decisions.

Comparing Group and Individual Decisions: When Are Two (or More) Heads Better Than
One?

Since there are advantages associated with both gnoumdividual decision makers, a question
arises as to when each should be used. That is, undeceviditions might individuals or groups
be expected to make superior decisions?

When Are Groups Superior to Individuals? Imagine a situation in which an important decision
has to be made about a complex problem—such as whetbecomnpany should merge with
another. This is not the kind of problem about which amy imdividual working alone would be
able to make a good decision. Its highly complex nature owaywhelm even an expert, thereby
setting the stage for a group to do a better job.

Whether a group actually will do better than an individidegphends on several important
considerations. For one, we must consider who is ingtbep. Successful groups tend to be
composed of heterogeneous group members with complemekills. So, for example, a group
composed of lawyers, accountants, real estate agemdsother experts may make much better
decisions on the merger problem than would a group composggeoialists in only one field.
Indeed, the diversity of opinions offered by group membersés af the major advantages of
using groups to make decisions.

As you might imagine, it is not enough simply to hak#lss For a group to be successful,
its members also must be able to communicate theis itlieaeach other freely in an open,
nonhostile manner. Conditions under which one individuamidiates another from contributing
his or her expertise can easily negate any potential agsociated with composing groups of
heterogeneous experts. After all, having expertise and béilego make a contribution by using
that expertise are two different things. Only when ¢batributions of the most qualified group
members are given the greatest weight does the group derwédenefit from that member's
presence. Thus, for groups to be superior to individualey tmust be composed of a
heterogeneous collection of experts with complemersiaiths who can contribute to their group's
product freely and openly.

In contrast to complex decision tasks, imagine a sitmatiovhich a judgment is required
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on a simple problem with a readily verifiable answen. €&xample, imagine that you are asked to
translate a phrase from a relatively obscure languatgeEnglish. Groups might do better than

individuals on such a task, but probably because the oddscaeased that someone in the group
knows the language and can perform the translation éogitbhup. However, there is no reason to
expect that even a large group will be able to perform auEsk better than a single individual

who has the required expertise. In fact, an experkwgralone may do even better than a group.
This is because an expert individual performing a simgdé& may be distracted by others and
suffer from having to convince them of the correctndshki® or her solution. For this reason,

exceptional individuals tend to outperform entire comragten simple tasks. In such cases, for
groups to benefit from a pooling of resources, there meiome resources to pool. The pooling
of ignorance does not help. In other words, the queSfiom two heads better than one?" can be
answered this way: On simple tasks, two heads may tber hban one if at least one of those
heads has enough of what it takes to succeed.

In summary, whether groups make better decisions thandodig depends on the nature
of the task performed and the expertise of the peopldviedo We have summarized some of
these key considerations in Exhibit 5.

EXHIBIT 5

COMPARING GROUP AND INDIVIDUAL DECISIONS
As summarized here, group decisions are superior to thade by individuals under specific

conditions.
Complex Simple
Probley Problems

= Group is composed Does anyone
of heterogeneous Groups are in the group Gro
: £ 7/
members with b supegor have the - perfo‘rgms
complementary skills. to even correct answer? Yes as well as
*ldeas may be the best s the best
communicated freely. individuals Will the group individuual
*Good ideas are members
accepled. accept the
correct answer?
 IT
Group performs
worse than the
best individual

When Are Individuals Superior to Groups? Most of the problems faced by organizations
require a great deal of creative thinking. For examplegrapany deciding how to use a newly
developed adhesive in its consumer products is facing decisiores moorly structured task.
Although you would expect that the complexity of suchative problems would give groups a
natural advantage, this is not the case. In factaresehas shown that on poorly structured,
creative tasks, individuals perform better than groups.

An approach to solving creative problems commonly used by gisigoginstorming. This
technique was developed by an advertising executive as &tomdming up with creative, new
ideas. The members of brainstorming groups are encouraged to pthsgnteas in an uncritical
way and to discuss freely and openly all ideas on the. fieecifically, members of brainstorming
groups are required to follow four main roles: (1) avoidazing others' ideas, (2) share even far-
out suggestions, (3) offer as many comments as possitilg4a build on others' ideas to create
your own.
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Does brainstorming improve the quality of creative deasP To answer this question,
researchers conducted a study comparing the effectiveriesslioduals and brainstorming
groups working on creative problems. Specifically, particpavdre given 35 minutes to consider
the consequences of situations such as "What if eveyyleat blind?" or "What if everybody
grew an extra thumb on each hand?" Clearly, the Intateire of such problems requires a great
deal of creativity. Comparisons were made of the nurabeolutions generated by groups of four
or seven people and a like number of individuals workinghersame problems alone. The results
were clear: Individuals were significantly more produgtikian groups.

In summary, groups perform worse than individuals wherkingron creative tasks. A
great part of the problem is that some individuals feabitdd by the presence of others even
though one rule of brainstorming is that even far-outsadeay be shared. To the extent that
people wish to avoid feeling foolish as a result of sagiltg things, their creativity may be
inhibited when in groups. Similarly, groups may inhibit craigt by slowing down the process of
bringing ideas to fruition.

Groupthink: Too Much Cohesiveness Can Be a Dangerous ThingOne reason groups may
fare so poorly on complex tasks lies in the dynamics afigiioteraction (see Chapter 6). When
members of a group develop a very strong group spirit—highslese cohesiveness—they
sometimes become so concerned about not disrupting thmilildedness of the group that they
may be reluctant to challenge the group's decisions. Wherappens, group members tend to
isolate themselves from outside information, and thega®of critical thinking deteriorates. This
phenomenon is referred to as groupthink.

The concept of groupthink was proposed initially in an gitetm explain the ineffective
decisions made by U.S. government officials that lesgasrds such as the Bay of Pigs invasion in
Cuba and the Vietnam WarAnalyses of each of these cases have revealed thardbelent's
advisers actually discouraged more effective decision makingexamination of the conditions
under which the decision was made to launch the ill-fapeates shuttle Challenger in January
1986 revealed that it too resulted from group thilast-hoc analyses of conversations between
key personnel suggested that the team that made the deoidgmmch the shuttle under freezing
conditions did so while insulating itself from the emegrs who knew how the equipment should
function. Given that NASA had such a successful hysttire decision makers operated with a
sense of invulnerability. They also worked so clos@gether and were under such intense
pressure to launch the shuttle without further delay ttey all collectively went along with the
launch decision, creating the illusion of unanimous agesg.

Groupthink doesn't occur only in governmental decision makihgourse, but also in the
private sector (although the failures may be less pubtitiZeor example, analyses of the business
policies of large corporations such as Lockheed and Chiyale suggested that it was the failure
of top management teams to respond to changing markditioos that at one time led these
firms to the brink of disaster. The problem is that memwlwé very cohesive groups may have
considerable confidence in their group's decisions, making thdikely to raise doubts about
these actions (i.e., "the group seems to know whatdirsy"). As a result, they may suspend their
own critical thinking in favor of conforming to the grodfvhen group members become fiercely
loyal to each other, they may ignore potentially usefformation from other sources that
challenges the group's decisions. The result of thisggmis that the group's decisions may be
completely uninformed, irrational, or even immoral.
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GUIDELINES FOR IMPROVING GROUP DECISIONS
As explained in this chapter, certain advantages canibedydom sometimes using individuals
and sometimes using groups to make decisions. A decisiomgndchnique that combines the
best features of groups and individuals, while minimizing disadvantages, would be ideal.
Several techniques designed to realize the "best of bothisidnave been widely used in
organizations.

The Delphi Technique

According to Greek mythology, people interested in seeihgtviate the future held for them
could seek the counsel of the Delphic oracle. Today's ordgmmaadecision-makers sometimes
consult experts to help them make the best decisionglasA technique developed by the Rand
Corporation, known as the Delphi technique, represensystematic way of collecting and
organizing the opinions of several experts into a sidgleision. The steps in the process are
summarized in Exhibit 6.

The Delphi process starts by enlisting the cooperationxpérés and presenting the
problem to them, usually in a letter. Each expert thepgses what he or she believes is the most
appropriate solution. The group leader compiles all adehadividual responses and reproduces
them so they can be shared with all the other expedasecond mailing. At this point, each expert
comments on the others' ideas and proposes anothepsollihese individual solutions are re-
turned to the leader, who compiles them and looks fayrsensus of opinions. If a consensus is
reached, the decision is made. If not, the processaoingjreactions with others is repeated until a
consensus is eventually obtained.

The obvious advantage of using the Delphi technique to makeatesis that it allows the
collection of expert judgments without the great costs lagistical difficulties of bringing many
experts together for a face-to-face meeting. Howetrex, Delphi process can be very time-
consuming. Sending out letters, waiting for everyone $paed, transcribing and disseminating
the responses, and repeating the process until a consemsashed can take quite a long time—
often, several months. Given this limitation, the Delppproach would not be appropriate for
making decisions in crisis situations, or whenever tisnef the essence. However, the approach
has been used successfully to make decisions such astevhatto put on a conference agenda
and what the potential impact of implementing various peiicies would be.

EXHIBIT 6
STEPS IN THE DELPHI TECHNIQUE
The Delphi technique allows decisions to be made by seerpairts without encountering many
of the disadvantages of face-to-face group interaction.
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of experts to experis recommendations

" i. Enlist the 2. Propose 3. Experts record
. cooperation the problem solutions, make

4. Experts' responses
are compiled
and reproduced

5. Responses
are shared with
all others

6. Experts comment
on others’ ideas and
propose a solution

If no consensus
is reached

7. Solutions are compiled

If a consensus
is reached

The Nominal Group Technique

When there are only a few hours available to make aidacigroup discussion sessions can be
held in which members interact with each other in atedy, focused fashion aimed at solving
problems. The nominal group technique (NGT) brings togetheradi smimber of individuals
(usually about seven to ten) who systematically dffeir individual solutions to a problem and
share their personal reactions to others' solutions. t@¢lenique is referred to as "nominal”
because the individuals involved form a group in name onlyiciants do not attempt to agree
as a group on any solution, but rather, vote on all theisons proposed. For an outline of the
steps in the process, see Exhibit 7.

As shown in Exhibit 7, the nominal group process begins by gaghé¢he group
members together around a table and identifying the probléemat Members then write down
their solutions. Next, one at a time, each membereptsshis or her solutions to the group and
the leader writes these down on a chart. This processnaes until all the ideas have been
expressed. Following this, each solution is discussedifietarand evaluated by the group
members. Each member is given a chance to voice hisroeactions to each idea. After all the
ideas have been evaluated, the group members privat&hprder their preferred solutions. The
idea given the highest rank is taken as the group's decision

EXHIBIT 7
STEPS IN THE NOMINAL GROUP TECHNIQUE
The nominal group technique structures face-to-face medtirgsvay that allows for the open
expression and evaluation of ideas.
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1. A smalf group gathers around a table and
receives instructions; problem is identified

|

2. Participants privately write down
ideas about problem solving

3. Each pariicipant’s ideas are T
presented, one at a time, and are 4. Each idea is discussed, clarified,
written on a chart unti! all ideas and evaluated by group members

are expressed

5. Participants privately rank the
ideas in order of their preference

!

6. The highest-ranking idea is
taken gs the group's decision

Although nominal groups traditionally meet in face-to-fae#tings, advances in modern
technology enable nominal groups to meet even wheneitsbars are far away from each other.
Specifically, a technigue known as automated decision cawfgrg has been used, in which
individuals in different locations participate in nominabgp conferences by means of telephone
lines or direct satellite transmissions. The messag@g be sent either via characters on a
computer monitor or images viewed during a teleconferencgpit@etheir high-tech look, auto-
mated decision conferences are really just nominal groupstingein a manner that
approximates face-to-face contact.

The NGT has several advantages and disadvantages. Wenbtad already that this
approach can be used to arrive at group decisions in oely &durs. Another benefit is that it
discourages any pressure to conform to the wishes of astagls group member because all
ideas are evaluated and the preferences are expresseaia palloting. The technique must be
considered limited, however, in that it requires the usa trained group leader. In addition,
using NGT successfully requires that only one narrowlindd problem be considered at a time.
So, for very complex problems, several NGT sessionsdvbaVve to be run—and only if the
problem under consideration can be broken down into snpelfes.

THE CHALLENGE OF MAKING ETHICAL DECISIONS
There can be no escaping the ethical scandals tpatreahe headlines of today's newspapers.
Whether it's allegations of high-ranking political figuregeking questionable campaign
contributions, government leaders accused of engagirexually inappropriate behavior, repair
shops charging customers for unnecessary work, orlnercharging government agencies for
goods and services, it's clear that ethical issues loaye l&hen it comes to decision making.
Sadly, practices such as these go on almost rouimehany organizations.

Why is this so? In other words, what accounts for thethical decisions that people
make in organizations? In this final section of the chaptewill present some answers to this
important question. After examining the underlying reasorsntethe making of unethical
decisions, we will turn our attention to a very impottgmestion: What can be done about it?

Why Do People Make Unethical Decisions in Organizations?
Philosophers and social scientists have devoted a grdabfdaention over the years to the
matter of why people behave ethically and unethicallthodigh these general reasons apply to
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the behavior of organizational decision makers, somenefanswers are uniquely related to
organizational variables. These are the approaches ¢hatlMconsider.

Organizations Often Reward Behaviors That Violate Ethical Stadards. It is easy to
understand that people may behave unethically on the jihie textent that they are encouraged
to do so. Consider, for example, how many businessiéxes are expected to deal in bribes and
payoffs, and how good corporate citizens blowing the whistlerganizational wrongdoing may
fear being punished for their actions. Organizations tendetelop counternorms—accepted
organizational practices that are contrary to the gnegaethical standards.

Some Managerial Values Undermine Integrity.There can be no doubt that the vast majority of
practicing managers recognize that "good ethics is good buSikesgever, it also appears to be
the case that some managers have developed ways of thimlahdeads them to making
unethical decisions—even if they are quite unaware @ntd, given how very influential top
leaders are when it comes to influencing others in thigarozations, it should not be surprising
that unethical managerial values promote unethical orgamahdecisions.

Several forms of unethical thinking are as follows.

Bottom line mentality This line of thinking supports financial success as thg walue
to be considered. It promotes short-term decisions thdtramediately financially sound, despite
the fact that they may cause long-term problems footganization.

Exploitative mentality This view encourages "using” people in a way that prosnote
stereotypes and that undermines empathy and compassionhighilg selfish perspective
sacrifices concern for others in favor of benefit®he’'s own immediate interests.

Madison Avenue mentalityThis perspective suggests that anything is right if th#ipu
can be made to see it as right. The idea is that exesutay be more concerned that their
decisions appear to be right than about their legigmadrality. This kind of thinking leads some
companies to hide their unethical behavior (e.g., dumpixig teaste under cover of night) or to
otherwise justify them as acceptable.

Recognizing the problems associated with these various atiea is not difficult. Their
overemphasis on short-term monetary gain may leaddsiales that not only hurt individuals in
the long run but that also threaten the very existen@¥ganizations themselves. It is with this
in mind that some executives have gone out of their wgydmote the highly ethical decisions
they make. Anita Roddick of the Body Shepd Tom Chapell of Tom’s of Mairege two good
examples. These company founders have long engaged in &ibldsl practices with respect to
the treatment of animals and preservation of the natakatonment, and have prospered in great
part because of consumers' appreciation of these @olicie

What Can Be Done to Promote Ethical Decision MakingAs you might imagine, getting
people to make ethical decisions is no simple matter.adery several useful suggestions may
be offered.

The first thing that should be done is to test the etbfiGay decision you are contemplating. In
this regard, there are four main questions you should askeyburs

* s it right? Although it is not always easy to judge whether a agedacision is right or
wrong, there are certain universally accepted princigplas ghould not be violated. For

128



example, it is widely considered wrong to steal.

e s it fair? Fairness demands treating likes as likes. So for exammeequally qualified
people should be paid the same wages for doing the same jo

* Is it purely selfishaf enacting your decision benefits only yourself, themay be un-
ethical. Morally acceptable behaviors are ones thatflhehe greatest number and harm
the fewest.

* How would you feel if others found ouf3ou think you might be embarrassed by having
your decisions described on the front page of your loealspaper, then those actions
may be ethically inappropriate.

A second step that can be taken to promote ethical behawnione that many organizations
have been using, is to develop a code of ethics. Thesdoawements describing what the
organization stands for, and the general rules of corelptcted of employees (e.g., to avoid
conflicts of interest, to be honest, and so on). &@mndes are highly specific, stating, for
example, the maximum size of gifts that can be acdeptbereas others are far more general.
Research has shown that codes of ethics are espesffdttive when they are used in con-
junction with training programs that reinforce a companyigal values. In the absence of such
training, too many codes come across as "window dressingd 4ra ignored, if even read at all.

One final recommendation involves something you can donamdividual interested in
making ethical decisions: Challenge your rationalizat®@iosut ethical behavior. We all tend to
rationalize the things we do so that we can convince lvess¢hat they are right—even if they
really are wrong. Some of the most common ratiaatibns are as follows:

» Convincing yourself that something is morally acceptable jusbecause it is legally
acceptable.You should think of the law as the minimum standardcaEptable behav-
ior, and strive for higher moral standards.

» Convincing yourself that something is right just because ibenefits yourself.It may
be easy to talk yourself into accepting a bribe becaosdeel underpaid. Regardless, it
is still wrong.

e Convincing yourself that something is right because you will ever get caught.
What's wrong is wrong, even if you don't stand a chahgetting caught.

» Convincing yourself that something is right because it beneé the company.Don't
expect the company to condone your immoral actions, gwbring so gives it a com-
petitive edge. The best companies want to succeed becaysbabve taken the moral
high road, not because of the unacceptable practicesioéthgloyees.

As you might imagine, it isn't always easy to avoigsémtionalizations. Still, you may wish

to do your best to catch yourself in the act of ratimmg your decisions. To the extent that you
are doing so, you may just be covering up potentially uceitbhiehavior.
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CHAPTER 10
CULTURE, CREATIVITY, AND INNOVATION

LEARNING OBJECTIVES

After reading this chapter you will be able to:

. Define organizational culture.

. Distinguish between dominant culture and subcultures.

. Describe culture's role in organizations.

. Identify factors that lead to the creation of organ@al culture.

. Identify the tools through which organizational culturerasmitted.

. Describe the effects of organizational culture on orgainizak functioning.

. Identify the factors responsible for getting organizatienéure to change.

. Define creativity and describe the basic components ofichhl and team creativity.
. Define innovation and identify the basic componentsnabvation and the various

stages of the innovation process.

Anyone who has worked in several different organizatism®ly knows that in one way or
another, each is unigque. Even organizations concernedthétsame activities or that provide
similar products or services can be very differentgdato work. For example, in the world of
retailing, Costco employees are encouraged to be agentkef customer, focusing on service
and satisfaction. In contrast, employees at sonaleet allegedly have been pressured into
meeting sales quotas, pushing customers to make unnecessagngesrch

How can such similar businesses be so very differethteiin approaches? It's tempting to
speculate that because people have different persesallte organizations in which they work
are likely to be different from each other as weélbwever, when you consider that entire
organizations are so often consistently differentmfreach other, it's apparent that there's more
involved than simple differences in the personalitiestiod employees. In fact, in many
organizations, the employees are constantly changarge deave as others join. Despite such
shifts, however, the organizations themselves alterlglafvat all. In fact, it is often the new
employees who themselves change rather than theinieagians. In a sense, then, organizations
have a stable existence of their own, quite apart tf@munique combination of people of which
they are composed at any given time.

What accounts for such stability? To a great exterd, ahswer involves the shared
beliefs, expectations, and core values of people in tigan@ation—what is known as
organizational culture Once established, these beliefs, expectancies, and uealgsto be
relatively stable and exert strong influences on orgdmoias and those working in them.

Among these lies one particularly important influence—thrganization's tendency
toward creativity and innovation. People in some orgaozstregularly take novel, ingenious,
and cutting-edge approaches to the problems they facet &baunts for such differences in
creativity? Why are some organizations more innovative tthers? It's unlikely that people in
one organization will just happen, by chance alone, tmdsee creative than people in another.
Indeed, companies such as 3M, General Electric, and Ruaitegn out of their way to breed
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the kind of cultures in which creativity and innovatiorufish. What makes these companies—
and others like them—the kinds of places where peopkinedy do the nonroutine? This
question, concerning the culture of creativity and innovatwill be addressed in this chapter.

To set the stage for answering this question, we willnbegr discussion by describing
the basic nature of organizational culture, includingrtile it plays in organizations. Then, we
will describe the processes through which organizationdureulis formed and maintained.
Finally, we will review the effects of organizationallttire on individual and organizational
functioning, and examine when and how culture is subjedidoge.

ORGANIZATIONAL CULTURE: ITS BASIC NATURE
To fully appreciate organizational culture we have to tstdad its basic nature. With this in
mind, we will now examine three key aspects of cult(tgits basic characteristics, (2) whether
there is generally only one or more than one cultutkinvorganizations, and (3) the role that
culture plays in organizational functioning.

Organizational Culture: A Definition and Core Characteristics

Although we have been talking about organizational cultugeneral terms, a specific definition
is in order. Accordingly, we define organizational cultasea cognitive framework consisting of
attitudes, values, behavioral norms, and expectationedhyy organization membersit the
root of any organization's culture is a set of core charatts that are collectively valued by
members of an organization. Several such charactersgosspecially important.

Organizations may be distinguished with respect to thesicbvalues, such as the very
fundamental ones summarized here.

e Sensitivity to needs of customers and employees
* Freedom to initiate new ideas

* Willingness to tolerate taking risks

* Openness to communication options

First, organizations differ with respect to their sewvisy to the needs of customers and
employees. For example, several years ago, the eldtuPS was relatively rigid and inflexible
with respect to customers' needs. Today, however, etg culture places a high value on
customer service and satisfaction.

Second, organizations differ with respect to their egein having employees generate
new ideas. Walt Disney Co. employees—or, "cast menibass they are called—undergo
lengthy orientation programs to ensure that they knowtlxavhat to say and how to behave
toward guests. In contrast, people working at GE are eagedrto be unique, and to bring fresh
ideas to their work.

Third, companies also differ with respect to the valaegd on taking risks. For example,
whereas Bank of America is very conservative, making thadysafest investments, buyers at The
Limited are discouraged from making too many "safe" choices

The fourth value has to do with the openness of availafeninication options. In
some companies, such as DuPont, employees are expectadkéo decisions freely and to
communicate with whomever is needed to get the job ddnEBBM, however, the tradition has
been to work within the proper communication channels anggt power in the hands of only a
few key individuals (although this appears to be changing)sellexamples clearly illustrate
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different sets of core values that are reflectethéndultures of organizations.

Cultures within Organizations: One or many?

Our discussion thus far has implied that each organizatsnonly a single, uniform culture—
one set of shared values, beliefs, and expectationfactn this is rarely the case. Instead,
organizations, particularly large ones, typically hageeral cultures operating within them.

In general, people tend to have more attitudes and vedwesnmon with others in their own
fields or work units than they do with those in otherdsedbr other parts of the organization.

These various groups may be said to have several diffstdcultures—cultures existing
within parts of organizations rather than entirely throtilggm. These typically are distinguished
with respect to either functional differences (itbg type of work done) or geographic distances
(i.e., the physical separation between people). Indesdarch suggests that several subcultures
based on occupational, professional, or functional dmsiusually exist within any large
organization.

This is not to say, however, that there isn't a domtinaulture, a distinctive, overarching
"personality” of an organization—the kind of culture to ethiwe have been referring. An
organization's dominant culture reflects its core valdesjinant perceptions that are generally
shared throughout the organization. Typically, while membmrssubcultures may share
additional sets of values, they generally also act®ptcore values of their organizations as a
whole. Thus, subcultures should not be thought of agsnahoof totally separate cultures, but
rather, "mini" cultures operating within a larger, domineuriture.

Culture's Role in Organizations

As you read about the various cultural values that mag@narations special, it probably strikes
you that culture is an intangible force—albeit, onehwir-reaching consequences. Indeed,
culture plays several important roles in organizations.

Most obviously, an organization's culture provides a sefhsdentity for its members.
The more clearly an organization's shared perceptions dmelsvare defined, the more strongly
people can associate themselves with their organizatiosson, and feel a vital part of it.

A second important function of culture is to generaterodment to the organization's
mission. Sometimes it's difficult for people to go heyothinking of their own interests,
questioning how everything that is done might affect themsel#®wever, when there is a
strong, overarching culture, people feel that they areqgfahat larger, well-defined whole, and
are involved in the entire organization's work. Bigger thay one individual's interests, culture
reminds people of what their organization is all about.

The third important function of culture is that it sesvo clarify and reinforce standards
of behavior. While this is essential for newcomers]sib @& beneficial for seasoned veterans. In
essence, culture guides employees' words and deeds, ma&iear itvhat they should do or say
in a given situation. In this sense, it provides stabilithebavior, both with respect to what one
individual might do at different times, but also whatfehént individuals may do at the same
time. For example, in a company with a culture thatngfly supports customer satisfaction,
employees will have clear guidance as to how theyeapected to behave: doing whatever it
takes to please the customer. By serving these thmgeriant roles, it is clear that culture is an
important force-influencing behavior in organizations.
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THE FORMATION AND MAINTENANCE OF ORGANIZATIONAL CUL TURE
Now that we have described what organizational cultuesdshow it operates, we are prepared
to consider two more important issues: how cultureiigily created, and how it is sustained—
that is, what keeps it going once it is created.

How Is Organizational Culture Created?

Why do many individuals within an organization share basitudés, values, and expectations?
Several factors contribute to this state of affaars] hence, to the emergence of organizational
culture.

Company Founders.First, organizational culture may be traced, at leaghit, to the founders
of the company.These individuals often possess dynamic personalitiesigsvalues, and a clear
vision of how their organizations should operate. Siheg &ire on the scene first, and play a key
role in hiring initial staff, their attitudes and values agadily transmitted to new employees. The
result: These views become the accepted ones in faniration, and persist as long as the
founders are on the scene.

For example, the culture at Microsoft calls for wadkiexceptionally long hours, in large
part because that's what co-founder Bill Gates has ald@aye. Sometimes, founders' values can
continue to drive an organization's culture even after itiéividual is no longer around. For
example, the late Ray Kroc founded the McDonald'sateant chain on the values of good food
at a good value served in clean, family-oriented surrogsdikey cultural values that persist
today. Likewise, although he's no longer with us, WadinBy's wholesome family values are still
cherished at the company that bears his name—in largbg@atise employees ask themselves,

"What would Walt think”? These individuals' values continue to permeate theireectimpanies
and are central parts of their dominant cultures.

Experience with the Environment. Second, organizational culture often develops out of an
organization's experience with the external environmermryEorganization must find a niche for
itself in its industry and in the marketplace. As it strugdtedo so in its early days, it may find
that some values and practices work better than otlens.example, one company may
determine that delivering defect-free products is its uniqu&ehaiche; By doing so, it can build

a core of customers who prefer it to competing businegses result, the organization may
gradually acquire a deep, shared commitment to high quiaigontrast, another company may
find that selling products of moderate quality, but at aitraqirices, works best. The result: A
dominant value centering on price leadership takes shajpkes$e and countless other ways, an
organization's culture is shaped by its interaction viiéhexternal environment.

Contact with Others. Third, organizational culture develops out of contactvbet groups of
individuals within an organization. To a large extent, celtinvolves shared interpretations of
events and actions on the part of organization membeshort, organizational culture reflects
the fact that people assign similar meaning to varioustsvend actions — that they come to
perceive the key aspects of the world, those relevarthé organization's work, in a similar
manner.

Tools for Transmitting Culture

How are cultural values transmitted between people? kr @tbrds, how do employees come to
learn about their organizations' cultures? Severahkeghanisms are involved: symbols, stories,
jargon, ceremonies, and statements of principle.

Symbols: Objects That Say More Than Meets the EyeFirst, organizations often rely on
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symbols — material objects that connote meanings thah@beyond their intrinsic content. For
example, some companies use impressive buildings to ydhee organization's strength and
significance, signifying that it is a large, stable plaGgher companies rely on slogans to
symbolize their values, including such classic examplesGE's "Imagination at Work," or

Lexus’ "Pursuing Perfection." Corporate cars (or evesl)jelso are used to convey information
about certain aspects of an organization's culture,aiefho wields power.

An interesting study showed drawings of company receptieasato people and then
asked them to evaluate the companies picturkdvas found that different types of symbols
projected different images of the organizations' likeljtures. For example, firms in which
contained lots of plants and flower arrangements \wetged to have friendly, person-oriented
cultures, whereas those in which waiting areas were adomith awards and trophies were be-
lieved to have cultures that emphasized achieving ssic@égse findings suggest that material
symbols are potent tools for sending messages about atjan& culture.

Stories: "In the Old Days, We Used to ..."Organizations also transmit information about
culture by virtue of the stories that are told in theéoth formally and informally. Stories
illustrate key aspects of an organization's culture, dhdgi¢hem can effectively introduce or
reaffirm those values to employees.

It is important to note that stories need not involve es@meat event, such as someone
who saved the company with a single wise decision, bytbeasmall tales that become legends
because they so effectively communicate a message.

Jargon: The Special Language That Defines a CultureEven without telling stories, the
everyday language used in companies helps sustain culturexaople, the slang or jargon that
is used in a company helps its members define their idsrasgienembers of an organization (see
Chapter 6). For example, for many years employees atriBdired to disk drives as "hard files"
and circuit boards as "planar boards," terms thaheéfthe insulated nature of IBM's corporate
culture. Someone who works in a human resources departnanbe found talking about the
ERISA (the Employee Retirement Income Security A@F0Qs (bona fide occupational
qualifications), RMs (elections to vote out a union), atiter acronyms that sound odd to the
unaffiliated. Over time, as organizations—or departmentsmihem—develop unique language
to describe their work, their terms, although strangeewcomers, serves as a common factor
that brings together individuals belonging to a corpaoeatteire or subculture.

Ceremonies:Special Events That Commemorate Corporate Valuerganizations also do a
great deal to sustain their cultures by conducting variquestgf ceremonies. Indeed, ceremonies
may be seen as celebrations of an organization's bdseswend assumptions. Just as a wedding
ceremony symbolizes a couple's mutual commitment and a@néal inauguration ceremony
marks the beginning of a new presidential term, variousnag@onal ceremonies also celebrate
some important accomplishment. For example, one adoguiiMm celebrated its move to much
better facilities by throwing a party, a celebratiogngying that it "has arrived,” or "made it to
the big time." Such ceremonies convey meaning to peopleirsid outside the organization.
Ceremonies are to the culture what the movie is techpt.

Statements of Principle: Defining Culture in Writing. A fifth way in which culture is

transmitted is via the direct statements of princifleme organizations have explicitly written
their principles for all to see. For example, Formgltrs, the founder of the candy company
Mars, developed his "Five Principles of Mars" which ggillide his company today: quality
(everyone is responsible for maintaining quality), resiaity (all employees are responsible
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for their own actions and decisions), mutuality (crepansituation in which everyone can win),
efficiency (most of the company's 41 factories operatetimoously), and freedom (giving
employees opportunities to shape their futures).

Some companies have chosen to make explicit the ragpscts of their cultures by
publishing codes of ethics—explicit statements of a compathytsaévalues (see Chapter 9).

OB IN ACTION — Sam Walton and Wal-Mart's Culture

A large part of Wal-Mart’s success is due to the natuthetulture that its founder, the late Spm
Walton, established for the company. Walton wanted allnimnagers and workers to take a
hands-on approach to their jobs and be totally comahibeWal-Mart’s main goal, which he
defined as total customer satisfaction. To motivateetmployees, Walton created a culture that
gave employees at all levels, continuous feedback abeirt performance and the company’s
performance.

Sam Walton used strong cultural values and norms tot dssisin encouraging hi
employees to endorse his goal of total customer saimfa Some norms were simple, such as
always greeting customers and make eye contact with ti@thers were more complicated, such
as striving to answer customer requests by sundown thehdgywere made. He also used
stories to indicate Wal-Mart’s concern for customers.

)

ORGANIZATIONAL CULTURE:
ITS CONSEQUENCES AND CAPACITY TO CHANGE

By now, you are probably convinced that organizational cuttareplay an important role in the

functioning of organizations. To make this point more @iplwe will now examine the various

ways in which organizational culture has been found tataffieganizations and the behavior of
individuals in them. Because some of these effects nbghundesirable, organizations are
sometimes interested in changing their cultures. Acnghgi we also will consider why and how

organizational culture might be changed.

The Effects of Organizational Culture

Organizational culture exerts many effects on individaald organizational processes — some
dramatic, and others more subtle. Culture generategyspn@ssures on people to go along, to
think and act in ways consistent with the existing cultdreus, if an organization's culture
stresses the importance of product quality and excekgwics, its customers generally will find
their complaints handled politely and efficiently. iiistead, the organization's culture stresses
high output at any cost, customers seeking service mayherdselves on a much rockier road.
An organization's culture can strongly affect everythiognfthe way employees dress (e.qg., the
white shirts traditionally worn by male employees oMBand the amount of time allowed to
elapse before meetings begin, to the speed with whicHgpamppromoted.

Turning to the impact of culture on organizational processassiderable research has
focused on the possibility of a link between culture anébp@ance. Research has shown that to
influence performance, organizational culture must lvengt In other words, approval or
disapproval must be expressed to those who act in waysistent or inconsistent with the
culture, respectively, and there must be widespread agnéemevalues among organizational
members. Only if these conditions prevail will a linketWween organizational culture and
performance be observed.
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This idea has important implications both for individuatgl for organizations. First, it
suggests that people seeking employment should examinellsatbé prevailing culture of an
organization before deciding to join it. If they don't,ytman the risk of finding themselves in a
situation where their own values and those of theingany clash. Second, it also suggests that
organizations should focus on attracting individuals whwealues match their own (what is
referred to as person-organization fit). This involves idgng key aspects of organizational
culture, communicating these to prospective employeésselacting those for whom the person-
organization fit is best. Considerable effort mayrbmlived in completing these tasks. Given that
high levels of person-organization fit can contribute toc@tment, satisfaction, and low rates of
turnover among employees, the effort may be well kvalnile.

Why and How Does Organizational Culture Change?

Our earlier comments about the relative stability ajamizational culture may have left you
asking the following questions: If culture tends to betabls, why and how does it ever change?
Why isn't it simply passed from one generation of orgéinzal members to the next in a totally
static manner? The basic answer, of course, is thavahie which all organizations operate is
constantly changing (see Chapter 14). External events aushifts in market conditions, new
technology, altered government policies, and many d#wtors change over time, necessitating
changes in an organization's mode of doing business — acd, eiits culture.

When a woman took over as head designer of the previollsshake design team at Ford,
she instituted changes in the culture that led to cars loisigned with greater attention to the
needs of women drivers

Composition of the Workforce. Over time, the people entering an organization magdirff
important ways from those already in it, and thesieihces may impinge on the existing culture
of the organization. For example, people from diffeethhic or cultural backgrounds may have
contrasting views about various aspects of behavior &.\wor instance, they may hold dissimilar
views about style of dress, the importance of beingno@ for even what constitutes "on time"
behavior), the level of deference one should show toehigtatus people, and even what foods
should be served in the company cafeteria. In other wasdseople with different backgrounds
and values enter the workplace, changes in organizatattate may be expected to follow

Mergers and Acquisitions. Other, more dramatic, sources of cultural changensmers and
acquisitions, events in which one organization purchasetherwise absorbs anotheWhen this
occurs, there is likely to be a careful analysishef financial and material assets of the acquired
organization. However, it is rare that any considenai® given to the acquired organization's
culture. This is unfortunate, as there have been sewasds in which the merger of two
organizations with incompatible cultures leads to serioobl@ms, referred to as culture clashes.

In many cases, the larger, more powerful, acquiring cogn@dtempts to dominate the
smaller, acquired company, based on the mistaken lib&éfit knows best. In such instances,
clashes can result when the two merging organizatiame certain combinations of cultures. For
example, when each is heavily autocratic, neither gmilidoe interested in giving up its ways,
resulting in considerable conflict. Similarly, when tt@minant culture is highly autocratic and the
culture of the acquired organization is highly person-cegnbeither side may see the wisdom of
the other's approach.

Planned Organizational Change.Even if an organization doesn't change by acquiring another
cultural change still may result from other planned gkeansuch as conscious decisions to alter the
internal structure or the basic operations of an orghoizésee Chapter 11). Once such decisions
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are reached, many practices in the company that bo#ttrefthd contribute to its culture may
change. For example, the company may adopt differatdriar for recruiting newcomers or
promoting current employees. Similarly, managers maylitexted to focus their attention on
different goals from those in the past. As these staks place, new norms governing preferred or
acceptable behavior emerge, and attitudes and values supploesegnorms may take shape. The
result may be a considerable shift in existing culture.

To conclude, it is clear that although organizationalucaltis generally stable, it is not
immutable. In fact, culture often evolves in responseutside forces (e.g., changes in workforce
composition) as well as deliberate attempts to changelébgn of organizations (e.g., through
mergers, and corporate restructuring). An important aggextlture that organizations frequently
strive toward is the degree to which it approaches problem®ative and innovative ways. With
this in mind, we will now turn attention to the topicscodativity and innovation in organizations.

CREATIVITY IN INDIVIDUALS AND TEAMS
Although you probably have no difficulty recognizing creayivivhen you see it, defining
creativity can be a bit more challenging. According teesa&l scientists, we define creativity as the
process by which individuals or small groups produce nowklagaful ideas.

Having defined these terms, we now will explain in moreaitld¢tow the processes of
creativity and innovation operate. We will begin by désog the components of individual and
team productivity and then outline the basic steps involveélde process of innovation.

Components of Individual and Team Creativity
Creativity in individuals and teams is composed of threecbeomponents—domain-relevant
skills, creativity-relevant skills, and intrinsic kasotivation.

Domain-Relevant Skills.Whether it's the manual dexterity required to play tlaagior to use a
computer keyboard, or the sense of rhythm and knowledge of mesided to conduct an
orchestra, specific skills and abilities are necessaryerform these tasks. In fact, virtually any
task you might undertake requires certain talents, knowleafgskills. These skills and abilities
that we already have constitute the raw materialdaeéor creativity to occur. After all, without
the capacity to perform a certain task at even a dasel, one has no hope of demonstrating
creativity on that task. For example, before he cam dwegin to think about extravagant
automotive stunts, a stunt driver must have the badis skidexterity and hand-eye coordination
required to drive a car.

In what is surely among the more unusual creativity-geimgy skills, employees of
Shiseido, Japan's largest cosmetics maker, participatesgiogas in which they are required to
discuss the physical peculiarities of their co-workers.

Creativity-Relevant Skills. Beyond the basic skills, being creative also requadektional skills —
special abilities that help people approach the things dbeyn novel ways. Specifically, when
fostering creativity, it helps to do the following.

* Break mental sets and take new perspecti€esativity is enhanced when people do not
limit themselves to old ways of doing things. Restrictimgpself to the past can inhibit
creativity. Take a fresh look at even the most familigngs.

* Understand complexitiednstead of making things overly simplistic, don't beaigifrto
consider complex ways in which ideas may be inteedlat

« Keep options open and avoid premature judgménésative people are willing to consider
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all options. To do so, they consider all the angles awdid reaching conclusions
prematurely.

* Follow creativity heuristicsPeople sometimes follow certain strategies, knowrcre-
ativity heuristics, to help them come up with creatieerndeas. These are rules that people
follow to help them approach tasks in novel ways. They meolve such techniques as
considering counterintuitive ideas (i.e., those that gminst the usual ways of thinking
about things), and using analogies.

* Use productive forgettingSometimes, our creativity is inhibited by becoming fixated o
certain ideas that we just can't seem to get out oheads. With this in mind, it helps to
practice productive forgetting — the ability to abandon udpctive ideas and temporarily
put aside stubborn problems untii new approaches can be dewmthi

To help individuals and groups become more creative, maggnmations invite employees to
participate in training exercises designed to promote sdnhege skills.

Intrinsic Task Motivation. The first two components of creativity, domain-ralet skills and
creativity-relevant skills, focus on what people are capabil doing. However, the third
component, intrinsic task motivation, refers to wpaople are willing to do. The idea is simple:
For someone to be creative, he or she must be wilingerform the task in question. Someone
who has the capacity to be creative, but who isn't rated/to do what it takes to produce creative
outcomes, certainly wouldn't be considered creative.

Intrinsic task motivation tends to be high under seveoaditions. For example, when an
individual has a personal interest in the task at hamdyrshe will be motivated to perform it —
and, may go on to do so creatively. It is certain, h&awnethat anyone who doesn't find a task
interesting surely isn't going to perform it long enoughdémonstrate any signs of creativity.
Likewise, task motivation will be high whenever an indual perceives that he or she has internal
reasons to be performing that task. People who corbeli@ve that they are performing a task for
some external reason — such as high pay, or pressureaftmas—are unlikely to find the work
inherently interesting, and are unlikely to show much arigatvhen performing it.

Putting It All Together

As you might imagine, the components of creativity iamportant as they can be used to paint a
picture of situations that are most likely to produceativity. Given this connection, scientists
claim that people will be at their most creative whiegly have high amounts of all three of these
components.

Specifically, it has been claimed that there is a iplidative relationship between these
three components of creativity. Thus, if any one compomieait is low, the overall level of
creativity will be low. In fact, people will not beeative at all if any one of these components is at
zero (i.e., it is completely missing). This makes semben looked at in detail. After all, you
would be unlikely to be creative at a job if you didn'védnadhe skills needed to do it, regardless of
how motivated you were to be creative and how well-predtyou were at coming up with new
ideas. Likewise, creativity would be expected to be norentist either creativity-relevant skills or
motivation were zero. The practical implications elear: To be as creative as possible, people
must strive toward attaining high levels of all three congods of creativity.

THE PROCESS OF INNOVATION
Now that we have examined the process of individual and teativity, we are prepared to
extend our analyses to situations in which people impienieir creative skills for the sake of
improving the organization.
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This is the process of innovation to which we referradiex. Specifically, innovation may
be defined as the successful implementation of crem®as within an organization.

To understand this process we will review the various stdHgesigh which innovation
progresses. Before doing this, however, we first mushtiijethe various components of
innovation.

Components of Innovation: Basic Building Blocks

Earlier, we depicted individual creativity as being conggbosf three components—motivation,
resources, and skills. As it works out, these samepooants are involved in organizational
innovation as well, albeit in somewhat different ways

Motivation to Innovate. Just as individual creativity requires that people avaévated to do what

it takes to be creative, organizational innovation neguthat organizations have the kind of
cultures that encourage innovation. When top executivie® faromote a vision of innovation, and
accept the status quo, change is unlikely. However, apaos such as Microsoft, where leaders
(including chairman and co-founder, Bill Gates), envidimmovation as being part of the natural
order of things, it is not surprising that innovative efare constantly underway.

Resources to InnovateAgain, a parallel to individual creativity is in ordeusfl as people must
have certain basic skills to be creative, so too muganizations possess certain basic resources
that make innovation possible. For example, to bevatiee, at the very least, organizations must
have what it takes in terms of human and financialiess. After all, unless the necessary skilled
people and deep pockets are available to do what it takesaweaite, stagnation is likely to result.

Innovation Management. Finally, just as individuals must hone special skilledes to be
creative, so too must organizations develop special whysanaging people so as to encourage
innovation — that is, innovation management. Most netabthis regard is the matter of balance.
Specifically, managers help promote innovation when sty balance with respect to three key
matters: goals, reward systems, and time pressure.

* Organizational innovation is promoted when goals arefudgrdinked to the corporate
mission. However, they should not be so specifiodagetthe hands of those who put them
into practice. Innovation is unlikely when such restoiesi are imposed.

* Reward systems should generously and fairly recognize comtsbutions, but they should
not be so specific as to connect literally every entv a bonus or some type of monetary
reward. To do so, discourages people from taking the kihdsks that make innovation
possible.

* Innovation management requires carefully balancinginte pressures under which
employees are placed. If pressures are too great, peoyleentmimaginative and offer
routine solutions. By the same token, if pressure is t@kwamployees may have no sense
of time urgency and believe that the project is too unimpbttawarrant any creative
attention on their part

Stages of the Organizational Innovation Process
Any CEO who snaps her fingers one day and expects hgsttode innovative on command will
surely be in for disappointment. Innovation does not hapfieat once. Rather, innovation occurs
gradually, through a series of stages. Specifically, sstsnhave identified five specific stages
through which the process of organizational innovation pregse$Ve will now describe each of
these five stages.
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Stage 1:Setting the agenda. The first stage of the processnoivation begins by setting the
agenda for innovation. This involves creating a missimtement—a document describing an
organization's overall direction and general goals focomplishing that movement. The
component of innovation that is most involved here idgivation. After all, the highest-ranking

officials of the organization must be highly committedntaovation before they will initiate a push
toward it.

Stage 2:Setting the stage. Once an organization's mission hasels&blished, it is prepared to set
the stage for innovation. This may involve narrowing dowrtain broad goals into narrower,
more specific tasks and gathering the resources to na@t th also may involve assessing the
environment, both outside and inside the organization, Isiegrdor anything that either may
support or inhibit later efforts to "break the rules" byngecreative. Effectively setting the stage
for innovation requires using the skills necessaryirfoovation management as well as full use of
the organization's human and financial resources.

Stage 3:Producing the ideas. This stage of the process invotwesng up with new ideas and
testing them. It is in this third stage that individual anthll group creativity enters the picture. As
a result, all of the components of individual cre@yivhentioned earlier are involved. What's more,
these may combine in important ways with various orgdoizalt factors. For example, an
individual who has the skills and motivation to be higtrgative might find his motivation waning
as he attempts to introduce novel new ideas in an orgiamizhat is not committed to innovation
and that fails to make the necessary resources available.

In contrast, the highly innovative culture of an organizatioay bring out the more
creative side of an individual who may not have bepe@ally creative.

Stage 4:Testing and implementing the ideas. This is the stdggre implementation occurs. Now,

after an initial group of individuals has developed an ideagrogplarts of the organization get

involved. For example, a prototype product may be developed sted teand market research may
be conducted. In short, input from the many functionedsuof the organization is provided.

Skills in innovation management are very ingoatrin this stage of the process. In large part
this is because for good ideas to survive it is nece$satiiem to be "nourished" and supported
throughout the organization. Even the best ideas may ibbed"loff” if people in some parts of
the organization are not supportive. For this same neasgsources are another important
component involved in this stage. After all, unless adecuataunts of money, personnel, material
systems, and information are provided, the idea will bikelglto survive.

Stage 5:0utcome assessment. The final stage of the procaesgas\vassessing the new idea. What
happens to that idea depends on the results of the rassg@s3 hree outcomes are possible. If the
resulting idea (e.g., a certain product or service) has adetal success, it will be accepted and
carried out in the future. This ends the process. Likewlseprocess is over if the idea has been a
complete failure. In this case, there is no good rescontinue. However, if the new idea shows
promise, and makes some progress toward the organizatigestids, but still has some
problems, the process starts all over again at stage 2.

Although this five-stage process does not account fomativations you may find in
organizations, this general model does a good job of fgegtithe major steps through which
most innovations go as they travel along their path frapezific organizational need to a product
or service that meets that need.
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CHAPTER 11
DESIGNING EFFECTIVE ORGANIZATIONS

LEARNING OBJECTIVES
After reading this chapter you will be able to:

» Define organizational structure.

» Distinguish between five aspects of organizational stractbhat are represented in an
organization chart.

» Distinguish between functional organizations, product orgaéoizs, and matrix
organizations.

» Describe the new form of organization known as thé&batal organization.

* Define organizational design.

« Distinguish between classical and neoclassical appesao organizational design.

« Describe the contingency approach to organizational design.

» Describe the boundaryless organization.

* Explain the differences between the five organizatirans identified by Mintzterg.

» Identify two different types of interorganizational designs

How should companies organize themselves into separatesonds to be most effective? This
question is a venerable one in the field of business—andyamportant one. OB researchers and
theorists have provided considerable insight into the maftestudying what is called organi-
zational structure—the way individuals and groups are aedhngth respect to the tasks they
perform—and organizational design—the process of coordindte®ge structural elements in the
most effective manner. Finding the best manner of streietnd design organizations is no simple
matter. However, understanding the structure and desigorgdnizations is key to fully
appreciating their functioning.Organizational effectiveness can be defined as meeting
organizational objectives and prevailing societal expectsitin the near future, adapting and
developing in the intermediate future, and surviving in th&adisfuture. In the near term (about
one year), it should be effective in achieving its godfgient in its use of resources, and a source
of satisfaction to its constituencies (owners, emypds, customers, and society). In the
intermediate term (2 to 4 years), it should adapt to pessibilities and obstacles and develop its
abilities and those of its members. In the long termy@ars), the organization should be able to
survive in an uncertain world.

To begin, we will identify the basic building blocks ofganizations, which can be
identified by the organization chart, a useful pictoriahywof depicting key features of
organizational structure. Following this, we will examin@wvhthese structural elements can be
most effectively combined into productive organizationalglesi

STRUCTURAL DIMENSIONS OF ORGANIZATIONS
Think about how a simple house is constructed. It is coetposa wooden frame positioned atop
a concrete slab covered by a roof and siding materiaihinAthis basic structure are separate
systems operating to provide electricity, water, angptebne services. Similarly, the structure of
the human body is composed of a skeleton surroundedrlmusaystems of organs, muscle, and
tissue serving bodily functions such as respiration, sflige, and the like. It is also possible to
extend these analogies to the structure of organizations.
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Let's use a college for example. It is probably compos$edrious departments working to-
gether to serve special functions. Individuals and groupsladicated to tasks such as teaching,
providing financial services, maintaining the physicallitaes, and so on. Of course, within each
group, even more distinctions can be made betweelpbsepeople perform. For example, it's
unlikely that the OB instructor also is teaching severteeantury French literature. This
illustrates our main point: An organization is not a hapl@zcollection of people, but a
meaningful combination of groups and individuals working togetberposefully to meet
organizational goals. The term organizational structuergdo the formal configuration between
individuals and groups with respect to the allocation dstasesponsibilities, and authority within
organizations.

Strictly speaking, one cannot directly see the structien@rganization; it is an abstract
concept. However, the connections between variousectusf functions of which an organization
iIs composed can be represented in the form of a diagreown as an organization chart.
Specifically, an organization chart may be considerezgbeesentation of an organization's internal
structure. Organization charts are useful tools for spegffiow various tasks or functions are
interrelated within organizations. For example, look at ¢hart depicting part of a hypothetical
manufacturing company shown in Exhibit 1. Each box represargpecific job, and the lines
connecting them reflect the formally prescribed line€@mmunication between the individuals
performing those jobs (see Chapter 6). To specialistsganizational structure, however, such
diagrams reveal a great deal more.

Hierarchy of Authority

Organization charts provide information about who reportgitom — what is known as hierarchy
of authority. Such diagrams reveal which particular lelggel employees are required to report to
which particular individuals immediately above them ia tinganizational hierarchy. In our
hypothetical example in Exhibit 1, the various regioaddspeople (at the bottom of the diagram)
report to their respective regional sales directors, mport to the vice president of sales, who
reports to the president, who reports to the chief exexofficer, who reports to the members of
the board of directors. As we trace these reportirdiogiships, we work our way up the
organization's hierarchy. In this case, the organizatiosikdsvels. Organizations may have many
levels, in which case their structure is considereddalbnly a few, in which case their structure is
considered flat.

In recent years, a great deal has appeared in the news @iganizations restructuring their
work forces by flattening them out. Although it has noérbencommon for large companies to
lay off people in low-level jobs, in recent yeardddie managers and executives, who long felt
secure in their positions, found themselves unemployedthas companies "downsize,"
"rightsize," "de-layer," or "retrench” by eliminating eatlayers of organizational structure. Even
the U.S. Army has downsized by 30 percent in recent yEaesunderlying assumption behind
these changes is that fewer layers reduce waste abtk greople to make better decisions (by
moving them closer to the problems at hand), therebyrigddigreater profitability. Management
experts claim that although some layers of hierarchynacessary, too many can be needlessly
expensive. Moreover, as technology advances, fewer paopleeeded to carry out traditional
management roles.

EXHIBIT 1
ORGANIZATIONAL CHART OF A HYPOTHETICAL MANUFACTURIN G FIRM
An organizational chart, such as this one, identifiesopally the various functions performed
within an organization and the lines of authority betweenple performing those functions.
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Division of Labor

The standard organization chart reflects the facttti®tmany tasks to be performed within an
organization are divided into specialized jobs, a pm&eswn as division of labor. The more

tasks are divided into separate jobs, the more thosegabspecialized and the narrower the
range of activities incumbents are required to perform.

In theory, the fewer tasks a person performs, theebbt or she may be expected to
perform them, freeing others to perform the tasks tiey perform best. (We say "in theory"
because if specialization is too great, people maytlose motivation to work at a high level,
possibly causing performance to suffer. Taken together,tae enganization is composed of
people performing a collection of specialized jobs. Thigrobably the most obvious feature of
an organization that can be observed from the organizelhiart.

As you might imagine, the degree to which employees parfpecialized jobs is
likely to depend on the size of the organization. Thgelathe organization, the more likely
opportunities for specialization exist. For exampleingividual working in a large advertising
agency may get to specialize in a highly narrow field, sgctvriting jingles for radio and TV
spots for automobiles. In contrast, someone workingnatich smaller agency may be required
to do all writing of print and broadcast ads in additiorh&dping out with the artwork and
meeting with the clients. Obviously, the larger companyhiniigg expected to reap the benefits
of efficiently using the talents of employees (aunakresult of an extensive division of labor).

When companies downsize, many managerial jobs becomespessalized. For
example, at General Electric, quite a few middle-rgangent positions have been eliminated
in recent years. As a consequence, the remaining managstsperform a wider variety of
jobs, making their own jobs less specialized.

Span of Control

Exactly how many individuals should a manager be respenfb? The earliest management
theorists and practitioners alike, dating back to tleen& legions, addressed this question.
When you examine an organization chart, the number qfl@dormally required to report to
each individual manager is immediately clear. This numbestitutes what is known as a
manager's span of control. Those responsible for mamyidodls are said to have a wide span
of control, whereas those responsible for fewerisan@ to have a narrow span of control. In our
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organization chart (Exhibit 1), the CEO is responsiblednly the actions of the president,
giving this individual a narrower span of control than phesident himself, who has a span of
control of four individuals.

Sometimes, when an organization is concerned that it mlmekave enough control
over lower-level employees, it restructures so thatagars have responsibility over a smaller
numbers of subordinates. This was the case at Canada'stlbank, Royal Bank, where a team
of top managers recently recommended that area maneghkree the number of branches
under their control from about twenty to between seumhtwelve.

When a manager's span of control is wide, the organizasielh has a flat hierarchy.

In contrast, when a manager's span of control isonarthe organization itself has a tall
hierarchy. This is demonstrated in Exhibit 2. The diagrarheatdp shows a tall organization—
one in which there are many layers in the hierarchy,th@ span of control is relatively narrow
(i.e., the number of people supervised is low). In @sttthe diagram at the bottom of Exhibit
2 shows a flat organization—one in which there are ori@nalevels in the hierarchy, and the
span of control is relatively wide. Although both orgatimas depicted here have 31 positions,
these are arranged quite differently.

It is not readily possible to specify the "ideal" spdrcantrol that should be sought.
Instead, it makes better sense to consider what éfronganization is best suited for various
purposes. For example, because supervisors in a militarymust have tight control over
subordinates and get them to respond quickly and prgcaelarrow span of control is likely
to be effective. As a result, military organizatioead to be extremely tall. In contrast, people
working in a research and development lab must have anexhange of ideas and typically
require little managerial guidance to be successful.sUrfitthis type tend to have very flat
structures.

Line versus Staff Positions

The organization chart shown in Exhibit 1 reveals antmadil distinction that should be
highlighted — that between line positions and staff postid®’eople occupying line positions
(e.g., the various vice presidents and managers) haveoaemiaking power. In contrast, the
individual shown in the dotted box—the legal counsel—canndiendgcisions, but provides
advice and recommendations to be used by the line man&gersxample, such an individual
may help corporate officials decide whether a certaidyet name can be used without in-
fringing on copyright restrictions. This individual mag kaid to hold a staff position. In many
of today's organizations, human resource managing maselneas staff positions because they
may provide specialized services regarding testing and ieteng procedures as well as
information about the latest laws on personnel adinatien.

Differences between line and staff personnel are not uh&pecifically, staff managers
tend to be younger, better educated, and more comnuttbeit fields than to their organizations.
Line managers might feel more committed to their orgdiozs, not only because of the greater
opportunities they have to exercise decisions, but la¢sause they are more likely to perceive
themselves as part of a company, rather than as apandent specialist whose identity lies pri-
marily within his or her specialty area.

Comparing Span of Control in Organization Charts
One of the easiest things to determine about a company kindoat its organization chart is its
span of control.
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Decentralization

During the first half of the twentieth century, as gamies grew larger and larger, they shifted
power and authority into the hands of a few upper-echaltministrators — executives whose
decisions influenced the many people below them in the aaomnal hierarchy. In fact, it was
during the 1920s that Alfred P. Sloan, Jr., then the presafeGeneral Motors, introduced the
notion of a "central office," the place where a fegividuals made policy decisions for the entire
company. Another part of Sloan's plan involved pushing decisiegarding the day-to-day
operation of the company lower on the organizational tabya thereby allowing the individuals
who were most affected by corporate decisions to makeettecisions themselves. This process
of delegating power from higher to lower levels within avigations is known as decentralization.
It is the opposite of centralization, the tendency tovadlowing only a few powerful individuals
or groups to hold most of the decision-making power.

Recent years have seen a marked trend toward incredeagmtralization. As a result,
organization charts might show fewer staff positioss,decision-making authority is pushed
farther down the hierarchy. Many organizations have moee@rd decentralization to promote
managerial efficiency and to improve employee satigfadfthe result of giving people greater
opportunities to take responsibility for their own atip

For example, in recent years, thousands of staff fehe been eliminated at companies
such as 3M, Eastman Kodak, and GE, as these companiegddwardralized. In particular, people
working in research and development positions are lit@enjoy the autonomy to make decisions
that decentralization allows. With this in mind, manynpanies heavily involved in research and
development—including parts of Hewlett-Packard, Intelg@oation, and Philips Electronics—
have shifted to more decentralized designs.

In contrast, people working on production jobs are likelyoe less interested in taking
responsibility for decisions and may enjoy not having @ tsuch responsibility. In this case,
highly centralized authority makes the most sense. kample, at Delta Airlines, CEO Ronald
W. Allen must personally approve each expenditure $8€000 (except jet fuel). By doing so, he
can very carefully monitor the company's expenses and keafoat during difficult times.
Despite the possible benefits likely to result fraetieving Allen of these chores, he believes that
it is necessary to tightly enforce the decisions nedeanes when the margin for error is small. In
conclusion, although the potential exists to derive c@nalde benefits from decentralization, the
process should be avoided under certain conditions (seahibiE 3).

EXHIBIT 2
TALL VERSUS FLAT ORGANIZATIONS
In tall organizations, the hierarchy has many layers, amcbhgers have a narrow span of control.
However, in flat organizations, the hierarchy has feyerds and managers have a wide span of
control.
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EXHIBIT 3
DECENTRALIZATION: BENEFITS WHEN LOW AND WHEN HIGH
Various benefits are associated with low decentratimafinigh centralization) and high decentral-
ization (low centralization) within organizations.

Low Decentralization High Decentralization

(High Centralization) (Low Centralization)
Eliminates the additional responsibility Can eliminate levels Of management,
not desired by people performing making a leaner organization
routine jobs
Permits crucial decisions to be made by Promotes greater opportunities for
individuals who see the “big picture” decisions to be made by people closest

to problems

DEPARTMENTALIZATION: WAYS OF STRUCTURING ORGANIZATIO NS
Thus far, we have been focusing on organizations wigrentso the organization chart. Typically,
such charts, like the one shown in Exhibit 1, divide thganization according to the various
functions performed. However, this is only one optiorgaizations can be divided up not only
by function, but also by product or market, or by a combinatidboth. We will now take a closer
look at these various ways of breaking up organizationsciobherent units—that is, the process of
departmentalization.

Functional Organizations: Departmentalization by Task
Because it is the form organizations usually take whendheyirst created, and because it is how
we usually think of organizations, the functional organizatian be considered the most basic
approach to departmentalization. Essentially, functiongdnizations departmentalize individuals
according to the functions they perform, with people ykeoorm similar functions assigned to
the same department. For example, a manufacturing egmpaght consist of separate
departments devoted to basic functions such as producaas/marketing; research and
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development, and human resources (recall Exhibit 1).

Naturally, as organizations grow and become more complditional departments are
added or deleted as the need arises. Consider, for examplething that is beginning to happen
at Johnson & Johnson (J&J).

Although this company has long been highly decentralizedainefunctions are now
beginning to become centralized (e.g., the legal and huesmurces operations). This makes it
possible for resources to be saved by avoiding duplicafi@ffort, resulting in a higher level of
efficiency. Not only does this form of organizationalusture take advantage of economies of
scale (by allowing employees performing the same jobsh#&we facilities and not duplicating
functions), but it also allows people to specializeréby performing only those tasks at which
they are most experienced. The result is a highlyeskiWork force — a direct benefit to the
organization.

Partly offsetting these advantages, however, are aepetential limitations. The most
important of these stems from the fact that funaiarganizational structures encourage separate
units to develop their own narrow perspectives and todage of overall organizational goals.
For example, in a manufacturing company, an engineghtnsiee the company's problems in
terms of the reliability of its products, and lose sighbther key considerations, such as market
trends, overseas competition, and so on. Such nariodenness is the inevitable result of
functional specialization—the downside of people seeingctirapany's operations through a
narrow lens.

Product Organizations: Departmentalization by Type of Output

Organizations — at least successful ones — do not stéindhey constantly change in size and
scope. As they develop new products and seek new custoheyranight find that a functional
structure doesn't work as well as it once did. Manufamjua wide range of products using a
variety of different methods, for example, might pusteain on a manufacturing division of a
functional organization.

Similarly, keeping track of the varied tax requiremefats different types of business
(e.g., restaurants, farms, real estate, and manufag}unight pose quite a challenge for a single
financial division of a company. In response to suchrstraa product organization might be
created. This type of departmentalization creates eelamed divisions, each of which is
responsible for everything to do with a certain producgroup of products. For a look at the
structure of a hypothetical product organization, see Ext8bitWhen organizations are
departmentalized by products, separate divisions are establis&eh of which is devoted to a
certain product or group of products. Each unit containshallréesources needed to develop,
manufacture, and sell its products. The organizationngpoged of separate divisions, operating
independently, the heads of which report to top managethtugh some functions might be
centralized within the parent company on a day-to-dalfasy., human resource management or
legal staff), each division operates autonomouslyseparate company.

Consider, for example, how the various divisions @&n&al Motors are devoted to
manufacturing cars, trucks, locomotives, refrigeratausp parts, and the like. The managers of
each division can devote their energies to one paatitulsiness. Organizations may benefit from
a marketing perspective as well. Consider, for exampbedd's 1987 introduction of its line of
luxury cars, Acura. By creating a separate divisioanufactured in separate plants and sold by a
separate network of dealers, the company made its higicedprars look special, and avoided
making its less expensive cars appear less appealing, bggpthem together with superior
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products on the same showroom floors. Given Honda's suedds this configuration, it is not
surprising that Toyota and Nissan followed when they duced their own luxury lines, Lexus
and Infiniti, in 1989.

Product organizations also have several drawbacks. Theolmasus of these is the loss
of economies of scale stemming from the duplicatiorvarfous departments within operating
units. For example, if each unit carries out its oesearch and development functions, the need
for costly equipment, facilities, and personnel may béiplied. Another problem associated with
product designs involves the organization's ability to dt&ad retain talented employees. Since
each department within operating units is necessarilylentabn a single combined one would
be, opportunities for advancement and career developnensuifer. This, in turn, may pose a
serious problem with respect to the long-term retentioialented employees. Finally, problems
of coordination across product lines may arise. In facextreme cases, actions taken by one
operating division may have adverse effects on theomgs of one or more others.

EXHIBIT 3
A PRODUCT ORGANIZATION
In a product organization, separate units are establishethtieehdifferent products' lines.
Each of these divisions contains all the departmestsgsary for it to operate as an independent
unit.
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A clear example of such problems was provided by Hewlatkd?d, a major
manufacturer of computers, printers, and scientific éggtipment. During most of its history,
Hewlett-Packard adopted a product design. It consisted¢arés of small, largely autonomous
divisions, each concerned with producing and selling certain piodids the company grew, it
found itself in an increasingly untenable situation ihick sales representatives from different
divisions sometimes attempted to sell different linEsquipment, often to be used for the same
basic purposes, to the same customers! To deal withpsablems, top management at Hewlett-
Packard decided to restructure the company into sectced mgely on the markets they served
(such as business customers, and scientific and mamuf@ctcustomers). In short, Hewlett-
Packard switched from a fairly traditional product orgat@n to an internal structure driven by
market considerations.

The Hewlett-Packard case points out a particular tranian the basic theme of market
departmentalization. Self-contained operating units edsobe established on the basis of specific
geographic regions or territories, and even customerdoBSexample, a large retail chain might
develop separate divisions for different regions of ¢bentry (e.g., Macy's-New York; and
Macy's California), or for different customer basesg.(e Bloomingdales by Mail and
Bloomingdales Retail). Similarly, a large record compaitself likely a division of a larger
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entertainment company) may establish independent divisionh (eith its own labels) to sign,
develop, produce, and promote recordings of interest to peogifferent markets (e.g., children,
classical, Latin, pop). By departmentalizing in this fashiike having separate companies within
a large company, a company can give artists the attetiteyn would expect from a smaller
company, while benefiting from the specialization and eaaas of scale they would expect from
a large company.

Regardless of the exact basis for departmentalizing—whethlee product, region,
market, or customer group—the basic rationale remainsséimee: Divide the organization's
operations in a way that enhances efficiency.

Matrix Organizations: Departmentalization by Both Function and Product

When the aerospace industry was first developing, ti&e gbvernment demanded that a single
manager in each company be assigned to each of itstgregethat it was immediately clear who
was responsible for the progress of each project. In ngsgo this requirement, TRW established
a "project leader" for each project, someone who shaudtbrity with the leaders of the existing
functional departments. This temporary arrangement éat@lved into what is known as a matrix
organization, the type of organization in which an emploigeeequired to report to both a
functional (or division) manager and the manager gbecific project (or product). In essence,
they developed a complex type of organizational structutecttrabines both the function and
product forms of departmentalization. To better understaatidix organizations, let's take a closer
look at the partial organization chart shown in Exhibit 4.

Employees in matrix organizations have two bossegsé€ohnically, they are under dual
authority). One line of authority, shown by the veitages in Exhibit 4, is functional authority,
managed by vice presidents in charge of various functiareds. The other, shown by the
horizontal axes, is product authority (or it may be a $igeproject or temporary business),
managed by specific individuals in charge of certain prodoctgrojects).

In matrix designs, managers play three major rolast,Riere is the top leader — the
individual who has authority over both lines (the onseldaon function and the one based on
product or project). It is this individual's task to enhance dination between functional and
product managers and to maintain an appropriate balancevef petween them. Second, there
are the matrix bosses—people who head functional depatsmr specific projects. Since neither
functional managers nor project managers have coenplghority over subordinates, they must
work together to assure that their efforts mesh ratteer conflict. In addition, they must agree on
iIssues such as promotions and raises for specific peaplking under their joint authority.
Finally, there are two-boss managers—people who musttrépdioth product and functional
managers, and attempt to balance the demands of eazdudBepeople working in this fashion
have two bosses, they must be given sufficientdfseeto attain their objectives. As you might
imagine, a fair amount of coordination, flexibility, opess, and trust is essential for such a
program to work, suggesting that not everyone adapts walidio a system.

EXHIBIT 4
A MATRIX ORGANIZATION
In a matrix organization, a product structure is superiegpas a functional structure. This results
in a dual system of authority in which some managers réptwo bosses—a project (or product)
manager and a functional (departmental) manager.
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Organizations are most likely to adopt matrix designs nwvtigey confront certain
conditions. These include a complex and uncertain enviroh(oee with frequent changes), and
the need for economies of scale in the use of inteesalurces. Specifically, a matrix approach is
often adopted by medium-size organizations with severmadiymt lines that do not possess
sufficient resources to establish fully self-contdir@perating units. Under such conditions, a
matrix design provides a useful compromise.

We have noted several advantages offered by matrixrdedigyst, they permit flexible
use of an organization's human resources. Individuals witimctibnal departments can be
assigned to specific products or projects as the need aridethen return to their regular duties
when this task is completed. Second, matrix designs wiféelium-size organizations an efficient
means of responding quickly to a changing, unstable enviranriéird, such designs often
enhance communication among managers; indeed, they Viterade matrix bosses to discuss and
agree on many matters. Unfortunately, matrix designscogate frustration and stress caused by
having to report to two different supervisors. However, tmasions in which organizations must
stretch their financial and human resources to medieogas from the external environment or
take advantage of new opportunities, matrix designs can pday useful role.

The Horizontal Organization: Structuring by Process

If the experts are right, we are in store for a meay of structuring work in tomorrow's
organizations — one that means more than just tinkeritigtiae boxes on an organization chart.
Enter the horizontal organization—an approach advocatedany organizational experts, and
touted by consultants, as "the first real, fundambntdifferent, robust alternative" to the
functional organization.

The essence of the idea is simple. Instead of organizbgyijothe traditional, vertical
fashion, by having a long chain of groups or individuals perfpants of a task (e.g., one group
that sells the advertising job, another that plansatheampaign, and yet another that produces
the ads), horizontal organizations have flattened lobi@s. That is, they arrange autonomous
work teams (see Chapter 6) in parallel, each performing whiffleyent steps in the process (e.g.,
members of an advertising team may bring differentsskitid expertise to a single team respon-
sible for all aspects of advertising). Essentially, aiztions are structured around processes
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instead of tasks. Performance objectives are based tomars' needs, such as lowered cost or
improved service. Once the core processes that mest tieeds (e.g., order generation, new
product development) have been identified, they becomecdimpany's major components—
instead of the traditional departments, such as salawamufacturing (for a summary, see
Exhibit 5).

According to consultant Michael Hammer:

In the future, executive positions will not be definedemis of collections of people, like head
of the sales department, but in terms of processessdikr VP of getting stuff to customers,
which includes sales, shipping, and billing. You'll no longer halvexaon an organization chart.
You'll own part of a process map. Envision it as an orgéiniz chart lying on its side, and
organized by process. We'll organize around them. The pebpleum them will be the leaders
of the business.

In an industrial company, for example, these processghtnmiclude things like new-
product development, flow of materials, and the ordexeslibilling cycle. Individuals will
constantly move into and out of various teams as neefladjing from a directory of broadly
skilled in-house corporate experts available to lendl eéxertise.

EXHIBIT 5
THE HORIZONTAL ORGANIZATION
In a horizontal organization, teams of employees ditirse skills are created to meet
objectives relating to various core processes that beuperformed.

—i QOverall Manager !
7 : Obijective:
'- Team responsibie for core process B egfuced
(e.g., generating and {ulfilling orders) cycle time
f jective:
Team responsible for core process o ?Az!r‘:c;gw
(e.g., product development) products
) ] Objective:
Team responsible for core process Enll';anced
] (e.g., flow of materials) product
quality

Although carefully controlled studies have yet to astiessmpact of this new approach,
those who have used it are convinced of its effects&®n8ome claim that this new approach to
organizational design can help companies cut their cosislbgist one-third.

ORGANIZATIONAL DESIGN:
COMBINING THE STRUCTURAL ELEMENTS OF ORGANIZATIONS

We began this chapter by likening the structure of an orgamzto the structure of a
house. Now we are prepared to extend that analogy for memdsntroducing the concept of
organizational design. Just as a house is designed partular fashion by combining its
structural elements in various ways, so too can an og@mzbe designed by combining its basic
elements in certain ways. Accordingly, organizatiatedign refers to the process of coordinating
the structural elements of organizations in the mpgtapriate manner.
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Classical and Neoclassical Approaches: The Quest for tidne Best Design

It is not difficult to realize that for organizatiors function effectively, their designs must
not be static, but dynamic—changing in response to varcwmslitions (e.g., governmental
regulations, competition, and so on.). As obvious asrtiay be to us today, the earliest theorists
interested in organizational design paid little attentmthe need for organizations to be flexible.
Instead, they approached the task of designing organizasoassearch for "the one best way,"
seeking to establish the ideal form for all organizaionder all conditions — the universal design.

Previously, we described the efforts of organizationhblkses such as Max Weber and
Frederick Taylor. These theorists believed that effeatrganizations were ones that had a formal
hierarchy, a clear set of rules, specialization ofdabighly routine tasks, and a highly impersonal
working environment. You may recall that Weber referredhis organizational form as a
bureaucracy. This classical organizational theory héenfato disfavor because it is insensitive
to human needs and is not suited to a changing environment.

Unfortunately, the "ideal" form of an organization, aciog to Weber, did not take into
account the realities of the world within which it opesat@pparently, what is ideal is not
necessarily what is realistic.

In response to critics, and with inspiration from the Hesne studies, the classical
approach to organization theory soon gave way to moeat@mh on human relations. Several
organizational theorists attempted to improve upon thssicial model, which is why their
approach is labeled the neoclassical organizational ythebnis approach recognizes that
economic effectiveness is not the only goal of an imdlsbrganization, but also employee
satisfaction. The key to effectiveness, they argued,notsgidly controlling people's actions, but
actively promoting their feelings of self-worth and thenportance to the organization. The
neoclassical approaches called for organizations to beneésigith flat hierarchical structures
(minimizing managerial control over subordinates) and ah higgree of decentralization
(encouraging employees to make their own decisions). dndaech design features may well
serve the underlying neoclassical philosophy.

Like the classical approach, the neoclassical appralsohmay be faulted on the grounds
that it promoted a single best approach to organizatesign. Although there may be many
benefits to flat, decentralized designs, to claim thist represents the universal or ideal form for
all organizations would be naive. In response to thigcistin, more contemporary approaches to
organizational design have given up on finding the one bestavdgsign organizations in favor
of identifying different designs that are appropriate fa dlfferent circumstances and contexts
within which organizations operate.

The Contingency Approach: Design Based on Environmental Conddns

Today, it is widely believed that the best design fopeganization depends on the nature
of the environment (e.g., the economy, geography, laboketgrin which the organization is
operating. This is known as the contingency approachganaational design. Although many
features of the environment may be taken into account wbasidering how an organization
should be designed, a key determinant appears to be hiwe ¢tanchanging) or unstable
(turbulent) the environment is.

Designs for Stable versus Turbulent Conditions.If you've ever worked at a
McDonald's restaurant, you probably know how highly stasided each step of the most basic
operations must be. Boxes of fries are to be stosmedinches from the wall in stacks one inch
apart. Making those fries is another matter — one baqtires nineteen distinct steps, each of
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which is clearly laid out in a training film shown to nemployees. The process is the same,
whether it's done in Idaho or Moscow, Russia. This igxample of a highly mechanistic task.
Organizations can be highly mechanistic when conditaost change. Although the fast-food
industry has changed a great deal in recent years (witimttloeluction of healthier menu items
and competitive pricing), making fries at McDonald's haschanged. The key to mechanization
is a lack of change.

If the environment doesn't change, a highly mechanistic &dranganization can be very
efficient. An environment is considered stable wheneveetiselittle or no unexpected change in
product, market demands, technology, and the like. Haueeyer seen an old-fashioned looking
bottle of E. E. Dickinson's witch hazel (a topicakriasfent used to cleanse the skin in the area of a
wound)? Since the company has been making the product ifagjdive same distillation process
since 1866, it is certainly operating in a relatively stahknufacturing environment. Without
change, people can easily specialize. When changevitainle, specialization is impractical.

Mechanistic organizations can be characterized in seagd#ional ways (for a
summary, see Exhibit 6). Not only do mechanistic organizaadiow for a high degree of
specialization, but they also impose many rules. Autharivested in a few people located at the
top of a hierarchy who give direct orders to their sdmates. Mechanistic organizational designs
tend to be most effective under conditions in whigheahkternal environment is stable and
unchanging.

EXHIBIT 6
MECHANISTIC VERSUS ORGANIC DESIGNS
Mechanistic designs and organic designs differ along dekeyadimensions identified here.
These represent extremes; many organizations fall ineleet

Structure

Mechanistic Organic
Stability Change unlikely Change likely
Specialization Many specialists Many generalists
Formal rules Rigid rules Considerable

flexibility

Authority Centralized in a Decentralized,

few top people diffused

throughout the
organization

Now, think about high-tech industries, such as those dedida computers, aerospace
products, and biotechnology. Their environmental conditemas likely to be changing all the
time. In fact, these industries are so prone to ghdhat new ways of operating sometimes have to
be altered as soon as they are introduced. It isn't esclynblogy that makes an environment
turbulent. Turbulence also can be high in industries in whigherence to rapidly changing
regulations is essential. For example, times wereutenb in the hospital industry when new
Medicaid legislation was passed, and times were tumbutethe nuclear power industry when
governmental regulations dictated the introduction of nraaw standards that had to be followed.
With the dominance of foreign automobiles in the Unit¢éates, the once-stable American auto
industry has faced turbulent times. Unfortunately, in tdaise, the design of the auto companies
could not rapidly accommodate the changes needed for ongaaic forms (since the American
auto industry was traditionally highly mechanistic).

The pure organic form of organization may be characténzeseveral different ways.
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The degree of job specialization possible is very lavgtead, a broad knowledge of many
different jobs is required. Very little authority ixe¥cised from the top. Rather, self-control is
expected, and an emphasis is placed on coordinationdiefrers. As a result, decisions tend to
be made in a highly democratic, participative manner.\viB@aathat the mechanistic and organic
types of organizational structure described here are ifteahs. The mechanistic-organic
distinction should be thought of as polar oppositesgarontinuum rather than as completely
distinct options for organization. Certainly, organizasiccan be relatively organic or relatively
mechanistic compared with others; however, they arékatdy to be located at either extreme.

Testing the Contingency Approach.Research supports the idea that organizational
effectiveness is related to the degree to which an a@@on's structure (mechanistic or organic)
is matched to its environment (stable or turbulent)h&athan specifying which structure is best,
the contingency approach specifies when each type ohiaegenal design is most effective.
(Although it has not yet been tested, it is an intngudea that the effectiveness of each form also
is related to people's feelings about that type of orgamiza

Mintzberg's Framework: Five Organizational Forms

Although the distinction between mechanistic and organigdgss important, it is not
terribly specific with respect to exactly how organizasishould be designed. Filling this void,
however, is the work of contemporary organizationabtiseé Henry Mintzberg. Specifically,
Mintzberg claims that organizations are composed of f@giclelements, or groups of individuals,
any of which may predominate in an organization. The oae dbes will determine the most
effective design in that situation. The five basiaredats are as follows.

e Operating core: Employees who perform the basic workteelto the organization's
product or service. Examples include teachers (in schoots)chafs and waiters (in
restaurants).

» Strategic apex: Top-level executives responsible for ngnrihe entire organization.
Examples include the entrepreneur who runs her own dmalhess, and the general
manager of an automobile dealership.

« Middle line: Managers who transfer information betwélea strategic apex and the op-
erating core. Examples include middle managers, suckgsnal sales managers (who
connect top executives with the sales force) and ltag of an academic department in a
college or university (an intermediary between the daahthe faculty).

* Technostructure: Those specialists responsible for gidinohey various aspects of the
organization's activities. Examples include accountantsaaditors, and computer sys-
tems analysts.

* Support staff: Individuals who provide indirect support servitiesghe organization.
Examples include consultants on technical matters, armmbrate attorneys.

What organizational design is best fit under conditionshich each of these five groups
dominate? Mintzberg has identified five specific desigmapke structure, machine bureaucracy,
professional bureaucracy, the divisionalized structure tlaen adhocracy.

Simple Structure. Imagine that you open up an antique shop and hire a few p&ople
help you out around the store. You have a small, infoorgdnization in which there is a single
individual with the ultimate power. There is littletime way of specialization or formalization, and
the overall structure is organic in nature. The hierarshguite flat, and all decision-making
power is vested in a single individual — you. An organizasio described, simple in nature, with
the power residing at the strategic apex, is referrdxy tdintzberg as having a simple structure.
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As you might imagine, organizations with simple structcma respond quickly to the
environment and be very flexible. For example, the ohafer of a small, independent restaurant
can change the menu to suit the changing tastes ofnoeistovhenever needed, without first
consulting anyone else. The downside of this, howesdhat the success or failure of the entire
enterprise is dependent on the wisdom and health ahttreidual in charge. Not surprisingly,
organizations with simple structure are risky ventures.

Machine Bureaucracy. If you've ever worked for your state's department ofomot
vehicles, you probably found it to be a very large plagdy numerous rules and procedures for
employees to follow. The work is highly specialized (eome person gives the vision tests, and
another completes the registration forms), and detisiaking is concentrated at the top (e.qg.,
you need to get permission from your supervisor to do anythihgr dhan exactly what's
expected). This type of work environment is highly stable, domes not have to change. An or-
ganization so characterized, where power resides withettienostructure, is referred to as a
machine bureaucracy. Although machine bureaucracies canghly lefficient at performing
standardized tasks, they tend to be dehumanizing and venyg lior the employees.

Professional Bureaucracy.Suppose you are a doctor working at a large city hospital
You are a highly trained specialist with considerable digeein your field. You don't need to
check with anyone else before authorizing a certain gaktist or treatment for your patient; you
make the decisions as they are needed, when they are naetleel same time, the environment
is highly formal (e.g., there are lots of rules and l&gns for you to follow). Of course, you do
not work alone; you also require the services of othghly qualified professionals, such as
nurses and laboratory technicians.

Organizations of this type (e.g., universities, librariesnsulting firms, and hospitals)
maintain power with the operating core, and are calleofepsional bureaucracies. Such
organizations can be highly effective because they aflowloyees to practice those skills for
which they are best qualified. However, sometimes sjisidbecome so overly narrow that they
fail to see the "big picture," leading to errors and potiecwiaflict between employees.

Divisional Structure. When you think of large organizations, such as General Motors
DuPont, Xerox, and IBM, the image that comes to mind abaioly closest to what Mintzberg
describes as divisional structure. Such organizations ston$i a set of autonomous units
coordinated by a central headquarter (i.e., they rely partieental structure based on products).
In such organizations, because the divisions are autonof@@usa General Motors employee at
Buick does not have to consult with another at Chevrol do his or her job) division managers
have considerable control.

Divisional designs preclude the need for top-level executivahink about the day-to-
day operations of their companies and free them to caiatertn larger scale, strategic decisions.
At the same time, companies organized into separate disidi@quently tend to have high
duplication of effort (e.g., separate order processing fomteach division). Having operated as
separate divisions for the past seventy years, Gelertalks is considered the classic example of
divisional structure. Although the company has undergone nohapges during this time —
including the addition of the Saturn Corporation — it higntained its divisional structure.

Adhocracy. After graduating from college, where you spent yearsniegr how to
program computers, you take a job at a small softwargaay. Compared to your friends who
found positions at large accounting firms, your profesditife is much less formal. You work as
a member of a team developing a new time-manageméwasefproduct. There are no rules, and
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schedules are made to be broken. You all work togethdrakthough there is someone who is
"officially” in charge, you'd never know it. Using Mintzigés framework, you work for an
adhocracy — an organization in which power resides wdlstipport staff.

Essentially, this is the epitome of the organic strectiglentified earlier. Specialists
coordinate with each other not because of their sHarations (e.g., accounting, manufacturing),
but as members of teams working on specific projedts. @rimary benefit of the adhocracy is
that it fosters innovation. Some large companies, sisciohnson & Johnson, nest within their
formal divisional structure units that operate as adliesa In the case of J&J, it's the New
Products Division, a unit that has been churning out araggeof 40 products per year during
recent years.

As in the case of all other designs there are disdadgas to adhocracies. In this case, the
most serious limitations are their high levels of iredincy (they are the opposite of machine
bureaucracies in this regard), and a great potential Sangtive conflict.

The Boundaryless Organization: A New Corporate Architecture

You hear it all the time: Someone is asked to do sonwgthint responds defiantly,
saying, "It's not my job." As uncooperative as this rmagm, such a comment may make a great
deal of sense when it comes to the traditional kifhdbrganizational structures we've been
describing — ones with layers of carefully connected bamesdly stacked atop each other in
hierarchical fashion. The advantage of these types ohizag@ns is that they clearly define the
roles of managers and employees. Everyone knows eheeidhat he or she is supposed to do.
The problem with such arrangements, however, is thgtafeinflexible. As a result, they do not
lend themselves to the rapidly changing conditions in wtoday's organizations operate.

Sensitive to this limitation, Jack Welch, former CE{dG@neral Electric had proposed the
boundaryless organization. This is an organization in whignshof command are eliminated,
spans of control are unlimited, and rigid departments g to empowered teams. Replacing
rigid distinctions between people are fluid, intentignambiguous and ill-defined roles. Welch's
vision was that GE would operate like a family grocdoyes (albeit a $60 billion one) — one in
which the barriers within the company that separate emaptojrom each other, and that separate
the company from its customers and suppliers would be elietina

For boundaryless organizations to function effectivilgy must meet many of the same
requirements as successful teams. For example, these be high levels of trust between all
parties concerned. Also, everyone involved must have bigth levels of skill that they can
operate without much, if any, managerial guidance. Insadathe elimination of boundaries
weakens traditional managerial power bases, some exesuay find it difficult to give up their
authority, leading to political behavior. However, te #xtent that the elimination of boundaries
leverages the talents of all employees, such liromatare worth striving to overcome.

The boundaryless organizations we have been describingvéentéaking down both
internal and external barriers. As a result, theg aometimes referred to as barrier-free
organizations. However, there are variations of thentlaryless organization involving only the
elimination of external boundarie3.hese include the modular organization (in which secondary
aspects of the company's operations are outsourced) andirtin@ organization (in which
organizations combine forces with others on a tempdrasis to form new organizations, usually
only briefly).

Modular Organizations. Many of today's organizations outsource noncore functons
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other companies while retaining full strategic control oweir core business. Such companies
may be thought of as having a central hub surrounded layoriet of outside specialists that can
be added or subtracted as needed. As such, they aredeéfea® modular organizations.

As a case in point, you surely recognize Nike and Reebokasr designers and
marketers of athletic shoes. However, you probably drdatize that Nike's production facilities
are limited, and that Reebok doesn't even have any gaitsown. Both organizations contract
all their manufacturing to companies in countries sucla&an and South Korea where labor
costs are low. In so doing, not only can they avoidingaknajor investments in facilities, but they
can concentrate on what they do best—tapping the chatagtes of their customers. While doing
this, their suppliers can focus on rapidly retooling takenthe new products. Similarly, such
popular computer companies such as Dell and Gateway buy cormputponents made by other
companies and perform only the final assembly themseb®Kdered by customers). These
apparel and computer companies are both examples of modulganizations

Virtual Organizations. Another approach to the boundaryless organization isithel
organization. Such an organization is composed of a caiynevolving network of companies
(e.q., suppliers and customers) that are linked togetlsdrar@ skills, costs, and access to markets.
They form a partnership to capitalize on their existiig)ss pursuing common objectives. Then,
after these objectives have been met, they disbandkdJmibdular organizations, which maintain
close control over the companies with which they do autsog, virtual organizations give up
some control and become part of a new organizatideast for a while.

Corning, the giant glass and ceramics manufacturarg@d example of a company that
builds upon itself by developing partnerships with othemganies (including Siemens, the
German electronics firm, and Vitro, the largest glaasufacturer from Mexico). In fact, Corning

officials see their company not as a single entity,asuta network of organizationsAlthough
Corning's alliances tend to be long-lived, most virtuajaoizations are formed on a limited
basis—including the Rolling Stones "Voodoo Lounge" Tour.

The underlying idea of a virtual organization is that eachigyaating company
contributes only its core competencies (i.e., itssadagreatest strength). By several companies
mixing and matching the best of what they can offer, & pioduct is created that may be better
than that which any single company could have created.akimeal corporations are not unusual
in the entertainment industry. Indeed, Time Warner a# llecome part of several multimedia
ventures. By sharing risks, costs, and expertise, matgday's companies are finding the virtual
organization to be a highly appealing type of organizatidnattsire.

INTERORGANIZATIONAL DESIGNS:
GOING BEYOND THE SINGLE ORGANIZATION

All the organizational designs we have examined thus d&ae ftoncentrated on the
arrangement of units within an organization — what mayebeed intraorganizational designs.
However, sometimes parts of different organizationstnuperate jointly. To coordinate their
efforts on such projects, organizations must createoirganizational designs, plans by which two
or more organizations come together. Two such designscanmonly found: conglomerates and
strategic alliances.

Conglomerates: Diversified "Megacorporations”

When an organization diversifies by adding an entirelglated business or product to its
organizational design, it may be said to have formednglomerate. Some of the world's largest
conglomerates may be found in the Asia. For examplgprea, companies such as Samsung and
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Hyundai produce home electronics, automobiles, textidag] chemicals in large, unified
conglomerates known as chaebols. These are allagepaympanies overseen by the same parent
company leadership.

Companies form conglomerates for several reasons$, & &n independent business, the
parent company can enjoy the benefits of diversificafidnus, as one industry languishes, another
may excel, allowing for a stable economic outlook fbe tparent company. In addition,
conglomerates may provide built-in markets and accessipplies, since companies typically
support other organizations within the conglomerate. Comgylates can benefit by providing a
network of organizations that are dependent on each @heroducts and services, thereby
creating considerable business advantages. In recerd, yeavever, many large conglomerates
have been selling off parts of themselves in a movenoantrate on their core business.

Strategic Alliances: Joining Forces for Mutual Benefit

A strategic alliance is a type of organizational desmgwhich two or more separate firms join
their competitive capabilities to operate a specific bssin€he goal of a strategic alliance is to
provide benefits to each individual organization that cowtd be attained if they operated
separately. They are low-risk ways of diversifying (addmew business operations) and entering
new markets. Some companies, such as GE and Micromedt $trategic alliances with many
others. Some alliances last only a brief time, wherghers have remained in existence for well
over twenty years, and are still going strong. Thregomtypes of strategic alliances may be
identified. As shown in Exhibit 7, these may be arranged along ancm from those alliances
that are weak and distant, at one end, to those tieasteong and close, at the other end.
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EXHIBIT 7
STRATEGIC ALLIANCES:
A CONTINUUM OF INTERORGANIZATIONAL RELATIONSHIPS
The three types of strategic alliances identified hmeag be distinguished with respect to their
location along a continuum ranging, at one end, fromkwand distant, to strong and close, at the
other end.

Mutual Service Joint Ventures Value-Chain
Consortia Parinerships
(different companies
(similar companies ""f”f togsther 1o {different companies
pool resources to ulfili the same that rely on each
share a joint benefit; oppartunity, each other for their
e.g., hospitais share requiring the other unigue business;
expenses to build and e.g., customer-
operate an MRI unit) supplier relationships)
Weak l l I _ Strong

and 4§ _ Closeness of Relationship » and
distant ] close

Mutual Service Consortia. At the weak end of the scale are strategic allianoesvk as
mutual service consortia. These are arrangements betweesimilar companies from the same
or similar industries to pool their resources to recaivieenefit that would be too difficult or
expensive for either to obtain alone. Often, the fosusame high-tech capacity, such as an
expensive piece of diagnostic equipment that might aeedhby two or more local hospitals (e.g.,
magnetic-resonance imaging, or MRI unit).

Value-Chain Partnerships. At the opposite end of the scale are the strongeistlasest
type of collaboration, referred to as a value-chainngaship. These are alliances between
companies in different industries that have complemgntapabilities. Customer-supplier
relationships are a prime example. In such arrangeno@et€ompany buys necessary goods and
services from another so that it can do business. Beaash company greatly depends on the
other, each party's commitment to their mutual relatignis high. As noted earlier, Toyota has a
network of 230 suppliers with whom it regularly does busin€ke relationship between Toyota
and these various companies represent value-chain paipsers

Joint Ventures. Between these two extremes are joint ventures. Téiesarrangements
in which companies work together to fulfill opportunitieatthequire the capabilities of the other.
For example, two companies might enter into a joantture if one has a valuable technology and
the other has the marketing knowledge to help transfoatrt¢échnology into a viable commercial
product.

There are clear benefits to be derived from formingt jeentures. These primarily come
in the form of improved technology, widened markets, andtgreeconomies of scale (e.g.,
sharing functional operations across organizations). Heryveas you might imagine, for these
benefits to be realized, a high degree of coordinatiwhfih must exist between the parties, each
delivering on its promise to the other.

Not surprisingly, not all strategic alliances are succgss$for example, AT&T and
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Olivetti tried unsuccessfully to work together on manufanog personal computers. Strong
differences in management styles and organizational eultare cited as causes (see Chapter 10).
Clearly, for strategic alliances to work, the compamesst not only be able to offer each other
something important, but they also must be able to workheg&h make it happen.

OB IN ACTION — Daimler-Chrysler’'s Cross-Functional Global Team Structure

Daimler’'s desire to merge with Chrysler came abowabse Chrysler had pioneered the use of
cross-functional teams and new information technologgwer manufacturing costs and speed |the
introduction of new products. Daimler needed this expertiSérysler’'s use of cross-functional
teams came about when they acquired American Motorsakiriteir talented design engineeys.

Rather than dismissing or integrating this talent i drganization in traditional ways, Chrysler

formed cross-functional teams with the abundant podhleint. These teams designed the Jeep
Grand Cherokee. Eventually, Chrysler built a $1 billechnology center to house all of the teams.
Once Chrysler merged with Daimler, the same crosstifumal team concept was transferred to that
organization.

The cross-functional team concept has worked well usecaof the infusion of a
sophisticated computer network that allows for all teamstay in contact with one another. The
network also allows different teams to access in&tion from other teams so that all teams share
information as design problems are being addressed. THeakdyeen a willingness to embrace the
concept of cross-functional teams and the effects®éthe computer network.
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CHAPTER 12
MANAGING ORGANIZATIONAL CHANGE AND DEVELOPMENT

LEARNING OBJECTIVES
After reading this chapter you will be able to:

» Distinguish between different types of change in orgdiuns, giving examples of each.

* Identify the three main ways in which organizations nisgnge.

» Identify the general conditions under which organizatichange is likely to occur.

* Describe why people are resistant to change in orgamsatind ways in which this
resistance may be overcome.

* Define organizational development.

« Describe four technigues of organizational development andildesbe effectiveness of
each.

» Identify the sides of the ethical debate with respeasting OD techniques.

Think of the many changes in the ways businesses op&ragea in recent years. To name just a
few, the menus of many fast food restaurants haventeguore diversified, commerce over the
internet now occurs regularly, and banks are merging Tntega-financial institutions.” Not
surprisingly, the impact of organizational change cafobad everywhere. However, most people
have difficulty accepting that they may have to albeir work methods. After all, if you're used to
working a certain way, a sudden change can be very unseRbnginately, social scientists have
developed various methods, known collectively as organizatidevelopment techniques, that are
designed to implement needed organizational changes iarmem that is both acceptable to
employees and that enhances the effectiveness ofghaipations involved.

We will examine these techniques and their effectiverresisis chapter. Before doing so,
however, we will take a closer look at the organizatiarthange process by chronicling different
forces for change acting on organizations. Then we wjlloge some major issues involved in the
organizational change process, such as what is changed,clwaege will occur, why people are
resistant to change, and importantly—how this resistaanébe overcome.

FORCES FOR ORGANIZATIONAL CHANGE

A century ago, advances in machine technology made farmingly lefficient that fewer hands
were needed to plant and reap the harvest. The dispi&umers fled to nearby cities, seeking jobs
in newly opened factories, seizing opportunities created img g7 the same technologies that sent
them from the farm. The economy shifted from agratmmmanufacturing, and the industrial
revolution was under way. With it, came drastic shiftsvhere people lived, how they worked,
how they spent their leisure time, how much money timade, and how they spent it. Today's
business analysts claim that we are currently expengnanother industrial revolution—one
driven by a new wave of economic and technological forces

With so many companies making such drastic changes, thageessclear: either adapt to
changing conditions or shut your doors. As technology aakets change, organizations face a
formidable challenge to adapt. However, not all orgaimnat changes are the result of unplanned
factors. Some organizational changes are planned, amdiggihtional.
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A dynamic and complex organizational environment faces aohshange, so the level of
uncertainty increases. The more uncertainty an orgamizédces, the more organic the structure
should be. Organic organizations tend to be flexible and aéaptieghange.

Planned Change
A great deal of organizational change comes from stratdgasions to alter the way an
organization does business or the very nature of the basisel.

Changes in Products or Servicedmagine that you and a friend begin a small janitdnediness.
The two of you divide the duties, each doing some adgaibuying supplies, and performing some
administrative work. Before long, the business growsyaudexpand, adding new employees, and
really begin "cleaning up." Many of your commercial clgeakpress interest in window cleaning,
and so you and your partner think it over and decide to expamdhe window-cleaning business
as well. This decision to take on a new directiorholiusiness, to add a new, specialized service,
will require a fair amount of organizational changet Nnly will new equipment and supplies be
needed, but also new personnel will have to be hired antett, new insurance will have to be
purchased, and new accounts will have to be securedotit) #e planned decision to change the
company's line of services necessitates organizational change

Changes in Administrative Systems.Although an organization may be forced to change its
policies, it is not unusual for changes in administeatsystems to be planned in advance
strategically. Such changes may stem from forces sutheadesire to improve efficiency or to
change the company's image. As an example of this,idesnthe decision by PepsiCo to
structurally reorganize. For many years, PepsiCo had aasepaternational food service division,
which included the operation of 62 foreign locations @& tompany's Pizza Hut and Taco Bell
restaurants. Because of the great profit potential @eeHforeign restaurants, PepsiCo officials
decided to reorganize, putting these restaurants directly timelecontrol of the same executives
responsible for the successful national operation®inza Hut and Taco Bell. This type of
departmentalization allows the foreign operations tana@aged under the same careful guidance
as the national operations (see Chapter 11).

Changes in Organizational Size and StructureJust as organizations change their products,
services, or administrative systems to stay competitso too do they alter the size and basic
configurations of their organizational charts — that iy tlestructure. In many cases, this has meant
reducing the number of employees needed to operate efflgetia process known as downsizing.
Typically, this involves more than just laying off peopleaimove to save money. It is directed at
adjusting the number of employees needed to work in neMegigned organizations, and is,
therefore, also known aghtsizing Whatever you call it, the bottom line is painfullgat: Many
organizations need fewer people to operate today th&e ipast—sometimes, far fewer.
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EXHIBIT 1
PLANNED AND UNPLANNED ORGANIZATIONAL CHANGES
Organizational changes may be considered either planneglannad. Some examples of
each are listed here.

> QOrganizational
Change

Unplanned Changes Planned Changes
e Changes in products ¢ Changing employee
and services demographics
e Changes in admini- e Performance gaps

strative systems o Governmental

e Changes in organi- regulations

i i r structure z s
=atjonel so ety * Economic competition

s introduction of new in the giobal arena
technologies

e Advances in information
processing and
communication

Another way organizations are restructuring is by corapletliminating parts of
themselves that focus on noncore sectors of the bgsia@sl hiring outside firms to
perform these functions instead—a practice knowouésourcing For example, companies
like ServiceMaster, which provides janitorial services, &AmP, which provides payroll
processing services, make it possible for organizationsotwentrate on the business
functions most central to their mission, therebiing them from these peripheral support
functions.

Some critics fear that outsourcing represents a '"Wollp out” of companies—a
reduction of functions that weakens organizations by makiwegitmore dependent on
outsiders. Others counter that outsourcing makes serese tiwd work that is outsourced is
not highly critical to competitive success (e.g., jamtioservices), or when it is so highly
critical that the only way to succeed requires outsidestasce. If you think that
outsourcing is an unusual occurrence, guess again. Orgrindimalyst has estimated that
30 percent of the largest American industrial firms owtse over half their manufacturing.

Introduction of New Technologies.As you know, advances in technology have produced
changes in the way organizations operate. Senior st®atd engineers, for example, can
probably tell you how their work was drastically alteradthe mid-1970s, when their
ubiquitous plastic slide rules gave way to powerful poadtulators. Things changed
again only a decade later, when calculators were supplany powerful desktop mi-
crocomputers, which have revolutionized the way documeatprapared, transmitted, and
filed in an office. Manufacturing plants also have sagmeat deal of growth recently in the

164



use of computer-automated technology and robotics. Eattfes¢ examples represents an
instance in which technology has altered the way peoplbeaiojobs.

Advances in Information Processing and CommunicationAlthough we now easily take
for granted everyday events such as fax machines andl,ethesie things were merely
exotic dreams not too many years ago. If you've ever ae®ld western film in which the
Pony Express rider struggled through uncharted territavieeliver messages to people in
distant western cities, you are well aware of thdficdities that people faced
communicating over long distances. Of course, with tsdapphisticated satellite
transmission systems, fiber-optic cables crisscrosgiagplanet, digital cellular phones,
teleconferencing facilities, and the like, it is easl@m ever for businesses to communicate
with each other and with their clients. The key parthat as such communication systems
improve, opportunities for organizational growth and improvanf@low.

Unplanned Change

Not all forces for change are the result of stratgd@ning. Indeed, organizations also
must be responsive to changes that are unplanned. Such foctedeichanges in the

demographic composition of the work force, performance gapg&grnment regulation, and

international competition.

Changing Employee Demographicsit is easy to see how, even within your own lifetime,
the composition of the work force has changed. Adah Chapter 4, the American

workforce is now more highly diverse than ever. To peaplecerned with the long-term

operation of organizations, these are not simply curgmesological trends, but shifting

conditions that will force organizations to change. Example, questions regarding how
many people will be working, what skills they will bg to their jobs, and what new

influences they will bring to the workplace are ofykeaterest to human resources
managers.

Performance Gaps.If you've ever heard the phrase "If it's not broken, tdon'it,” you
already have a good feel for one of the most potentesuf unplanned internal changes in
organizations — performance gaps. A product line that isoiing, a vanishing profit
margin, a level of sales that isn't up to corporapeeetations—these are examples of gaps
between real and expected levels of organizational peafacen Few things force change
more than sudden and unexpected information about poor parfoemOrganizations
usually stay with a winning course of action and changeespanse to failure; in other
words, they follow a win-stay/lose-change rule. Indeeperformance gap is one of the key
factors providing an impetus for organizational innovatibhose organizations that are
best prepared to mobilize change in response to unexpecatedudos are expected to be
the ones that succeed.

Government Regulation.One of the most commonly witnessed unplanned organizdtio
change results from government regulations. In the 199€murant owners in the United
States had to alter the way they report the incomeaiters and waitresses to the federal
government for purposes of collecting income taxes. Mecently, the U.S. federal
government has been involved in both imposing and elimmaggulations in industries
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such as commercial airlines (e.g., mandating inspectioedsiles, but no longer controlling

fares) and banking (e.g., restricting the amount of timecks can be held before clearing,
but organizations change in many ways and for many reaBonsa summary of these

sources of organizational change, see Exhibit 1.

THE PROCESS OF ORGANIZATIONAL CHANGE: FOUR BASIC QU ESTIONS
When it comes to organizational change, several basistignse warrant consideration.
First, what are the targets of organizational changerte? Second, when will
organizational change occur? Third, why is organizatiorehgé resisted? Fourth, how can
resistance to change be overcome? We will now adtltess questions.

Targets: What Is Changed?

Imagine that you are an engineer responsible for osmigehe maintenance of a large
office building. The property manager has noted a dranmetiease in the use of heat in the
building, causing operating costs to skyrocket. In other wadseed for change exists—
specifically, a reduction in the building's heat usage. dannot get the power company to
lower its rates, so you realize you must bring aboubh@és in the use of heat. But how?
One possibility is to rearrange job responsibilitiestlsat only maintenance personnel are
permitted to adjust thermostats. Another option is tdimers on all thermostats so that the
building temperature is automatically lowered during perioflsxanuse. Finally, you
consider the idea of putting stickers next to the theta®srequesting that occupants do
not adjust them. These three options represent excelamples of the three potential
targets of organizational change we will consider—changeorganizational structure,
technology, and people.

Changes in Organizational Structure.In Chapter 11 we described the key characteristics
of organizational structure. Here, we note that altettiegstructure of an organization may
be a reasonable way of responding to a need for changfee kbove example, a structural
solution to the heat-regulation problem came in the fdrne@ssigning job responsibilities.
Indeed, modifying rules, responsibilities, and procedureg b® an effective way to
manage change. Changing the responsibility for temperag¢grdation from a highly de-
centralized system (whereby anyone can make adjustmerdasgentralized one (in which
only maintenance personnel may do so) is one way démgmting organizational change
in response to a problem. This particular structural solutalled for changing the power
structure (i.e., who was in charge of a particular task)

Different types of structural changes can take form. &@mple, changes can be
made in an organization's span of control, altering theben of employees for which
supervisors are responsible. Structural changes also matheakam of revising the basis
for creating departments — such as from product-based depéstnto functional
departments. Other structural changes may be much sjrspteh as clarifying someone's
job description or the written policies and procedurdsvigdd.

Changes in Technologyln our thermostat example, we noted that one possiilgicn

would be to use thermostats that automatically reduedéuiiding's temperature while it is
not in use. This is an example of a technological amprda the problem of conserving
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heat in the building. Placement of regulating devices erthtlirmostats that would thwart
attempts to raise the temperature also would be pos3ibke.thermostats also could be
encased in a locked box, or simply removed altogetherewdy modem, energy-efficient

furnace could be installed in the building. All of thesggestions represent technological
approaches to change.

Changes in PeopleYou've probably seen stickers next to light switchesatels and
office buildings asking the occupants to turn off thghts when not in use. These are
similar to the suggestion in our opening example of affisigyms near thermostats asking
occupants to refrain from adjusting them. Such eff@pasent attempts to respond to the
needed organizational change by altering the way people behaedasic assumption is
that the effectiveness of organizations is greatly deg@ndn the behavior of the people
working within them.

As you might imagine, the process of changing peopletiea®y—indeed, it lies at
the core of most of the topics discussed in this bétdwever, theorists have identified
three basic steps that summarize what's involved irptbeess of changing people. The
first step is known as unfreezing. This refers to thegss of recognizing that the current
state of affairs is undesirable and in need of a change.

Realizing that change is needed may be the result of senwis organizational
crisis or threat (e.g., a serious financial loss, &estror a major lawsuit), or simply
becoming aware that current conditions are unacceptabie, (antiquated equipment,
inadequately trained employees). In recent years, sgeweligves have gotten employees to
accept the need to change while things are still good layingea sense of urgency. They
introduce the idea that there is an impending crig®agh conditions are, in fact, currently
acceptable—an approach referred todasmsday managemernikhis process effectively
unfreezes people, stimulating change before it's toodale ainy good.

After unfreezing, change may occur. This step occurs when ptanned attempt is
made to create a more desirable state for the orgmmzatd its members. Change attempts
may be quite ambitious (e.g., an organization wide restring) or only minor (e.g.,
altering a training program). A thorough discussion of suahmdd change techniques will
be presented in the next major part of this chapter.

Finally, refreezing occurs when the changes made are inedegdo into the
employees' thinking and the organization's operations (egchanisms for rewarding
behaviors that maintain the changes are put in placelcdlethe new attitudes and
behaviors become a new, enduring aspect of the organaldigstem.

Readiness for Change: When Will Organizational Change Occur?

As you might imagine, there are times when organizatare likely to change, and times
during which change is less likely. In general, chandéedy to occur when the people
involved believe that the benefits associated with makirghange outweigh the costs
involved. The factors contributing to the benefits of mgka change are as follows.
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» the amount of dissatisfaction with current conditjons
» the availability of a desirable alternative, and
» the existence of a plan for achieving that alternative.

Theorists have claimed that these three factors cominmiplicatively to de-
termine the benefits of making a change. Thus, if arg/ @nthese factors is zero, the
benefits of making a change, and the likelihood of chatsgd,iwill be zero. If you think
about it, this makes sense. After all, people are unlikeeipitiate change if they are not at
all dissatisfied, or if they don't have any desirableradteve in mind (or any way of
attaining that alternative, if they do have one in mi@f)course, for change to occur, the
expected benefits also must outweigh the likely costooled (e.g., disruption,
uncertainties).

Why Is Organizational Change Resisted?

Although people may be unhappy with the current state fafr@fconfronting them in
organizations, they may be afraid that any changesbeilbotentially disruptive and will
actually make things worse. Indeed, fear of new conditisnquite real and it creates
unwillingness to accept change. Organizational sciertigsie recognized that resistance to
change stems from both individual and organizationahlbas.

Individual Barriers to Change. Researchers have noted several key factors that a
known to make people resistant to change in organimatio

1. Economic insecurity: Because any changes on the job tie potential to threaten
one's livelihood—either by loss of job or reduced pay — s@sistance to change is
inevitable.

2. Fear of the unknown: Employees derive a sense ofisg@tam doing things the
same way, knowing who their co-workers will be, andomhthey're supposed to
answer to from day to day. Disrupting these well-estaldishbemfortable patterns
creates unfamiliar conditions, a state of affairs$ tieen is rejected.

3. Threats to social relationships: As people continue tokwathin organizations,
they form strong bonds with their co-workers. Many orgatmnal changes (e.g.,
the reassignment of job responsibilities) threateniritegrity of friendship groups
that provide valuable social rewards.

4. Habit: Jobs that are well learned and become habituatasyg to perform. The
prospect of changing the way jobs are done challengedepogdevelop new job
skills. Doing this is clearly more difficult than dimuing to perform the job as it
was originally learned.

5. Failure to recognize need for change: Unless employaegecognize and fully
appreciate the need for changes in organizations, angadvieserests they may have
in keeping things the same may overpower their willingriesaccept change.

Organizational Barriers to Change. Resistance to organizational change also stems from
conditions associated with organizations themselesgeral such factors may be identified.

1. Structural inertia: Organizations are designed to promatslisy. To the extent that
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employees are carefully selected and trained to peréartain jobs, and rewarded
for doing them well, the forces acting on individualgpeform in certain ways are
very powerfully determined — that is, jobs have structueatia. Thus, because jobs
are designed to have stability, it is often difficultai@ercome the resistance created
by these forces.

2. Work group inertia: Inertia to continue performing jobsairspecified way comes
not only from the jobs themselves but also from theas@roups within which peo-
ple work — work group inertia. Because of the developméstrong social norms
within groups (see Chapter 6), potent pressures exist to pejédos in certain
ways. Introducing change disrupts these established neen@tpectations, leading
to formidable resistance.

3. Threats to existing balance of power: If changes aadenwith respect to who's in
charge, a shift in the balance of power between individaradsorganizational sub-
units is likely to occur. Those units, which now contra tesources, have the ex-
pertise, and wield the power, may fear losing their adwegadus positions resulting
from any organizational change.

4. Previously unsuccessful change efforts: Anyone who ikad through a past dis-
aster understandably may be reluctant to endure andtberpa at the same thing.
Similarly, groups or entire organizations that have beeuccessful in introducing
change in the past may be cautious about accepting fuatiggnpts at introducing
change into the system.

Over the past decade, General Electric (GE) has undeayseees of widespread
changes in its basic strategy, organizational structum@,relationship with employees. In
this process, it experienced several of the barriess igentified. For example, GE
managers had mastered a set of bureaucratic tradiiankept their habits strong and their
inertia intact. The prospect of doing things differentlgswscary for those who were so
strongly entrenched in doing things “the GE way." In paldiGithe company's interest in
globalizing triggered many fears of the unknown. Restgao change at GM also was
strong because it threatened to strip power from thods that traditionally possessed
most of it (e.g., the Power Systems and Lighting @wis Changes also were highly
disruptive to GE's "social architecture”; friendship growgse broken up and scattered
throughout the company. In all, GE has been a living exawipinany different barriers to
change all rolled into a single company.

How Can Resistance to Organizational Change Be Overcome?

Because organizational change is inevitable, managers dtwskehsitive to the barriers to
change so that resistance can be overcome. Thispwfke, is easier said than done.
However, several useful approaches have been suggesiatiedey ones are summarized
here.

1. Shape political dynamics. For change to be acceptedtdh a$ useful, if not
absolutely necessary, to win the support of the most polvarid influential
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individuals in the company. Doing so builds a critical ing¢ mass of support for
change. Demonstrating that key organizational leadedsre@ the change is an
effective way to get others to go along with it — eithecause they share the leader's
vision or because they fear the leader's retaliatotiher way, their support will
facilitate acceptance of change.

Educate the work force. Sometimes, people are reluctahiainge because they fear
what the future has in store for them. Fears aboutosemnsecurity, for example,
may be put to rest by a few reassuring words from power isoldes part of
informing employees of what organizational changes magnnfer them, top
management must show a considerable amount of emosenaitivity. Doing so
makes it possible for the people affected by change I rhake it work. Some
companies have found that simply answering the questidat's in it for me?" can
help allay a lot of fears.

Involve employees in the change efforts. It is wellabkshed that people who
participate in making a decision are more strongly cotenhito the outcomes of
that decision than those who are not involved. Accgiginemployees who are
involved in responding to unplanned change, or who are madeopthe team
charged with planning a needed organizational change, maxdexted to have
very little resistance to change. Organizational charbat are "sprung"” on the
work force with little or no warning might be expectedencounter resistance
simply as a knee-jerk reaction until employees hagdchance to assess how the
change affects them. In contrast, employees whinaodved in the change process
are better able to understand the need for changearantherefore less likely to
resist it.

Reward constructive behaviors. One rather obvious, ande gsuiccessful,
mechanism for facilitating organizational change is relmg people for behaving
in the desired fashion. Changing organizational operatitasnecessitate changing
the kinds of behaviors that need to be rewarded byotlganization. This is
especially critical when an organization is in the tramsiperiod of introducing the
change. For example, employees who are required to feause new equipment
should be praised for their successful efforts. Feddbachow well they are doing
not only provides a great deal of useful assurance to antennployees, but also
helps shape the desired behavior.

. Create a "learning organization." Like it or not, all origations change and some
do so more effectively than others. Those organizatibas have developed the
capacity to adapt and change continuously are known asngasrganizations.n
learning organizations, people set aside old ways of thinkiegly share ideas with
others, form a vision of the organization, and work togretim a plan for achieving
that vision. Examples of learning organizations include ¥al®eneral Electric,
and Motorola.
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As you might imagine, becoming a learning organization isimple feat. In fact, it
involves implementing many of the principles of organaadi behavior described in this
book. Specifically, for a firm to become a continuadrher, management must take the
following steps.

e Establish commitment to change- Unless all employkeslg see that top manage-
ment is strongly committed to changing and improvingdiganization, they will
be unlikely to make the changes necessary to bring abpubvements.

e Adopt an informal organizational structure- Change is meaglily accepted when
organizational structures are flat (see Chapter 11)sduretional teams are created
(see Chapter 6), and the formal boundaries betweengaapkliminated.

« Develop an open organizational culture- As we describedhepter |1, managers
play a key role in forming organizational culture. To efifeely adapt to changes in
their environments, organizations should have cultures ehdirace risk taking,
openness, and growth. Companies whose leaders arantlitaectonfront the risk of
failure are ones that will be unlikely to grow and develop.

Although these suggestions may be easier to state thanptement, efforts at
following them will prove rewarding. Given the many fesa¢hat make employees resistant
to change, managers should keep these guidelines in mind.

OB IN ACTION — Reengineering at Hallmark Cards

Hallmark Cards has a 55 percent share of the 8 billiosh warket sold each year jn
the United States. However, in the 1990s Hallmark slipp&d.reverse their fortunes
Hallmark self-analyzed. The clear result of the asialyvas that the company needed to
change to remain competitive. The company found that ¢tesign process was slow.
Armed with this information, managers set out to makel@eg@ehanges.

Before the changes took place, Hallmark took threesyfara design to reach the
market. After the changes, it took one year for a wawd to reach customers. The
managers made over 100 recommendations that would speed ymoitess. The
primary problem was the number of handoffs between vanauts of the company’s
business functions and processes. Employees were enggbavel held accountable  for
design work that used to go through too many hands. A congagddeedback  system
focused on the point of sale and gave the company quickmaf@n on what was seIIinF
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and what was not. The changes at Hallmark were draraati once again propelled the
company into the industry lead.

ORGANIZATIONAL DEVELOPMENT INTERVENTIONS:
IMPLEMENTING PLANNED CHANGE
Now that we have shed some light on the basic issuesusiding organizational change,
we are ready to look at planned ways of implementing ithectively known as techniques
of organizational development (OD). Formally, we definganizational development as a
set of social science techniques designed to plan and ipilexmange in work settings, for
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purposes of enhancing the personal development of individards improving the
effectiveness of organizational functioning. By planninggamization wide changes
involving people, OD seeks to enhance organizational peaiece by improving the
quality of the work environment and the attitudes and b&ilig of employees.

Over the years, many different strategies for implaing planned organizational
change (referred to as OD interventions) have besud by specialists attempting to
improve organizational functioning (referred to as OD pianers). All the major methods
of organizational development attempt to produce somed kif change in individual
employees, work groups, and/or entire organizations. Ehihe goal of the four OD
interventions we will review here.

1. Survey Feedback

For effective organizational change to occur, employeest understand the organization's
current strengths and weaknesses. That's the underlyimpalat behind the survey
feedback method. This technique follows the three stepsnadmed in Exhibit 2. First,
data are collected that provide information about maéigeneral concern to employees,
such as organizational climate, leadership style, andajdfesction. This may take the form
of intensive interviews, structured questionnaires, or.d®dcause it is important that this
information be as unbiased as possible, employees provielaipack should be assured
that their responses will be kept confidential. For tl@ason, this process is usually
conducted by outside consultants.

The second step calls for reporting the informatiorainled back to the employees
during small group meetings. Typically, this consists ofmarizing the average scores on
the attitudes assessed in the survey. Profiles areedre&feelings about the organization,
its leadership, the work done, and related topics. Dismussilso focus on why the scores
are as they are, and what problems are revealed bige¢dbéack. The final step involves
analyzing problems with communication, decision makingg awher organizational
processes to make plans for dealing with them. Suchsigms are usually most effective
when they are carefully documented and a specific pfamplementation is developed,
with someone put in charge of carrying it out.

Survey feedback is a widely used organizational develapteehnique. This is not
surprising in light of the advantages it offers. It idicgé#nt, allowing a great deal of
information to be collected relatively quickly. Alsbjs very flexible and can be tailored to
the needs of different organizations facing a varidétgroblems. However, the technique
can be no better than the quality of the questionnaire-u#echust measure the things that
really matter to employees. Of course, to derive thexiiiiam benefit from survey
feedback, it must have the support of top managementpléine developed by the small
discussion groups must be capable of being implemented vathiuthapproval of the
organization. When these conditions are met, survaedbtek can be a very effective OD
technique.

EXHIBIT 2
SURVEY FEEDBACK
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The survey feedback method of OD follows the threpsstautlined here: collecting data,
giving feedback, and developing action plans.

| i |

Data collection Feedback I_Deve}op action plans
Employees complete ’ Feelings about the ’ Through group
surveys fo provide organization are discussions,
information about summarized and specific plans for
problems in thelr shared with all overcoming problems
organization employees are identified and

developed

2. Quality of Work Life Programs

When you think of work, do you think of drudgery? Although mangpte believe these
two terms go together naturally, it has grown increagingbpular to attempt to
systematically improve the quality of life experiencedtbe job. As more people demand
satisfying and personally fulfilling places to work, OD pitaaners have attempted to
systematically create work situations that enhance @reps’ motivation, satisfaction, and
commitment—factors that may contribute to high levéisrganizational performance. Such
efforts are known collectively as quality of work lif@WL) programs. Specifically, such
programs are ways of increasing organizational output apcbinmg quality by involving
employees in the decisions that affect them on tbbs.Typically, QWL programs support
highly democratic treatment of employees at all leasld encourage their participation in
decision making. Although many approaches to improving the qualityork life exist,
they all share a common goal: humanizing the workplace.

One popular approach to improving the quality of work life laese work
restructuring—the process of changing the way jobs aretdameke them more interesting
to workers. We already discussed several such approacihegesigning jobs — including
job enlargement, job enrichment, and the job charatitrimodel. These techniques also
are considered effective ways of improving the quality ofiwlife for employees.

Another approach to improving the quality of work life is lgyacircles (QCs).
These are small groups of volunteers (usually around 10) méwet regularly (usually
weekly) to identify and solve problems related to the iguaf the work they perform, and
the conditions under which people do their jobs. An orgdioz may have several QCs
operating at once, each dealing with a particular work af®ut which it has the most
expertise. To help them work effectively, the membédrthe circle usually receive some
form of training in problem solving. Large companies suchA&stinghouse, Hewlett-
Packard, and Eastman Kodak, to name a few, have includeda®@art of their QWL
efforts over the years. Groups have dealt with issuek as how to reduce vandalism, how
to create safer and more comfortable working environmeani$ how to improve product
quality. Research has shown that although quality ciratesvery effective at bringing
about short-term improvements in quality of work life,tbose lasting up to 18 months,
they are less effective at creating more permanemges.

As you might imagine, a variety of benefits (even ibrsherm) might result from
QWL programs. These fall into three major categorid® most direct benefit is usually
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increased job satisfaction, organizational commitmant] reduced turnover among the
work force. A second benefit is increased productivityaiel to these first two benefits is
a third—increased organizational effectiveness (e.g. tabolty, goal attainment).

Achieving these benefits is not automatic, however. Taagor potential pitfalls
must be avoided for QWL programs to be successfully imphéed. First, both
management and labor must cooperate in designing the pro§taould any one side
believe that the program is really just a method of ggiain advantage over the other, it is
doomed to fail. Second, the plans agreed to by all contepagties must be fully
implemented. It is too easy for action plans develope@WL groups to be forgotten amid
the hectic pace of daily activities. It is the respbitisy of employees at all levels — from
the highest executive to the lowest-level laborer—etod through on their parts of the
plan.

3. Management by Objectives

Not only individuals, but entire organizations stand to befrem setting specific goals.

For example, an organization may strive to raise produeti@ improve the quality of its

manufactured goods. These goals, well-intentioned though rttagy be, may not be as
useful to an organization as more specific ones, suahicesase production of widgets by
15 percent or lower the failure rate of widgets by 25 perc&iter all, as the old saying

goes, "lt's easier to get somewhere if you know whexgre going." Peter Drucker is
credited with promoting the benefits of specifying clesganizational goals—a technique
known asmanagement by objectivedBO).

The MBO process consists of three basic steps. Fists are selected that
employees will try to attain to best serve the neddbe organization. The goals should be
selected by managers and their subordinates togethegoBemust be set mutually by all
those involved, not simply imposed. Further, these gdalsld be directly measurable and
have some time frame attached to them. Goals timmotde measured, such as “make the
company better,” or that have no time limits, ardesse It also is crucial that managers and
their subordinates work together to plan ways of rtigi the goals they have selected—
developing what is known as an action plan.

Once goals are set and action plans have been devetbpeskcond step calls for
implementation—carrying out the plan and regularly sssg its progress. Is the plan
working? Are the goals being approximated? Are there anygmsbbeing encountered in
attempting to meet the goals? Such questions need tanbeleed while implementing an
action plan. If the plan is failing, a mid-course cotitget may be in order — changing the
plan, the way it's carried out, or even the goal itdehally, after monitoring progress
toward the goal, the third step may be instituted: evialiatassessing goal attainment.
Were the organization's goals reached? If so, what neis ghould be set to further
improve things? If not, what new plans can be initdatehelp meet the goals? Because the
process of goal assessment determines the selectioemofjoals, MBO is a continuous
process.

MBO represents a potentially effective source of plannamgl implementing
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strategic change for organizations. Individual effortsgiesi to meet organizational goals
get the individual employee and the organization itselfkimgrtogether toward common
ends. Hence, system wide change results. Of cours®B® to work, everyone involved
has to buy into it. Because MBO programs typically nexja great deal of participation by
lower-level employees, top managers must be willingctept and support the cooperation
and involvement of all. Making MBO work also requires aag@eal of time — anywhere
from 3 to 5 years.

Hence, MBO may be inappropriate in organizations thataddnave the time to
commit to making it work. Despite these consideratiMBO has become one of the most
widely used techniques for affecting organizational changecent years. It is not only
used on an ad hoc basis by many organizations, but alsttetes an ingrained element of
the organizational culture in some companies, such as Hd¥dekard and IBM.

4. Team Building

The technique of team building attempts to get membeasvadrk group to diagnose how
they work together, and to plan how this may be impro@aen the importance of group
efforts in effective organizational functioning, attempdsimprove the effectiveness of
work groups are likely to have profound effects on orgaoiaat If one assumes that work
groups are the basic building blocks of organizationgllidvs that organizational change
should emphasize changing groups instead of individuals.

Team building begins when members of a group admit tegththve a problem and
gather data to provide insight into it. The problems #natidentified may come from such
sources as production figures or attitude surveys. Thesamathen shared, in a diagnostic
session, to develop a consensus regarding the group's cstneardths and weaknesses.
From this, a list of desired changes is created, alotiy saime plans for implementing
these changes. In other words, an action plan is dmele a task-oriented approach to
solving the group's problems. Following this step, the plaanded out, and its progress is
evaluated to determine whether the originally identipedblems remain. If the problems
are solved, the process is completed and the team topyn®eting. If not, the process
should be restarted. (See Exhibit 3 for a summary sktbteps.)

Work teams have been used effectively to combat a yaoétimportant or-
ganizational problems. For these efforts to be sucdessiwever, all group members must
participate in the gathering and evaluating of informatisnwell as the planning and
implementing of action plans. Input from group memberslsd especially crucial in
evaluating the effectiveness of the team-building pragkeep in mind that because the
team-building approach is highly task-oriented, interpgbk@roblems between group
members may be disruptive and need to be neutralized hytsideoparty.

EXHIBIT 3

TEAM BUILDING
Team building, a popular OD technique, follows the stepsedthere.
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Data suggesting
a problem

¢

Group members
recognize problem

-

Diagnose group's
strengths and
weaknesses

.

Develop desired
change goals

Restart process

Develop action plan
to make changes

.

I Implement plan l

°

l Evaluate plan

if unsuccessful

if successiful
Process '
completed

With interpersonal strain out of the way, the stagses for groups to learn to
effectively solve problems on their own. Howeversttioes not happen overnight. To be
effective, team building should not be approached @seatime exercise completed in just
a few days. Rather, it should be thought of as an oggmincess that takes several months
(or even years) to develop. Given the great impact fecefe teams on organizational
functioning (see Chapter 6), efforts to build effecih@k teams seem quite worthwhile.

Some techniques used in team-building exercises for atainigh levels of
interpersonal trust are highly unorthodox. For exampte,part of many team-building
exercises, group members are put into highly challenginglifeadituations that are
metaphors for how they have to pull together to meetesigds on the job. The idea is that
by facing these difficult off-the-job challenges sustely, they will develop the skills
needed for working together effectively on the job.

SPECIAL ISSUES IN ORGANIZATIONAL DEVELOPMENT

No discussion of organizational development would be cdmpléthout addressing two
very important questions — do the techniques work, anchayeethical?
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The Effectiveness of Organizational Development: Does It RéaMWork?

Thus far, we have described some of the major techniquelshys©D practitioners to
improve organizational functioning. It is clear that geng out these techniques requires a
considerable amount of time, money, and effort. Acecmlgli it is appropriate to ask if this
investment is worthwhile. In other words, does OD readyk? Given the popularity of
OD in organizations, this question is very important.

Among the different types of OD interventions studiedyeyrfeedback, QWL,
MBO, and team building, the investigators categorizedebearch with respect to whether
they found the effects of the interventions to be heiadf harmful, or nonexistent. The
outcomes studied were both individual (e.g., job satigfin) and organizational (e.g.,
profit, productivity) in nature. A sizable percentage of shadies found the effects of the
various interventions to be beneficial—mostly in theea of improving organizational
functioning.

We hasten to add that any conclusions about the e#@ess of OD should be
gualified in several important ways. First, OD intervems tend to be more effective
among blue-collar employees than among white-collar eyggpl Second, the beneficial
effects of OD can be enhanced by using a combination $eéeermiques (e.g., four or
more together) instead of any single one. Finally, tHecta¥eness of OD techniques
depends on the degree of support they receive from top nmaeagerhe more programs
are supported from the top, the more successful theyttelne.

Despite the importance of attempting to evaluate tthectereness of OD in-
terventions, a great many of them go unevaluated. Althtlgie are undoubtedly many
reasons for this, one key factor is the difficultyagbessing change. Since many factors can
cause people to behave differently in organizations, amck ssuch behaviors may be
difficult to measure, many OD practitioners avoid thebpgm of measuring change
altogether. Additionally, political pressures to justyp programs may discourage some
OD professionals from honestly and accurately assedseigdffectiveness. After all, in
doing so, one runs the risk of scientifically demonstgabne's wasted time and money.

In conclusion, despite some limitations, organizatialevelopment is an approach
that shows considerable promise in its ability to bérefyanizations and the individuals
working within them.

Is Organizational Development Inherently Unethical? A Debate

By its very nature, OD applies powerful social scietehniques in an attempt to change
attitudes and behavior. From the perspective of a maa#tgenpting to accomplish various
goals, such tools are immediately recognized as verylustfwever, if you think about it
from the perspective of the individual being affectedessethical issues arise?

For example, it has been argued that OD techniques inthesealues of the

organization on the individual without taking the individuakgnoattitudes into account.
OD is a very one-sided approach, reflecting the imposiof the more powerful
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organization on the less powerful individual. A relatesthésis that the OD process does not
provide any free choice on the part of the employessa Fesult, it may be seen as coercive
and manipulative. When faced with a "do it, or elsafadion, employees tend to have little
free choice, and are forced to allow themselves to &eipulated, a potentially degrading
prospect.

Another issue is that the unequal power relationship destwhe organization and
its employees makes it possible for the true inter@bDftechniques to be misrepresented.
As an example, imagine that an MBO technique is preseatedhployees as a means of
allowing greater organizational participation, whereas dalityeit is used as a means of
holding individuals responsible for their poor performaand punishing them as a result.
Although such an event might not happen, the potentiahbose of this type does exist,
and the potential to misuse the technique—even if not oligimgended—might later
prove to be too great a temptation.

Despite these considerations, many professionals dagneé that OD is inherently
unethical. Such a claim, it has been countered, is tohsayhe practice of management is
itself unethical. After all, the very act of going t@fk for an organization requires one to
submit to the organization's values and the overall valis®ciety at large. One cannot
help but face life situations in which others' values iamposed. This is not to say that
organizations have the right to impose patently unakthvalues on people for the purpose
of making a profit. Indeed, because they have the patémtabuse their power (such as in
the MBO example above), organizations have a spealigiadion to refrain from doing so.

Although abuses of organizational power are all too comn@d itself is not
necessarily the culprit. Indeed, OD, like a gun, is mbiefently good or evil. Instead,
whether the tool is used for good or evil will depend onirtdesidual using it. With this in
mind, the ethical use of OD interventions will requifeat they be supervised by
professionals in an organization that places a high vatuethics. To the extent that top
management officials embrace ethical values and behaielét themselves, norms for
behaving ethically are likely to develop in organizationieWWan organization has a strong
ethical culture, it is unlikely that OD practitioners wabelven think of misusing their power
to harm individuals. The need to develop such a culiaesbeen recognized as a way for
organizations to take not only moral leadership in their manities, but financial
leadership as well.
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GLOSSARY

Action research.An approach to change in which the change agent caodisdsoextensively
with the client in gathering and feeding back data.

Active Listening. Listening for both the content of and the feelings behinmgssage.
Adhocracy. A structure that uses temporary liaison devices to engeuraitual adjustment
among organizational members.

Affective conflict. Conflict that arises when competing emotions accompaiompatible goals
and cause stress.

Affinity diagram technique. A technique for structuring brainstorming that allows grdops
organize ideas, show their relationships, and develagnastieps via diagrams.

Alternatives. A set of realistic and potentially acceptable solutiona problem or ways of
accomplishing objectives.

Anchoring and adjustment bias.A heuristic whereby individuals make assessments by
anchoring onto an initial value and then adjusting ibieefnaking a final decision.
Arbitration. A quasi-legal procedure for dispute resolution by an arbiteatiing as a judge.
Attainable-ideal norm. A norm that dictates increasing amounts of a particadavior until a
certain goal is reached and does not advocate exceedtrgntbunt.

Attitude. A relatively stable cluster of feelings, beliefs, ddhavioral predisposition (i.e.,
intentions) toward some specific target.

Attribution. Specification of the perceived cause of events.

Automation. The use of machinery (computers) to perform tasks previdoslg by people.
Autonomous work group. A self-regulating worker group in which employees womnk o
interdependent tasks in a single unit, control their tagk assignment, and perform many roles
traditionally assigned to management.

Availability bias. A heuristic according to which individuals tend to ogtireate the likelihood
that an event will occur if they can recall past inséss.

Bargaining range. The range in which both parties in a dispute would findgreement
acceptable.

BATNA. The best alternative if a negotiated settlement iseathed in a dispute.
Belongingness and love needA. worker's needs that are focused on the social aspieetsrk.
Benchmarking. The process of gathering information about how wety@pany is doing in
comparison to a "best- in-class" company in specificsarea

Best-member strategy A decision-making strategy in which the group relies uperperson
who has the most information and ability in this situatio

Bonus. A one-time, lump-sum payment that is tied to excepliperformance.

Boundary spanner.A person who is in a position to interact with indivals or groups in other
organizations, and, thereby, has significant power poteatiateral communication specialist at
the point where two groups interact.

Bounded rationality. Herbert Simon's decision-making model that reflectedithits of the
rational decision-making process by such real-world denations as a decision maker's
inability to obtain the necessary information.

Brainstorming. A technigue whereby persons or groups generate large numbeées®br
suggestions without evaluating their merits.

Broadbanding. A compensation system that places more jobs withisah@ wage level.
Bureaucracy. Max Weber's basic form of organization, characterizedrbgr, system,
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rationality, and consistency.

Burnout. The emotional exhaustion that results from being ovekedhy overwhelmed, or
overstressed over a period of time.

Bypassing.The process of missing meaning in communication.

Career. A life-long sequence of related jobs and experiences.

Chain of command.The supervisory relationships in an organization.

Change agent.The person responsible for overseeing a change.effort

Classical conditioning.A process whereby, after repeated pairing of neutral and diicmed
stimuli, the neutral stimulus alone leads to a conditibresponse.

Classical schoolHenri Fayol's theory of management that describetdbke duties and
principles of managers.

Clique network. A group of individuals or departments who communicateusketly with each
other.

Codetermination. An organizational structure that gives workers a diretievim the operation
of the companies where they work.

Cognitive conflict. An intellectual discomfort created by trying to achiexempatible goals.
Cognitive dissonanceA condition that arises, when a situation containgrealictions to a
person's information, beliefs, or attitudes.

Cohesive groupsGroups that have a strong interpersonal attractiomgrgmup members.
Commission.An incentive system that links pay to sales levels.

Communication overload. Too much information contained in a message.
Communication underload. Too little information contained in a message.

Comparison other. The worker that an employee chooses to compare hgtjgdiion to and
determine whether he feels motivated or unmotivated.

Compatibility test. A test in which a decision maker compares alternatwvesset

of standards and chooses the alternative that fitslodsthe standards.

Conflict. A disagreement, opposition, or struggle between twoarempeople or groups.
Connotation. An emotional message that affects the meanings of words

Contingency theory.A theory that calls for an accommodation betwe@anoizational
processes and the characteristics of the partictileatsin.

Contingent worker. A worker hired by a company to complete specific projectasks.
Coordination. The extent and means by which an organization integratesids together its
various parts and helps them work together to accompbglakor activity.

Core values.Those values that are least susceptible to changeankasituation.

Creativity . The generation of novel and useful ideas.

Cultural ethnocentrism. The belief in the preeminence of one's own culture.

Cultural integrator. A person who understands cultural differences and laglpsganization
adapt to them.

Culture. The set of assumptions, beliefs, and values that aa@@omnal members share and use
to guide their behavior.

Deep strategy A strategy that affects the private and central aspEc worker's life.

Deep structures.Basic activity patterns of an organization or subsgdteat make incremental
adjustments to adapt to external changes.

Delegating.A leadership style in which the leader monitors and @bseemployees’
performance after giving them responsibility for decisiand implementation.

Delphi technique.A structured decision-making technique that uses repeatedisttation of
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rating scales to obtain opinions about a decision.

Denotation. The literal meaning of words.

Diagnosis.The application of theories and concepts to explame¢hsons for or causes of
behavior or attitudes in a real situation.

Diversity. Differences in age, gender, race, ethnicity, religg@xual orientation, socioeconomic
background and capabilities/disabilities.

Diversity training. A series of programs and activities that highlight défeees among workers
and offer strategies for handling them.

Double-loop organization.A generative organization that uses experience to lieseaits
objectives and values and modify its culture.

Downshifter. A worker who gets off the career ladder for personaltber reasons.
Downsizing The process by which organizations lay off managers amnkiens to reduce costs.
Dynamic network. A structure that combines a variety of subcontractdsa working
organization; also known as a modular organization.

Early career stage.The career stage at which a worker is concerned withrecement and
establishing a career path.

Empowerment. The process of giving employees throughout an organizdteatuthority to
make important decisions and to be responsible for theasomes.

Entry stage. The career stage at which a worker tries to beconae@pted member of the
organization as rapidly as possible.

Environment. The factors outside an organization that influenctuitstioning.

Equity sensitivity. A concept that suggests that people have different pnefesdor and
perceptions of equity.

Equity theory. A theory based on the hypothesis that workers make judgrabaut job equity
based on comparison to another worker in a similatipasi

Esteem needsAn individual's needs for mastery, competence, and status

Exemplars. Person schemas that represent concrete examgies tizin general characteristics.
Expectancy.An individual's perception that his or her effort wilkudt in performance.
Extinction. The process of eliminating undesired behavior by withholdositive
reinforcement.

Extrinsic rewards. Rewards not linked to the job's content such as payitiepor other perks.
Extrovert. An outgoing person who likes variety, enjoys functioning social environment,
often acts without thinking, and may dominate situatianzeople.

Feedback.The process of using information about outputs to modpwts to gain more
desirable outcomes.

Feeling type.A person who likes harmony and responds to the valuefealidgs of others as
well as their thoughts.

Fixed reinforcer. A reinforcer that occurs at a predetermined and expected ti

Flat organization. A company that has relatively few levels in the hmehng.

Flexible benefit plan. A plan in which workers receive a fixed amount of mooepoints to
allocate to various benefit areas as they choose.

Flextime. A discretionary working arrangement that allows weskée choice of starting and
ending times to their day so long as they work cerfa@ti§ic hours within a day and meet the
requirements of a normal work week.

Flexyear. A discretionary working arrangement that allows weoske agree to the number of
hours that they will work in a year but allows thenatiocate those hours as desired.
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Force-field analysis.An analytical technique that views a problem as the praxfotrces
working in opposite directions.

Formal communication. Transmissions that use formally established or regudahgduled
channels.

Formal goal. A goal that has been specifically stated either omaliy writing.

Frustration. A sense of insecurity and dissatisfaction arising ftbeninability to satisfy a need
or desire.

Full membership stage.The career stage at which a worker is concerned wihtafe
performance, responsibility, management of subordinatekskill development.

Functional role. A role that is determined by a group's needs for leagesstu expertise, the
members' abilities and attitudes, and the activitieseogtbup.

Functional structure. A grouping of employees according to major categoriesook.
Gainsharing program. An incentive system that allows workers to shangraductivity
increases by earning bonuses based on group performance.

Garbage can model A decision-making model that uses the image of a garbage aescribe
the serendipitous pairing of seemingly unrelated probkmdssolutions.

Gatekeeper.A special boundary spanner who screens information amrgsta a group or
individual.

Glass ceiling.The invisible barrier preventing women and ethnic miregifrom movement into
top management; a form of discrimination

Global learning. The process of acquiring and learning the skills, knowlealge organizational
behaviors and procedures that have helped companies albmaddomajor global competitors.
Goal. A desired object or future state.

Goal displacement.The process by which individuals or groups divert thesrgies from the
organization's original goals.

Grapevine. The pattern of communication created outside of @dborganization and official
channels.

Grievance procedure.A formal process by which a worker can complain to managem
Group. A collection of two or more interacting individuals wsleare common goals and
have a stable pattern of relationships between them.

Group attractiveness.The extent to which groups appeal to people and make tlagttav
belong.

Group decision support systems (GDSSTomputer software (such as electronic mail) that
helps groups make decisions; see &soupware.

Group process.Activities dealing with the interpersonal interactionthim a group.
Groupthink. The mentality that exists when group members avoitarigvaluation so that
they can maintain a sense of group unity and consensus.

Groupware. Computer software that helps groups make decisions, for@eaelectronic mail
and electronic meeting capabilities; see &soup decision support systems (GDSS)
Habitual routines. Group routines that affect group performance eithetigeli or negatively.
Halo effect. The tendency to let one key feature or trait domirfagestzaluation of a person or
thing.

Harassment.The behavior of an individual or group of individuals thattheoperson finds
offensive, aggravating, or otherwise unwelcome.

Hawthorne effect. The first dramatic indication that workers' attitudeg #eelings could
significantly affect productivity.
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Heuristics. Simplifying strategies used by decision makers; ofteruecsf error.

Hidden agenda.Goals that individuals conceal from the working group.

Horizontal differentiation. The grouping of jobs at the same organizational levelrdagy to
their function.

Hostile environment. An organization's environment characterized by confliceathor
unexpected or overwhelming competition.

Hourly wages.Wages that are determined by the number of hours workkdra measured in
dollars per hour.

Human relations school.A theory that concentrates on how workers' persoesliemotions,
and attitudes affect their work.

Hygiene factors.According to Herzberg's theory, the features of a pdrgext that affects
workers' dissatisfaction.

Hypothesis.A proposed explanation of the relationship betweenépendent and independent
variables.

Images.The values, morals, beliefs, goals, and plans in afstandards in a compatibility test.
Impression construction. Selection of the image to be conveyed and the waylibei
conveyed.

Impression managementThe attempt to influence the perceptions of others byaiing the
impression one makes upon them.

Improved nominal group technique.Differs from the nominal group technique; characterized
by anonymous personal contributions, limited discussieandingle aspect of the problem, and
delayed evaluation until all items have been brougftdod.

Incentive program. A program that pays workers only for what they produce.

Individual role. A role within a group that tends to be dysfunctionat asits individual needs
above group needs.

Industrial engineer. An engineer who studies the exact series of motioagab in order to
evaluate and improve work processes.

Informal communication. Spontaneous communication that occurs without regartthdor
formal channels of communication.

Informal goal. A goal that has been implied but never explicitlyesda

Information architect. A person who "cuts through the clutter" and helps delmgortant
information concisely.

Information technology (IT). The many different kinds of computer and communications
hardware and software and the related skills held bgdess, programmers, managers, and
technicians.

Innovation champion. A manager or employee who takes personal respongibilit

for introducing an innovation and marshaling the resourcesaduce it.

Innovation manager. A manager who creates the conditions in which cregtoan occur and
oversees the more practical aspects of product or sylteatiopment.

Instrumentality. A person's perception that performance will have cegasitive or negative
outcomes.

Integrated structure. A hybrid structure that can incorporate both functiondl market-
oriented structures.

Internet. An international network of computer networks that affilerv-cost global
communications and access to the World Wide Web.

Interval schedule. A schedule that applies reinforcers after a regularuaitnof time.
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Intragroup conflict. Disagreement among members of a group.

Intrinsic reward. A reward linked to the job itself such as challengegyaasibility, autonomy,
etc.

Introvert. A shy and withdrawn person who prefers quiet, dislikesrunpéions, and works
contentedly alone.

Intuitive decision-making. Decision-making in which a manager relies on instiatiter than
rational reason.

Intuitive type. A person who dislikes repetitive actions and enjoysiagrnew skills.

Job characteristics model A job enrichment model that specifies the five coraabteristics of
the job that significantly influence workers' behaviard attitudes.

Job enlargement.The concept of expanding the scope of a particular jabdrgasing the
number of different but related processes that a wokes.d

Job enrichment. The concept of changing a job horizontally, by adding taskisvertically, by
adding responsibility.

Job extension.A job enlargement program in which a worker does motbetame type of
activities.

Job rotation. A form of job enlargement in which the worker performe br more tasks but
alternates them in a predefined way over a period of time

Job-based payPay that rewards workers for performing certain jobs.

Johari Window. A model that provides an analytical tool to identify mfation that is
available for use in communication; helps diagnose ple@ioess of communication.
Judgment type.A person who likes to finish tasks and works best wilaa.

Kaizen. The Japanese concept that every employee will sedkaraontinuous improvement
in performance.

Keiretsu. A Japanese family of companies joined under various finhagreements with
interlocking directorates.

Leader-centered teamA team with a strong internal leader as well as aagar.

Leadership Effectiveness and Description (LEAD)AnN instrument used to measure leadership
style.

Learning. The acquisition of skills, knowledge, ability, or attles.

Learning organization. An organization that has the ability to fundamentatigt eegularly
revitalize itself.

Life cycle. A series of developmental stages that an organizatian individual moves through
from "birth" to "death.”

Life-cycle theory. Also known as the situational theory, states thacate leadership results
from the fit between a leader's style and the reasliokkis or her followers.

LPC (Least-Preferred Coworker) Contingency Theory.A theory that calls for matching
managers' preferred styles along the dimensions of teskation and relations orientation to
leader-member relations, task structure, and leaderqopibwer.

Machiavellian personality. An individual who demonstrates manipulative and un-

ethical behavior and attitudes; term derived from Machiesd@lhe Prince.

Maintenance role. A role that helps build and maintain group performance.

Matrix. An integrated structure that combines the best aspetite fifnctional and product
structures.

Mechanistic structure. A pattern of organizational structure characterized byrakzed
decision-making, a unitary chain of command, specializedtamdiardized work activities, and
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direct supervision.

Mediation. A third-party intervention in which a neutral party helpsésolve disputes.

Mentor. An organization member who helps a younger employee thooagh the
organizational ranks and supports the growth of the youegson's career.

Mentoring. A process through which an experienced member of an oagmmz{the mentor)
provides advice and guidance to a less experienced memb@rgtegé) and helps the less
experienced person learn the ropes and do the right ttarags/ance in the organization.
Midcareer. The career stage at which a worker may face a midéfesition that may lead to
new choices.

Min-max strategy. A process by which parties in a dispute determine tlceg@able
alternatives by asking a certain set of questions relatedximum and minimum requirements
and goals.

Mission statement.A brief expression of the basic philosophy and goalsafrganization.
Modular organization. An organization that combines a variety of subconbraahto a

working organization; also known as a dynamic network.

Motivator. According to Herzberg's theory, a feature of a job'sezudrihat satisfies higher-order
needs.

Munificent environment. An organization's environment that lacks conflict, threat,
unexpected or overwhelming competition.

Mutual adjustment. Informal but direct communication between individuals.

National culture. The set of values or beliefs that a society consitheportant and the norms of
behavior that are approved or sanctioned in that society.

Need for achievementThe desire to accomplish and demonstrate mastery.

Need for affiliation. The need for social interaction, love, and affection

Need for power.The need for control over work or other people.

Negative reinforcement.The process of punishing undesired, negative behaviors.
Negotiation. The process by which two or more interdependent partielsangaining reconcile
their differences.

Network analysis. Analysis of the patterns of interactions; allowsnangers to analyze the
effectiveness of the patterns.

Noise.Interference, psychological or actual, in the commatioa process.

Nominal group technique (NGT).A decision-making technique that uses a structured group
meeting in which persons brainstorm and then rank ordenes©f ideas as a way of resolving
group conflict.

Norm. An unwritten and informal expectation that guides bedravi

Normative decision theory.Suggests that managers select a leadership style accartieg t
amount of participation in decision making that is appedprior a particular situation.

Operant conditioning. A process in which undesired behaviors are eliminatedigir the
process of negative reinforcement.

Organic structure. A pattern of organizational structure that de-emphagizedescriptions and
specialization, decentralizes decision-making, anddsssHorizontal and vertical differentiation
than personal and spatial differentiation.

Organization chart. Presents in graphic form all chains of command in gararation;
illustrates how workers in an organization are groupeddsefmartments, to whom they report,
and how their activities are coordinated.

Organization development (OD).A behavioral approach that improves communication, group
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and intergroup behavior, leadership skills, and power relgtiy changing employees'
knowledge, skills, interactions, and attitudes, as veetha organizational culture.
Organizational behavior (OB). The study of human behavior in organizational settitigs,
interface between human behavior and the organizatidmfahe organization itself.
Organizational justice. The fairness with which individuals are treated inwloekplace.
Organizational simulation. A computerized or non-computerized model of an organiz#tain
gives researchers the ability to study and control éexripehavior.

Orientation to people. The degree to which a leader addresses the individuds wédais or her
workers.

Orientation to task. The degree to which a leader structures his or hearaléhe employees'
roles to accomplish the group's task.

Outcome. For a worker, the result of labor such as pay or primmot

Outsourcing. The process of employing people and groups outside the natjanj or other
organizations, to perform specific jobs or types of wakvities that used to be performed by
the organization itself.

Overjustification effect. The concept that the overpaid worker will work hardgustify his or
her pay; a result of cognitive dissonance.

Participating style. A leadership style in which the leader shifts signifiaa@sponsibility to the
employees.

Participative design.A method that focuses on ways of democratizing decisiaking.

Pay compressionA situation in which newly hired workers earn more tbamment workers
doing the same job.

Perception. The active process of sensing reality and organizingatrnireaningful views or
understanding.

Perception type.A person who adapts well to changing situations; may teprocrastinate.
Peripheral norm. A norm that guides behavior that is important but natress to the
organization,

Peripheral value. A value that is more susceptible to change in a woukatson.

Personal differentiation. Division of labor according to the worker's expertisé¢raining.
Personal network. A group of individuals who communicate with specific indivals.
Personality. A set of distinctive personal characteristics, inagtgdinotives, emotions, values,
interests, attitudes, and competencies.

Personality inventory. A test that presents questions to describe the testggersonality.
Physiological needsAn individuals most basic needs for food, water, sihednd sex.
Piecework systemAn incentive system that ties compensation to indivigealormance by
paying workers for each item produced.

Pivotal norm. A norm that guides the behavior that is essentidigé@mtganization.

Planned changeThe systematic process of introducing new behaviaus;tstes, and
technologies for addressing problems and challenges oatjang face.

“Plateau” performer. A worker who cannot advance because of limited opporesraind
whose job responsibilities never change.

Pooled interdependenceA relationship of groups that rely on each other onlyabse they
belong to the same parent organization.

Position power.The extent to which a leader has the official powenflaence others.
Positive reinforcement.The process of rewarding desired behavior when it occurs

Power distance.The extent to which a society accepts the unequalmison of power.
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Preferred-value norm. A norm that dictates the proper amount of behavior faosnworker.
Prepotent need A primary or salient need.

Procedural justice theory. A theory that is concerned with the perceived fagredghe
procedures used to make decisions about inputs, perfornaamtthe distribution of outcomes.
Procedures.The rules and regulations that generate worker behavior.

Process observerAn individual who gathers information about a team'sroomcation,
decision-making, and leadership for analysis.

Projective test. An unstructured test that requires the test-taker to idesur tell a story about a
relatively ambiguous stimulus; example: Rorschach Inkbést.

Prototype. A person schema.

Punctuated equilibrium model. A non-continuous model of group development in which the
group's behavior changes over the life of the job gepto

Punctuated equilibrium paradigm. A paradigm that suggests that organizational change occurs
as an alternation of long periods of stability and speriods of revolutionary change.
Punishment. A negative consequence that results from an undesstealior.

Ratio schedule A schedule that applies reinforcers after a certambas of behaviors occur.
Rational process.A step-by-step, systematic decision-making process.

Reciprocal interdependenceA relationship of two groups whose operations precede arabact
prerequisites to each other's.

Re-engineering. Identification of the core processes of an orgamnatibusiness systems and
reorganization of these systems so as to eliminate uss@myegorocesses and steps.
Reinforcement theory.A motivational theory that assumes that encouragenofetdsired
behaviors will cause them to be repeated.

Reinforcer. A reward for exhibiting desired behavior.

Relations-oriented style.A permissive, passive, and considerate style of leadership.
Relationship behaviors.The communication behaviors of a leader — listening, supgort
facilitating, etc.

Relationship constellation.A group of individuals from various departments in an pigion
who provide mutual support, friendship, and sponsorship.

Representativeness biasA heuristic whereby individuals judge an event in terms

of their perception of its absolute frequency, ignorisgaetative frequency.

Richness.The amount of information that media convey and theumt of understanding that
results.

Role. A prescribed set of activities or potential behavior.

Role ambiguity. Lack of clarity about the expectations of a role.

Role conflict. Differing and often incompatible expectations that presaudde holder to
perform in two different ways.

Role overload.A situation in which a role player finds his or hereroéquires too much time,
effort, or knowledge.

Role set.Comparable or related roles that interact with ealsérot

Role-playing exerciseA testing or training activity that has the test-takéraaole in a pre-
specified situation.

Safety and security needsAn individual's desire for security or protection.

Salary. A fixed yearly wage.

Sanction.A coercive measure adopted to encourage agreement amaipgngeonbers and
compliance with norms.
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Satisfice.To accept satisfactory choices rather than insistpdimal choices.

Schema.A cognitive framework that includes descriptions of tharacteristic features of
people, situations, or objects obtained through experieacebe a stereotype.

Scientific managementFrederick W. Taylor's theory of management as a seiefith
managers and employees having clearly specified yet diffezsponsibilities.

Script. A schema about a sequence of events.

Self-actualization needsAn individual's needs to grow and develop to the fullest p@ssibl
degree.

Self-efficacy.A person's perception that he or she can succesptriigrm a task.
Self-managed teamA team in which all the team members share the mamage
responsibility.

Selling. A leadership style in which the leader explains andfigardecisions and persuades his
or her employees to follow directions.

Sensing typeA person who likes action and focuses on accomplishment

Sequential interdependenceA relationship that occurs when one group's operationggeec
and act as prerequisites for a second group's operations.

Sexual harassmentA situation in which unwelcome sexual advances, requiessexual
favors, or other verbal or physical conduct of a sexualredecomes a condition of a person's
employment, is used as the basis for an employmergidegcor interferes with a person's work
performance by creating a hostile, intimidating, oenfive atmosphere.

Simulation. A test that asks the test-taker to behave in a prefsgaesituation.

Single-loop organization.An adaptive organization that uses routine learning toraptish its
ends without significant changes in its basic assumgtio

Skill-based pay.Pay that rewards workers for building more competaraie increasing their
skills.

Social comparison theory A theory based on the hypothesis that workers make justlgme
about job equity based on comparison to another workesimi&r position.

Social network analysis Evaluation of the pattern of interactions among orgéaiouzal
members.

Span of control. The number of people a manager is responsible for.

Spatial differentiation. Grouping of jobs or workers according to their geograpocation.
Specialization.The degree to which a job focuses on a specific and trsit¢ of activities.
Standardization of outputs. Employer specification of the exact nature of thekeos' output.
Standardization of work processesEmployer specification of the actual steps that eyg#s
should follow in performing their jobs.

Strategy. A statement of an organization's basic mission, pur@ogkgoals, as well as the
means for accomplishing them.

Stress.A psychological and physiological state that resultenvcertain features of the
environment cause discomfort, anxiety, or a feeling ofdoeverwhelmed.

Stress interview.A testing instrument that places the test-taker in sspeeified situation to test
action under stress.

Stressor.Environmental features that cause stress.

Structure. The delineation of jobs and reporting relationships ior@ganization.

Surface strategy.A strategy that deals with the external issues of werke

System.The representation of an organization as a set@fdependent subsystems in which
inputs are transformed into outputs.
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Systems theory A theory that represents an organization as an ofstars with such
characteristics as openness, interrelatedness, thg &iiransform inputs into outputs, the need
to maintain equilibrium, multiplicity of goals, and eqodlity.

Tactics. Short-term, focused maneuvers of negotiators in a dispute

Take-off stage.The maturation stage of an organization that sigrelmdavement from the
entrepreneurial to the professional stage.

Tall organization. A company with many levels in the hierarchy for its size

Task activity. Activities directed at performing the task.

Task behavior. Actions in which a leader specifies an individual's or ggodpties, activities,
and responsibilities by goal setting, organizing, schedulinggtthg, and controlling.

Task relations. The activities or processes that interdependent groupsimesthd the way these
activities interrelate.

Task role. A role that focuses on task or goal accomplishment.

Task structure. The degree to which a task is clearly defined.

Task-oriented style.A controlling, active, and structuring style of leadgpshi

Team. Work group that emphasizes collaboration in accompigsthe goal.

Team interdependenceA relationship of multiple groups; a type of interdependehaehas
the most potential for conflict and the highest requéeenior effective communication.
Technology.The process that converts raw materials into a finipheduct or service.
Telecommuting. Workers' use of information technology to perform thegas at a site away
from the organization's physical location.

Telling style. A leadership style, in which the leader guides, dirasgblishes

guidelines, gives specific instructions, and closely superpisdsrmance.

Thematic Apperception Test (TAT). An unstructured personality test that measures tke th
needs of McClelland's theory of needs.

Theory X. A theory of leadership that assumes that people hawviarent dislike of work and
responsibility.

Theory Y. A theory of leadership that assumes that people find a®natural as rest or play,
will work toward their goals without supervision, and caarh to seek responsibility.
Thinking type. A person who excels at logic and responds to ideas readdly than to feelings.
Total Quality Management (TQM). A comprehensive approach to producing high-quality
goods and services that meet customers' needs.

Total systems network.The communications patterns throughout an entire orgfamiz
Traditionally managed team. A team with an official leader.

Trait. A personality, social, or physical characteristic.

Transformational change.A change effort by companies that have attempted to rdinven
themselves.

Unattainable-ideal norm. A norm that remains always out of reach.

Valence.The value that a person attaches to various outcomes.

Value. A basic principle or tenet that guides a person's sekgfitudes, and behaviors.
Variable. The representation of a behavior, attitude, or ewadéer study.

Variable reinforcer. A reinforcer that occurs at unpredictable and variedgim

Vertical differentiation. Refers to the number of hierarchical levels in a company.

Virtual Corporation. A network of independent suppliers, customers, and comgetisually
tied together by computer technology.

Virtual employee. A worker who is connected to his or her office througmputer networks.
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Wellness program.A health promotion initiative in an organization.

Whistleblower. A worker who voices his or her views of fraudulent gl company activities
by reporting them to government agencies.

Work group. Two or more people in a work setting with a common goal.

Work simplification. The process of reducing a job to its component partseasdembling
these parts into the most efficient work process.

World Wide Web (www). A collection of web sites that provides huge quantdfe@aformation
about diverse topics,

Zero-defect product. A product that has no exceptions or defects.
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