


●	 Learning Catalytics—A “bring your own device” student engagement, assessment, and classroom 
intelligence system helps instructors analyze students’ critical-thinking skills during lectures.

●	 Dynamic Study Modules (DSMs)—Through adaptive learning, students get personalized guidance where 
and when they need it most, creating greater engagement, improving knowledge retention, and supporting 
subject-matter mastery. Also available on mobile devices.

●	 MediaShare for Business—A curated collection of  
business videos tagged to learner outcomes helps students 
understand why they are learning key concepts and how 
they will apply those in their careers. Instructors can assign 
customizable, auto-scored assignments and upload their 
favourite YouTube clips or original content.

●	 Personal Inventory Assessment—A collection of  online 
exercises promotes self-reflection and engagement in students, 
enhancing their ability to connect with concepts taught in prin-
ciples of  management, organizational behaviour, and human 
resources management classes.

●	 Decision-making Simulations—Simulations put your 
students in the role of  a key decision maker. The simulations change and branch according to the decisions 
students make, providing a variation of  scenario paths. Upon completion of  each, students receive a grade 
and a detailed report of  the choices they made and the consequences.

●	 Writing Space—Better writers make great learners, who perform better in their courses. The Writing 
Space—providing a single location to develop and assess concept mastery and critical thinking—offers 
assisted-graded and create-your-own writing assignments, allowing you to exchange personalized feedback 
with students quickly and easily.

●	 Additional Features—Included with the MyLab are a powerful homework and test manager, robust 
gradebook tracking, and comprehensive online course content. 
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reporting as employed in 2012.7 This shift toward a diverse workforce means Canadian 
organizations need to make diversity management a central component of their policies 
and practices.

Data collected by Ontario’s Human Resources Professional Association (HRPA) shows 
major employer concerns and opportunities resulting from the demographic makeup of the 
Canadian workforce.8 The aging of the workforce is consistently one of the most significant 
concerns of HR managers, along with the loss of skills resulting from the retirement of 
many baby boomers, increased medical costs, and the need to enhance cross-cultural under-
standing. Other issues include increased global competition for talent and the complexity 
of meeting legal HR requirements.

Levels of Diversity
Although much has been said about diversity in age, race, gender, ethnicity, religion, and 
disability status, experts now recognize that these demographic characteristics are just the 
tip of the iceberg.9 Demographics mostly reflect surface-level diversity, not thoughts and 
feelings, and can lead employees to perceive one another through stereotypes and assump-
tions. However, evidence has shown that as people get to know one another, they become 
less concerned about demographic differences if they see themselves in terms of more impor-
tant characteristics, such as personality and values, that represent deep-level diversity.10 
This type of diversity is much more subtle, and can be difficult to recognize at first because it 
relates to invisible patterns of thought and unstated (often non-conscious) cultural assump-
tions. For example, people from some parts of the world may consider it improper to ques-
tion their manager if they think he or she is making a mistake, while others may believe it 
expected and required of them. Since these types of differences tend to go unrecognized, 
deep-level diversity can be responsible for persistent conflicts and misunderstandings. But 
it can also lead to profoundly different modes of thought that can heighten creativity and 
innovation in team settings.

To better understand the difference between surface- and deep-level diversity, consider 
a couple of examples. Luis and Carol are managers who seem to have little in common at 
first glance. Luis is a young Mexican who emigrated to Canada three years ago. He is a 
university graduate with a business degree. Carol is an older, long-tenured employee raised 
in rural Manitoba, who started as a customer service trainee after high school and worked 
her way up the hierarchy. At first, these coworkers may notice their surface-level differ-
ences in education, ethnicity, regional background, and gender. However, as they get to 
know one another, they may find they are both deeply committed to their families, have a 
common way of thinking about important work problems, like to work collaboratively, and 
are interested in international assignments in the future. Such similarities will overshadow 
the more superficial differences, and research suggests that after an initial period of famil-
iarization the two people will work well together.

As a second example, Steve and Dave are two unmarried, White, male college gradu-
ates from Ontario who recently started working together. Superficially, they seem well 
matched. But Steve is highly introverted, prefers to avoid risks, solicits the opinions of 
others before making decisions, and likes the office quiet. Dave is extroverted, risk-seeking, 
and assertive, and likes an active, energetic work environment. Their surface-level similar-
ity will not necessarily lead to positive interactions, because they have fundamental, deep-
level differences. It will be a challenge for them to collaborate regularly at work, and they’ll 
have to make some compromises to get things done together.

Throughout this text, we will encounter differences between deep- and surface-level 
diversity in various contexts. Individual differences in personality and culture shape prefer-
ences for rewards, communication styles, reactions to leaders, negotiation styles, and many 
other aspects of behaviour in organizations.

When people first meet, they are 
usually perceptive of surface-level 
diversity characteristics, but when 
they get to know one another 
more, they become aware of deep-
level diversity characteristics.
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OB recognizes the factors contrib-
uting to discrimination that affect 
the organization.

How Do Employees Differ? Biographical 
Characteristics
Biographical characteristics such as age, gender, ethnicity, disability, and immigration sta-
tus are some of the most obvious ways employees differ. Having various points of view 
represented in the workforce is considered a strength for many reasons, including a better 
understanding of diverse customers’ needs, more creativity and innovation, and broader 
social justice through inclusion.

However, despite the strengths diversity brings, variations in surface-level charac-
teristics may still be the basis for discrimination against classes of employees, so it is 
worth knowing how closely related these surface-level characteristics actually are to 
important work outcomes. Many are not as important as people believe, and far more 
variation in work outcomes occurs within groups sharing biographical characteristics 
than between them.

Age
The relationship between age and job performance is likely to be an issue of increasing 
importance during the next decade for many reasons. For one, the workforce is aging world-
wide; by projections, 93 percent of the growth in the labour force from 2006 to 2016 will be 
from workers over age 54.11 The graph shown here as Exhibit 2-2 demonstrates the reasons 
for this: it shows the ratio of working-age persons (aged 15 to 64) for each person aged 65 
and over. This ratio is an indicator of the changes occurring to the age structure of the 
Canadian population, and it shows us that our population is aging.

The impact of this population profile is not entirely certain, as Canadian human 
rights legislation has, for all intents and purposes, outlawed mandatory retirement 
because it amounts to age discrimination. Most workers today no longer have to retire at 
age 65, although there are some exceptions for jobs in which extreme physical demands 
are a bona fide occupational requirement. (Firefighters are one example.) A 2015 poll of 
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3,000 Canadians between the ages of 30 and 65 indicated that 60 percent planned to 
work past age 65, an increase from 48 percent when the same poll was conducted in 
2008.12

Employers express mixed feelings about the older worker.13 They see a number of 
positive qualities that many (but not all) older workers bring to their jobs, such as experi-
ence, judgment, a strong work ethic, and commitment to quality. But older workers are also 
stereotyped as lacking flexibility and resisting new technology. When organizations are 
actively seeking individuals who are adaptable and open to change, the perceived negatives 
associated with age hinder the initial hiring of older workers.

Now let’s take a look at the evidence. What effect does age actually have on turnover, 
absenteeism, productivity, and satisfaction? The relationships may surprise you. Based on 
studies of the age–turnover relationship, the older you get, the less likely you are to quit 
your job.14 This shouldn’t be too surprising. As workers get older, they may have fewer 
alternative job opportunities because their skills may have become more specialized to 
certain types of work. There is also an incentive for older workers to stay in their current 
jobs: Longer tenure tends to provide higher wage rates, longer paid vacations, and more 
attractive pension benefits.

It may seem likely that age is positively correlated to absenteeism, but this isn’t true. 
Most studies show that older employees have lower rates of avoidable absence versus 
younger employees and equal rates of unavoidable absence, such as sickness absence.15 In 
general, the older working population is healthier than you might expect. Recent research 
indicates that, worldwide, older workers do not have more psychological problems or day-
to-day physical health problems than younger workers.16

Many people believe productivity declines with age. It is often assumed that skills like 
speed, agility, strength, and coordination decay over time and that prolonged job boredom 
and lack of intellectual stimulation contribute to reduced productivity. The evidence, how-
ever, contradicts those assumptions. Reviews of the research find that age and job task 
performance are unrelated and that older workers are more likely to engage in organization-
helping behaviour.17

Our final concern is the relationship between age and job satisfaction, where the 
evidence is mixed. A review of more than 800 studies found that older workers tend to 
be more satisfied with their work, report better relationships with coworkers, and are 
more committed to their employing organizations.18 Other studies, however, have 
found a U-shaped relationship, meaning that job satisfaction increases up to middle age, 
at which point it begins to drop off (see Exhibit 2-3). It may well be that the relation-
ship is complex and depends on job type. When we separate the results by job type, we 
find that satisfaction tends to continually increase among professionals as they age, 
whereas it falls among nonprofessionals during middle age and then rises again in the 
later years. Thus an employee’s enjoyment of a service-industry position or one involv-
ing manual labour may be affected by age differently than her satisfaction with a profes-
sional position.

If age has some positive and few negative effects on work effectiveness, what are the 
effects of discrimination against individuals on the basis of age? The indications are 
that  age discrimination negatively affects organizational culture and overall company 
performance. One study of more than 8,000 employees in 128 companies found that 
an organizational climate favouring age discrimination was associated with lower levels 
of  overall employee commitment to the company. This, in turn, was related to lower 
levels of organizational performance.19 Such results suggest that combating age discrimi-
nation may help achieve higher levels of organizational performance.

In sum, we can see that the surface-level characteristic of an employee’s age is an 
unfounded basis for discrimination, and that a workforce of age-diverse employees is a 
benefit to an organization.
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EXHIBIT 2-3  Job Satisfaction Curve

Source: Data from Andrew Clark, Andrew Oswald, and Peter Warr, “Is Job Satisfaction U-Shaped in Age?” 
Journal of Occupational and Organizational Psychology Journal of Occupational and Organizational Psychology 
69, no. 1 (March 1996), pp. 57–81.

Gender
Few issues initiate more debates, misconceptions, and unsupported opinions than whether 
women perform as well on jobs as men do.

The best place to begin to consider this is with the recognition that few, if any, impor-
tant differences between men and women affect job performance. In fact, a 2012 meta-
analysis of job performance studies found that women scored slightly higher than men on 
performance measures (although, pertinent to our discussion on discrimination, men were 
rated as having higher promotion potential).20 There are no consistent male–female differ-
ences in problem-solving ability, analytical skills, competitive drive, motivation, sociabil-
ity, or learning ability.21

Unfortunately, stereotypic sex roles still have a detrimental effect on both men and 
women. Statistics Canada data from 2011 showed that the gender wage gap was 26 percent 
for full-time workers. This meant that for every $1 earned by a male, a female earned 74 
cents.22 Similarly, while women hold 53.7 percent of the bachelor’s degrees in the working 
age Canadian population,23 one recent study found that science professors still view their 
female undergraduate students as less competent than males with the same accomplish-
ments and skills.24 Research also indicates that female students are unfortunately prone to 
accept occupational stereotypes and often perceive a lack of fit between themselves and 
traditionally male roles.25 Males are not immune, either; men working in traditionally 
feminine occupations such as nursing and daycare have reported experiencing skill dis-
counting, social shunning, and unfair treatment similar to that sometimes experienced by 
women in traditionally masculine roles.26

In the hiring realm, research indicates that managers are still influenced by gender bias 
when selecting candidates for certain positions.27 A recent study reported that once on the 
job, men and women may be offered a similar number of developmental experiences, but 
females are less likely to be assigned challenging positions by men, assignments that may 
help them achieve higher organizational positions.28 Women who succeed in traditionally 
male domains are perceived as less likeable, more hostile, and less desirable as supervisors,29 
although women at the top have been reporting that this perception can be countered  
by effective interpersonal skills.30 Research also suggests that women believe sex-based 
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discrimination is more prevalent than do male employees, and these beliefs are especially 
pronounced among women who work with a large proportion of men.31

Research has shown that workers who experience the worst form of overt discrimina-
tion, sexual harassment, have higher levels of psychological stress, and these feelings in turn 
are related to lower levels of organizational commitment and job satisfaction, and higher 
intentions to leave.32 As with age discrimination, the evidence suggests that combating sex 
discrimination may be associated with better performance for the organization as a whole, 
partly because employees discriminated against are more likely to leave. Research continues 
to underline that although the reasons for employee turnover are complex, sex discrimina-
tion is detrimental to organizational performance particularly for intellectual positions, for 
managerial employees, in the United States, and in medium-size firms.33

As with the surface-level characteristic of employee age, we can see that there are 
many misconceptions about male and female workers. Discrimination is still an issue, but 
there is strong support among many organizations for a diverse workforce.

Sexual Orientation and Gender Identity
In 2012 a researcher at Harvard University conducted an interesting field experiment. 
Fictitious but realistic résumés were sent applying for 1,700 actual entry-level job openings. 
The applications were identical, except that half mentioned the applicant’s involvement in 
gay organizations during college and half did not.

The experiment found that, while much has changed, the full acceptance and accom-
modation of gay, lesbian, bisexual, and transgender employees remains a work in progress. 
Those applications without the mention of involvement in gay organizations received 60 
percent more callbacks than the ones with it.34 This study was conducted in the United 
States, where legal protections based on sexual orientation are much weaker than in 
Canada, but it still suggests the existence of bias in the broader corporate culture.

Federal law prohibits discrimination against employees based on sexual orientation. 
This protection extends to all aspects of employment, including the provision of benefits 
to same-sex spouses and common-law partners. The unique workplace needs of transgen-
dered individuals have also received increased attention, especially as regards respectful 
pronoun usage and access to safe and harassment-free washroom facilities. In 2001, only 
eight companies in the Fortune 500 had policies on gender identity. By 2013, that number 
had increased to roughly half. Ken Disken, former senior vice-president of defence contrac-
tor Lockheed Martin (one of the top companies in the Fortune 500), justified the firm’s 
pro-tolerance policies as follows: “Lockheed Martin is committed to providing the most 
supportive and inclusive environment for all employees. Ensuring a positive, respectful 
workplace and robust set of benefits for everyone is critical to retaining employees and 
helping them develop to their fullest potential.”35 In concrete terms, simple accommoda-
tions like gender-neutral washrooms and change rooms can make the workplace more 
welcoming for transgendered persons, contributing to a culture of respect.

Race, Ethnicity, and Immigration Status
Race is a controversial issue in society and in organizations. We define race as the biological 
heritage people use to identify themselves. It is worth noting, however, that recent genetic 
analysis of global populations by Princeton researchers Cavalli-Sforza, Manozzi, and Piazza 
has created serious doubt about the very existence of distinct races. Their research shows 
that there is a continuum of genetic traits and you cannot identify someone’s race just from 
their genes, suggesting race is a social not a biological construct. This social reality is readily 
observable; for example, people of mixed race such as actress Halle Berry or musician Bobby 
Dreadfull are commonly referred to as African-American or African-Canadian rather than 
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The wearing of the hijab during 
citizenship swearing-in cere-
monies became a controversial 
topic of discussion after Prime 
Minister Stephen Harper 
questioned the practice in 
early 2015, resulting in a mix 
of support, backlash, and 
accusations of systematic  
racism.

being called mixed-race. Ethnicity is the additional set of cultural characteristics that often 
overlaps with race. These definitions allow every individual to define his or her race and 
ethnicity. In addition to race and ethnicity, immigration status also impacts people’s indi-
vidual workplace experiences in ways that will be investigated shortly.

Race and ethnicity have been studied as they relate to outcomes such as hiring deci-
sions, performance evaluations, pay, and experiences of workplace discrimination. Research 
has consistently shown that in employment settings, individuals tend to slightly favour 
colleagues of their own race in performance evaluations, promotion decisions, and pay 
raises, although such differences are not found consistently, especially when highly struc-
tured methods of decision making reduce the opportunity for discrimination.36 Most 
research also shows that members of racial and ethnic minorities report higher levels of 
discrimination and social exclusion in the workplace.37

While many racial and ethnic groups experience labour market challenges in Canada, 
Aboriginal people have experienced some of the most negative outcomes. In 2012 the 
general unemployment rate across Canada was 7.2 percent, while for Aboriginals it was 
14.8 percent.38 When employed, Aboriginal people also tend to earn less than other 
Canadians, even when education and geographical location are taken into account. For 
example, in 2006 the median income in Canada for non-Aboriginals was $27,097, while 
among First Nations workers it was $18,962. Non-Aboriginals working on urban reserves 
earned on average 34 percent more than their First Nations counterparts. On rural reserves 
that income discrepancy increased to 88 percent.39

The picture becomes even more complex when immigration status is considered. First 
of all, many Canadians have a poor understanding of immigration policy, and they frequently 
confuse refugees and immigrants. Refugees (also termed humanitarian-class immigrants) are 
brought into Canada on compassionate grounds to satisfy obligations under the UN 
Convention for Refugees, international legislation signed by the government in 1951. 
Refugees do receive significant financial support from the Canadian government during their 
first year in Canada, but their numbers are few. In 2013 only 12,200 refugees were permitted 
to come to Canada.40 More recently, 25,000 Syrians were allowed in; however, this was an 
exceptional event related to the Syrian war and the associated migrant crisis in Europe. Most 
refugees accepted into Canada are families with young children who had been living in  
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desperate conditions in squalid refugee camps, sometimes enduring there for more than a 
decade. Canada also gives preferential access to gay and lesbian refugees who face persecu-
tion and torture in their home countries/refugee camps due to their sexual orientation.

In the same year that the 12,200 refugees came, approximately 250,000 immigrants 
were admitted. These were required to be employable with skills needed in Canada or finan-
cially self-sufficient entrepreneurs (termed economic-class immigrants), or have family mem-
bers in Canada who signed documents guaranteeing their financial support for a minimum 
of 10 years as a condition of entry (termed family-class immigrants). Recently fewer and fewer 
family-class immigrants have been permitted in Canada, as can be seen in Exhibit 2-4. Both 
family-class and economic-class migrants do not in any way put a burden on Canadian 
taxpayers; rather, they bring money into the country. They are frequently confused with 
refugees, though, a confusion often politically leveraged to create the false impression that 
immigrants are a drain on society. These attitudes unfairly and negatively impact the day-
to-day workplace experiences and career outcomes of immigrants, who make up a substan-
tial portion of the Canadian labour pool and population. Exhibit 2-5 shows the percentage 
of our population that is foreign-born as compared to the percentage in other countries. 
This emphasizes the importance of immigrant success to the overall economy.

Recently arrived immigrants often experience skill discounting and discrimination 
when attempting to enter the Canadian labour market. The degree to which this is expe-
rienced is influenced by a concept known as intersectionality, which the United Nations 
defines as an “attempt to capture the consequences of the interaction between two or more 
forms of subordination ∙ ∙ ∙ and address the manner in which systems create inequalities that 
structure the relative position of persons.”41 Basically this means that when it comes to 
identity, the whole is not the sum of the parts. A simple mental exercise demonstrates this 
effect: Close your eyes and visualize a mother. Then visualize a teenager. Finally visualize a 
single person. The mental pictures (stereotypes) that you generated in your head are prob-
ably quite different from the mental picture generated if you were to visualize a teenage 
single mother. Similarly, the stereotypes and forms of bias experienced by individuals are 
influenced by several different aspects of their identity in combination. Their race and 
ethnicity, for example, combine with their immigration status and gender such that the 
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experiences of a newly arrived, Christian, Caucasian British male would be profoundly dif-
ferent from those of a newly arrived woman of colour from Ghana who wore a hijab.

This difference is evidenced in unemployment rates when the data are presented sepa-
rately on the basis of group membership. Labour market statistics from 2007 indicate that 
in Ontario the immigrant unemployment rate was 6.8 percent compared to 4.4 percent for 
Canadian-born workers. Very recent arrivals to Canada, meaning immigrants who had 
arrived within the last five years, had unemployment rates nearly double those of the gen-
eral population. Even within that group, however, differences were evident on the basis of 
ethnicity and home region. Recent arrivals who were African-born experienced unemploy-
ment rates as high as 20.8 percent, while recently arrived Asian-born immigrants had rates 
much closer to those of domestic-born workers.42 These discrepancies remained even when 
education and prior work experience were taken into account, meaning that the different 
outcomes were not due to systematic differences in skill and education levels, but related 
to the intersection of race, ethnicity, and immigration status.

As we discussed before, discrimination—for any reason—leads to increased turnover, 
which is detrimental to organizational performance. Better representation of all equity-
seeking groups in organizations remains an important goal. When organizations fall short 
of that goal, recent research indicates that an individual of minority status is much less 
likely to leave his or her organization if there is a feeling of inclusiveness—that is, a positive 
diversity climate.43 Some research suggests that having a positive climate for diversity 
overall can also lead to increased sales, suggesting that there are organizational performance 
gains associated with reducing racial and ethnic discrimination.44

We can thus conclude that discrimination based on any non-job-related traits is 
ungrounded and destructive to individuals and organizations. How do we move beyond 
discrimination? The answer is in understanding one another’s viewpoint. Evidence suggests 
that some people find interacting with other racial groups uncomfortable unless there are 
clear behavioural scripts to guide them;45 therefore, creating diverse work groups focused 
on mutual goals might be helpful, along with developing a positive diversity climate.  
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People need to be aware of the prevalence of non-conscious discrimination and maintain 
personal mindfulness to try and avoid stereotypical thinking.

Cultural Identity
We have seen that people define themselves in terms of race and ethnicity. Many people, 
both immigrants and domestic-born, also carry a strong cultural identity as well. This link 
with the culture of their ancestry or youth lasts a lifetime, no matter where the individual 
may live in the world. People choose their cultural identity, and they also choose how 
closely they observe the norms of that culture. Cultural norms influence the workplace, 
sometimes resulting in clashes. Organizations must adapt.

Thanks to global integration and changing labour markets, today’s global companies 
would do well to understand and respect the cultural identities of their employees, both as 
groups and as individuals. A U.S. company looking to do business in, say, Latin America, 
needs to understand that employees there expect long summer holidays. Differences can be 
more subtle. For example, some cultures have a formalized attitude to hierarchy and power 
such that questioning one’s leaders is seen as highly disrespectful. Organizational change 
initiatives that rely on collecting constructive criticism about managerial practices from 
employees may pose a challenge in this environment. Other cultures focus on group 
achievements rather than individual achievements, influencing expectations about reward 
and incentive structures.46 A company that violates local cultural norms will find that 
resistance among employees is strong, even if that resistance is not always overt.

A company seeking to be sensitive to the cultural identities of its employees should 
look beyond accommodating its majority groups and instead create as much of an individu-
alized approach to practices and norms as possible. Often, managers can provide the bridge 
of workplace flexibility to meet both organizational goals and individual needs.

Disability
Workers with disabilities have traditionally experienced many challenges and barriers in the 
labour force. People with physical or mental disabilities are more likely to be unemployed or 
underemployed, they are more likely to experience turnover, work part-time hours, be in entry-
level jobs, and experience job insecurity.47 These outcomes are especially unfortunate because 
two-thirds of people with disabilities want to and can work.48 Employer-provided accommo-
dations can assist those individuals in their efforts to maximize their participation. Receipt of 
accommodations has been associated with job retention, increased morale, and productivity.49

A sociopolitical model has become part of the human rights paradigm in Canadian legal 
thinking on disability. This change in perceptions of disability was part of a larger rights-based 
movement that included calls for greater government oversight and enforcement of basic 
human rights. Disablement, it maintains, is not a deviation from an individual bodily norm 
so much as a naturally occurring and enduring feature in every society.50 As perspectives on 
disability have evolved, numerous political resources have been devoted to maximizing rates 
of labour force participation and the provision of employer-sponsored accommodations 
among workers with disabilities as one component of reaching equity goals. Examples of 
Canadian legislation enacted to improve labour force participation of persons with disabilities 
include the Canadian Charter of Rights and Freedoms, the Human Rights Act, and the 
Employment Equity Act in Canada. The Charter prohibits discrimination based on disability; 
the latter two both prohibit discrimination and mandate reasonable accommodation.

These federal acts are supplemented by provincial ones. For example, Ontario has 
passed the Ontarians with Disability Act (1997), updated most recently under Bill 125; it 
is enforced by the Ontario Human Rights Commission. Its original purpose was to achieve 
a barrier-free Ontario for persons with disabilities. Compliance requires the timely removal 
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Workers with disabilities have 
many skills and qualifications, 
but they are often overlooked 
due to stereotypes about  
disability.

of barriers when this can be accomplished within reasonable cost parameters. The Act 
applies to employment, public transit, education, and provincial and municipal government 
service settings. The Human Rights Commission, while able to award damages for noncom-
pliance, works primarily within a paradigm of reform through education and mediation.

Exceptions to the “duty to accommodate” under human rights and equity legislation 
include situations in which doing so creates undue hardship or when bona fide occupational 
requirements (BFOR) are unable to be fulfilled, which means that the position cannot be 
modified without creating genuine safety risk. The case of Alberta Dairy Pool versus the 
Alberta Human Rights Commission (1990, 2.S.C.R. 489) established the following criteria 
for undue hardship used to determine if an employer is required to provide a specific accom-
modation, which have since been used more broadly in courts across the country:51

■	 Excessive expenses will be incurred.

■	 It will disrupt existing collective agreements.

■	 It will create morale problems with other employees.

■	 The employer has highly interchangeable workforce/facilities.

■	 The employer has a very small operation.

■	 The employer has legitimate safety concerns.

While this list can guide accommodation granting decisions, employers often need to 
be reminded that most accommodations are simple to provide and are either free or low-
cost. One study found that the average direct cost associated with accommodations that 
were not free was only $600.52 Examples of common accommodations for physical dis-
abilities are technical devices such as Braille readers, software such as voice recognition, 
assistive devices such as special chairs or railings in washrooms, human support in the form 
of personal assistants, scheduling flexibility, and special parking spaces. Common accom-
modations for mental, sensory, and psychiatric disabilities include being able to work in a 
quiet, private workspace without distractions (for people with attention deficit disorder), 
scheduling flexibility, social accommodation (creating understanding among coworkers 
about communication-style differences associated with autism, for example), and darkened 
rooms (as sensitivity to florescent lighting is a common side effect of medications taken for 
mood disorders and schizophrenia).
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Refusal of accommodation should be an extraordinary circumstance. Providing accom-
modations benefits not only the individual and the employer, but also signals to other 
workers that the organizational culture is inclusive and supports diverse needs.

The impact of disabilities on employment outcomes has been explored from a variety 
of perspectives. On the one hand, when disability status is randomly assigned to hypo-
thetical candidates, disabled individuals are rated as having superior personal qualities like 
dependability and potency.53 Another review suggested workers with disabilities receive 
higher performance evaluations; however, it also found that individuals with disabilities 
tend to encounter lower performance expectations and are less likely to be hired.54 People 
with disabilities are much more likely to be stereotyped in ways that negatively impact 
long-term employment prospects, often being unfairly perceived as less capable or even 
infantile. These effects impact all workers with disabilities, but are strongest for people with 
psychiatric and neurological impairments, and for people with invisible disabilities or 
disabilities such as obesity or addiction that are perceived as being one’s own fault.55 
Workers with psychiatric disabilities in particular experience very high levels of discrimina-
tion and are often stereotyped as unpredictable and violent. This occurs despite the fact 
that violence is not typical of psychiatric conditions such as depression, bipolar disorder, 
and schizophrenia—contrary to the media-driven stereotype reinforced on crime shows. 
Psychiatric conditions are treatable and people who have them can be fully engaged, 
productive workers.

In sum, the treatment of the disabled workforce has long been problematic, but the 
recognition of the talents and abilities of disabled individuals has made a difference, reduc-
ing workplace discrimination. In addition, technology aids and the reduction of stereotyp-
ing have greatly increased the scope of available jobs for those with all types of disabilities. 
Managers need to be attuned to the true requirements of employee jobs and match the skills 
of the individual with the requirements of the job, providing accommodations when 
needed for all qualified individuals.

Religion
Not only do religious and nonreligious people question each other’s belief systems, often 
people of different religious faiths conflict. There are few—if any—countries in which reli-
gion is a nonissue in the workplace. The Canadian Charter of Rights and Freedoms and the 
Human Rights Act prohibit employers from discriminating against employees on the basis 
of their religion. Other countries have similar regulations, but many do not and those that 
do, do not always enforce them effectively.

Perhaps the greatest religious diversity issue in Canada today revolves around Islam. 
Across the world Islam is one of the most popular religions. Yet there is evidence that 
people are discriminated against for their Islamic faith in the Canadian job market. 
Experiences range from having skills discounted and being denied interviews to social 
exclusion and spurious safety complaints as a result of wearing hijabs.56 The Quebec 
Charter of Values, which was proposed in 2014 but failed to pass when the party 
supporting it lost the election, sought to ban religious attire in government workplaces. 
Although all religious attire was included, the widespread public opinion was that this 
represented an attack on the hijab and Muslim women in particular.57 This incident 
highlights the need for ongoing protection of religious freedoms in our multicultural 
society.

Faith can be an employment issue wherever religious beliefs prohibit or encourage 
certain behaviours. The behavioural expectations can be informal, such as a common 
practice of employees leaving early on Christmas Eve. Or they may be systemic, such 
as the Monday-to-Friday workweek, which accommodates a Christian belief of not 
working on Sundays and a Jewish belief of not working on Saturdays. Religious indi-
viduals may also feel they have an obligation to express their beliefs in the workplace. 
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Simple steps can often be taken to accommodate this, such as having rooms available 
for daily prayers or installing ventilation systems to manage smoke from First Nations 
smudging ceremonies.

Before the election, when it appeared that the proposed Quebec Charter of Values 
might pass, some Ontario hospitals recognized the discomfort of Muslim Quebecers and 
saw a recruiting opportunity. They offered employment in more tolerant and hospitable 
surroundings. One recruitment advertisement by Lakeridge hospital featured a Muslim 
women wearing a hijab, a lab coat, and a stethoscope. The ad proudly proclaimed “we care 
what’s in your head, not what’s on it”.

Ability
We’ve so far covered surface characteristics unlikely, on their own, to directly relate to job 
performance. Now we turn to deep-level abilities that are closely related to job performance. 
Contrary to what we were taught in grade school, we weren’t all created equal in our abili-
ties. Most people are to the left or the right of the median on some normally distributed 
ability curve. For example, regardless of how motivated you are, you may not be able to act 
as well as Scarlett Johansson, play basketball as well as LeBron James, or write as well as 
Stephen King. Of course, just because we aren’t all equal in abilities does not imply that 
some individuals are inherently inferior. Everyone has strengths and weaknesses that make 
him or her relatively superior or inferior to others in performing certain tasks or activities. 
From management’s standpoint, the issue is not whether people differ in terms of their 
abilities. They clearly do. The issue is using the knowledge that people differ to increase the 
likelihood an employee will perform her job well.

What does ability mean? As we use the term, ability is an individual’s current capacity 
to perform the various tasks in a job. Overall abilities are essentially made up of two sets of 
factors: intellectual and physical.

Intellectual Abilities
Intellectual abilities are those needed to perform mental activities—thinking, reasoning, 
and problem solving. Most societies put a high value on intelligence, and for good reason. 
Smart people generally earn more money and attain higher levels of education. They are 
also more likely to emerge as leaders of groups. However, assessing and measuring intel-
lectual ability is not always simple. People aren’t consistently capable of correctly assessing 
their own cognitive ability.58 IQ (intelligence quotient) tests are designed to ascertain a 
person’s general intellectual abilities, but the origins, influence factors, and testing of IQ 
are controversial.59

The seven most frequently cited dimensions making up intellectual abilities  
are number aptitude, verbal comprehension, perceptual speed, inductive reasoning, 
deductive reasoning, spatial visualization, and memory.60 Exhibit 2-6 describes these 
dimensions.

Intelligence dimensions are positively related, so if you score high on verbal compre-
hension, for example, you’re more likely to also score high on spatial visualization. The 
correlations aren’t perfect, meaning people do have specific abilities that predict impor-
tant work-related outcomes when considered individually.61 However, the correlations are 
high enough that researchers also recognize a general factor of intelligence, general  
mental ability (GMA). Evidence strongly supports the idea that the structures and mea-
sures of intellectual abilities generalize across cultures. Someone in Venezuela or Sudan, 
for instance, does not have a different set of mental abilities from those of a U.S. or Czech 
individual.
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EXHIBIT 2-6  Dimensions of Intellectual Ability

Jobs differ in the demands they make on intellectual abilities. The more complex 
a job is in terms of information-processing demands, the more general intelligence and 
verbal abilities will be necessary to perform successfully.62 When employee behaviour 
is highly routine and there are few or no opportunities to exercise discretion, a high IQ 
is not as important to performing well. However, that does not mean people with high 
IQs cannot have an impact on traditionally less complex jobs. Research consistently 
indicates a correlation between cognitive ability and task performance.63

It might surprise you that the intelligence test most widely used in hiring deci-
sions takes only 12 minutes to complete. It’s the Wonderlic Cognitive Ability Test. 
There are different forms of the test, but each has 50 questions and the same general 
construct.

The Wonderlic measures both speed (almost nobody has time to answer every 
question) and power (the questions get harder as you go along), so the average score 
is quite low—about 21 of 50. Because the Wonderlic is able to provide valid informa-
tion cheaply (for $5 to $10 per applicant), more companies are using it in hiring 
decisions.

While intelligence is a big help in performing a job well, it doesn’t make people 
happier or more satisfied with their jobs. The correlation between intelligence and job 
satisfaction is about zero. Why? Research suggests that although intelligent people 
perform better and tend to have more interesting jobs, they are also more critical 
when evaluating their job conditions. Thus, smart people have it better, but they also 
expect more.64

Physical Abilities
Though the changing nature of work suggests intellectual abilities are increasingly impor-
tant for many jobs, physical abilities have been and will remain valuable. Research on 
hundreds of jobs has identified nine basic abilities needed in the performance of physical 
tasks,65 described in Exhibit 2-7. Individuals differ in the extent to which they have each. 

Dimension Description Job Example

Number aptitude Ability to do speedy and accurate 
arithmetic.

Accountant: Computing the sales 
tax on a set of items.

Verbal comprehension Ability to understand what is read or 
heard and the relationship of words to
each other.

Plant manager: Following corporate 
policies on hiring.

Perceptual speed Ability to identify visual similarities and 
di�erences quickly and accurately.

Fire investigator: Identifying clues to
support a charge of arson.

Inductive reasoning Ability to identify a logical sequence in
a problem and then solve the problem.

Market researcher: Forecasting 
demand for a product in the next
time period.

Deductive reasoning Ability to use logic and assess the 
implications of an argument.

Supervisor: Choosing between two 
di�erent suggestions o�ered by 
employees.

Spatial visualization Ability to imagine how an object
would look if its position in space 
were changed.

Interior decorator: Redecorating 
an o ce.

Memory Ability to retain and recall past
experiences.

Salesperson: Remembering the 
names of customers.
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Not surprisingly, there is also little relationship among them: a high score on one is no assur-
ance of a high score on others. High employee performance is likely to be achieved when 
management has ascertained the extent to which a job requires each of the nine abilities 
and then ensures that employees in that job have those abilities.

Disabilities in the Context of Job Specification
The importance of ability at work obviously creates problems when we attempt to for-
mulate workplace policies that recognize diversity in terms of disability status. As we 
have noted, recognizing that individuals have different abilities that can be taken into 
account when making hiring decisions is not problematic. However, it is discriminatory 
to make blanket assumptions about people on the basis of a disability. It is also possible 
to make accommodations for disabilities. Employers should carefully consider the bona 
fide occupational requirements associated with their job descriptions and job specifi-
cations. Ensuring the accuracy of job descriptions and considering alternative ways to 
complete tasks can go a long way toward removing inadvertent barriers for workers with 
disabilities.

Discrimination
Although diversity presents many opportunities for organizations, effective diversity 
management also means working to eliminate unfair discrimination. To discriminate is 
to note a difference between things, which in itself isn’t necessarily bad. Noticing one 
employee is more qualified than another is necessary for making hiring decisions; notic-
ing an employee is taking on leadership responsibilities exceptionally well is necessary for 
making promotion decisions. Usually when we speak of discrimination, though, we mean 
allowing our behaviour to be unduly influenced by stereotypes about groups of people. 
Rather than looking at individual characteristics, unfair discrimination assumes everyone 
in a group is the same. This discrimination is often very harmful to organizations and 
employees.

Exhibit 2-8 provides definitions and examples of some forms of discrimination in 
organizations. Although many of these actions are prohibited by law, and therefore aren’t 

EXHIBIT 2-7  Nine Basic 
Physical Abilities

Strength Factors

1. Dynamic strength Ability to exert muscular force repeatedly or continuously 
over time.

2. Trunk strength Ability to exert muscular strength using the trunk 
(particularly abdominal) muscles.

3. Static strength Ability to exert force against external objects.
4. Explosive strength Ability to expend a maximum of energy in one or a series 

of explosive acts.

Flexibility Factors

5.  Extent flexibility Ability to move the trunk and back muscles as far as possible.
6. Dynamic flexibility Ability to make rapid, repeated flexing movements.

Other Factors

7. Body coordination Ability to coordinate the simultaneous actions of di�erent
parts of the body.

8. Balance Ability to maintain equilibrium despite forces pulling o� 
balance.

9. Stamina Ability to continue maximum e�ort requiring prolonged 
e�ort over time.
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part of almost any organization’s official policies, the practices persist. Thousands of cases 
of employment discrimination are documented every year, and many are forwarded to 
provincial human rights commissions for mediation and, if necessary, formal adjudication. 
Many more go unreported. As discrimination has increasingly come under both legal scru-
tiny and social disapproval, most overt forms have faded, which may have resulted in an 
increase in more covert forms like incivility or exclusion (see Exhibit 2-8 for definitions 
of these terms).66

It is also important to recognize that discrimination can often occur on a non- 
conscious level, meaning that the people engaged in discriminatory behaviours may not be 
aware that they are discriminating. This occurs because stereotypes are often triggered 
below the level of conscious awareness.67 A recent meta-study looked at non-conscious  
(or implicit) associations commonly linked to various minorities using a tool developed at 
Harvard called the implicit association test. They used data from 184 studies, which were 
conducted in Germany, the Netherlands, Italy, the United Kingdom, Australia, Canada, 
Poland and the United States. All the studies verified the existence of non-conscious 

EXHIBIT 2-8  Forms of Discrimination

Source: J. Levitz and P. Shishkin, “More Workers Cite Age Bias After Layoffs,” Wall Street Journal (March 11, 2009),  
pp. D1–D2; W. M. Bulkeley, “A Data-Storage Titan Confronts Bias Claims,” Wall Street Journal (September 12, 2007), pp. A1, A16; 
D. Walker, “Incident with Noose Stirs Old Memories,” McClatchy-Tribune Business News (June 29, 2008); D. Solis, “Racial Horror 
Stories Keep EEOC Busy,” Knight-Ridder Tribune Business News, July 30, 2005, p. 1; H. Ibish and A. Stewart, Report on Hate 
Crimes and Discrimination Against Arab Americans: The Post–September 11 Backlash, September 11, 2001–October 11, 2001 
(Washington, DC: American-Arab Anti-Discrimination Committee, 2003); A. Raghavan, “Wall Street’s Disappearing Women,” 
Forbes (March 16, 2009), pp. 72–78; and L. M. Cortina, “Unseen Injustice: Incivility as Modern Discrimination in Organizations,” 
Academy of Management Review 33, no. 1 (2008), pp. 55–75.

Type of Discrimination Definition Examples from Organizations

Discriminatory 
policies or practices

Actions taken by representatives 
of the organization that deny equal
opportunity to perform or unequal
rewards for performance.

Older workers may be targeted for 
layo�s because they are highly paid 
and have lucrative benefits.

Sexual harassment Unwanted sexual advances and 
other verbal or physical conduct of a
sexual nature that create a hostile or 
o�ensive work environment.

Salespeople at one company went
on company-paid visits to strip clubs,
brought strippers into the o�ce to
celebrate promotions, and fostered 
pervasive sexual rumours.

Intimidation Overt threats or bullying directed 
at members of specific groups of
employees.

Workers with psychiatric disabilities have
reported being threatened and bullied by
coworkers. Their bullies are sometimes
reacting out of fear since they mistakenly
assume that people with conditions like
schizophrenia or bipolar disorder are more
likely to be violent. That is simply not true.

Mockery and insults Jokes or negative stereotypes;
sometimes the result of jokes taken 
too far.

Arab-Americans have been asked 
at work whether they were carrying 
bombs or were members of
terrorist organizations.

Exclusion Exclusion of certain people from 
job opportunities, social events,
discussions, or informal mentoring;
can occur unintentionally.

Many women in finance claim they are 
assigned to marginal job roles or are
given light workloads that don’t lead to
promotion.

Incivility Disrespectful treatment, including 
behaving in an aggressive manner, 
interrupting the person, or ignoring 
varying opinions.

Female lawyers note that male 
attorneys frequently cut them o� 
or do not adequately address their 
comments.
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A diversity management strategy 
is necessary to realize the potential 
benefits of a diverse workforce and 
to minimize discrimination.

prejudices and confirmed that those biases impact social, consumer, and political behav-
iours. Ironically this tends to occur more often among people who are trying to avoid 
prejudice.68 For example, a hiring manager may intend to be fair but subconsciously associ-
ate women with mediation skills and men with more aggressive conflict resolution styles. 
Although they would not be consciously aware of stereotyping, that hiring manager may 
perceive female candidates as being more likely to get along with others, leading to biased 
assessments of male candidates. Under Canadian law employers are responsible for inadver-
tent discrimination, so it is important to be aware of these implicit effects and address them 
before they result in adverse impact.

As you can see, discrimination can occur in many ways, and its effects can be varied 
depending on the organizational context and the personal biases of its members. Some 
forms, like exclusion or incivility, are especially hard to root out because they are difficult 
to observe and may occur simply because the actor isn’t aware of the effects of her 
actions. Intentional or not, discrimination can lead to serious negative consequences for 
employers, including reduced productivity, reductions in helpful behaviours, negative 
conflicts, and increased turnover. Discrimination also leaves qualified job candidates out 
of initial hiring and promotions. Even if an employment discrimination lawsuit is never 
filed, a strong business case can be made for aggressively working to eliminate unfair 
discrimination.

Discrimination is one of the primary factors that prevent companies from realizing 
the benefits of diversity, whether the discrimination is deliberate or non-conscious. 
On the other hand, recognizing diversity opportunities can lead to an effective diver-
sity management program and ultimately to a better organization. Diversity is a broad 
term, and the phrase workplace diversity can refer to any characteristic that makes 
people different from one another. The following section outlines how to implement 
diversity management strategies in order to make your organization more inclusive and 
productive.

Implementing Diversity Management 
Strategies
Having discussed a variety of ways in which people differ, we now look at how a manager 
can and should manage these differences. Diversity management makes everyone more 
aware of and sensitive to the needs and differences of others. This definition highlights the 
fact that diversity programs include and are meant for everyone. Diversity is much more 
likely to be successful when we see it as everyone’s business than if we believe it helps only 
certain groups of employees.

Attracting, Selecting, Developing, and Retaining Diverse 
Employees
One method of enhancing workforce diversity is to target recruiting messages to specific 
demographic groups underrepresented in the workforce. This means placing advertise-
ments in publications geared toward specific demographic groups; recruiting at colleges, 
universities, and other institutions with significant numbers of underrepresented minori-
ties; posting job ads in community centres and social venues where underrepresented 
groups gather; and forming partnerships with associations like the Justicia Project (sup-
porting female lawyers) or the Society of Women Engineers. For example, if Aboriginal 
workers are underrepresented, a company may choose to advertise job opening on the 
Aboriginal People’s Television Network, in band offices, or in the specialist newspaper 
titled First Nations Drum.
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Research has shown that women and minorities do have greater interest in employers 
that make special efforts to highlight a commitment to diversity in their recruiting materi-
als. Diversity advertisements that fail to show women and minorities in positions of orga-
nizational leadership send a negative message about the diversity climate at an organization.69 
Of course, in order to show the pictures, organizations must have diversity in their manage-
ment ranks. Some companies have been actively working toward recruiting less-represented 
groups. Google, for instance, has been making sure female candidates meet other women 
during interviews and offering family benefits that may appeal to them.70 Etsy, an online 
retailer, hosts engineering classes and provides grants for aspiring women coders, then hires 
the best.71

The selection process is one of the most important places to apply diversity efforts. 
Managers who hire need to value fairness and objectivity in selecting employees and 
focus on the productive potential of new recruits. When managers use a well-defined 
protocol for assessing applicant talent and the organization clearly prioritizes nondis-
crimination policies, qualifications become far more important in determining who 
gets hired than demographic characteristics.72 In concrete terms this would mean the 
following:

■	 Make sure that job criteria are established using valid job analysis processes.

■	 Confirm that interview questions and selection tests are free from subtle cultural or 
gender biases.

■	 Have multiple interviewers to minimize the impact of individual biases (both  
conscious and non-conscious).

■	 Ask all candidates exactly the same interview questions in the same order and have 
a predetermined scoring sheet to assess their responses.

■	 Use statistical (mathematical) scoring sheets to rank job candidates instead of subjective 
approaches.

■	 Ensure that the same level of training and support is offered to all new hires.

■	 Ensure that coworkers treat all newcomers in a friendly and respectful manner.

■	 Confirm that performance criteria are clearly communicated and objectively  
measured.

Benefits are another area to apply diversity efforts. The typical Canadian benefit 
package may include things that are unnecessary or culturally inappropriate for some 
workers. For example, a single person working in his or her first job may have less need 
for life insurance than a single parent with two dependent children. A childless couple 
may value travel health insurance benefits while parents may value access to childcare. 
In Canada eldercare benefits often refer to assistance finding an institution in which to 
place your elderly relative. This service may not be desirable to people from cultures in 
which living with elderly relatives and caring for them personally is the norm. Flexible 
benefit plans that allow people to select from a wide range of benefits based on a points 
system are both cost-effective and useful for addressing the disparate needs of a diverse 
group of workers.

Individuals who are demographically different from their coworkers may be more likely 
to feel low commitment and to turn over, but a positive diversity climate can be helpful. 
Many diversity training programs are available to employers, and research efforts are focus-
ing on identifying the most effective initiatives. It seems that the best programs are inclu-
sive of all employees in their design and implementation, rather than targeted to special 
groups of employees.73 The training should focus on behaviours rather than attitudes, creat-
ing concrete connections to day-to-day communication and interactions. For example, 
rather than tell people “Be respectful to all others,” which is an attitude, you might outline 
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specific behaviours they are expected to engage in, such as listening without interrupting 
and openly acknowledging all members’ contributions. A positive diversity climate based 
on mutual respect should be the goal. Workers appear to prefer an organization that values 
diversity.

Diversity in Groups
Most contemporary workplaces require extensive work in group settings. When people 
work in groups, they need to establish a common way of looking at and accomplishing the 
major tasks, and they need to communicate with one another often. If they feel little sense 
of membership and cohesion in their groups, all group attributes are likely to suffer.

Does diversity hurt or help group performance? The answer is yes. In some cases, diver-
sity in traits can hinder team performance, whereas in others diversity can facilitate perfor-
mance.74 Whether diverse or homogeneous teams are more effective depends on the 
characteristic of interest. Demographic diversity (in gender, race, and ethnicity) does not 
appear to either hurt or help team performance in general. On the other hand, teams of 
individuals who are highly intelligent, conscientious, and interested in working in team 
settings are more effective. Thus, diversity on these variables is likely to be a bad thing—it 
makes little sense to try to form teams that mix in members who are lower in intelligence, 
lower in conscientiousness, and uninterested in teamwork. In other cases, differences can 
be a strength. Groups of individuals with different types of expertise and education are 
more effective than homogeneous groups. Similarly, a group made up entirely of assertive 
people who want to be in charge, or a group whose members all prefer to follow the lead of 
others, will be less effective than one that mixes leaders and followers.

The impact of diversity on groups is complex. In general, diversity leads to better per-
formance when innovation and creativity are required because many different views are 
represented. When there are time pressures, however, diverse groups may struggle because 
it takes longer to come to conclusions when there is variation in opinions and approaches. 
That said, regardless of the composition of the group, differences can be leveraged to 
achieve superior performance. The most important factor is to emphasize the similarities 
among members.75 Groups of diverse individuals will be much more effective if leaders can 
show how members have a common interest in the group’s success. Evidence also shows 
leaders who emphasize goals and values in their leadership style are more effective in man-
aging diverse teams.76

Effective Diversity Programs
Effective, comprehensive workforce programs encouraging diversity have three distinct 
components. First, they teach managers about the legal framework for equal employment 
opportunity and encourage fair treatment of all people regardless of their demographic char-
acteristics. Second, they teach managers how a diverse workforce will be better able to serve 
a diverse market of customers and clients. Third, they foster personal development practices 
that bring out the skills and abilities of all workers, acknowledging how differences in per-
spective can be a valuable way to improve performance for everyone.77

Much concern about diversity has to do with fair treatment.78 Most negative reactions 
to diversity programs are based on the idea that discriminatory treatment of any kind is 
unfair, even if it seeks to redress historical inequities. Regardless of race or gender, people 
are generally in favour of diversity-oriented programs if they believe the policies ensure 
everyone a fair opportunity to show their skills and abilities. There are significant differ-
ences in how this issue is handled in the United States and Canada and they can create 
confusion. Americans use a quota-based approach called affirmative action, under which a 
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specific percentage of jobs must be filled by minority candidates and there are concrete 
penalties, such as fines, for having a workforce not representative of the local population. 
This creates significant incentive for employers to hire historically disadvantaged workers; 
but it might be perceived as unfair in circumstances in which a slightly less qualified can-
didate is given a job preferentially over a more qualified candidate due to minority status. 
As a result these programs can be controversial, although they have measurably improved 
labour market outcomes for minorities.

Canadian approaches to diversity management focus on process rather than outcomes. 
They are not quota-based but focused on providing fair opportunity, so they are called 
employment equity programs rather than affirmative action programs. These programs focus 
on ensuring that recruitment and selection processes are fair, training is inclusive, and 
performance management is free from bias. Canadian employers need to prove, for exam-
ple, that their interview questions and selection tests are free of cultural or gender bias and 
their promotion criteria are objective, valid, and fair. This approach is usually better 
received by members of the dominant culture, since it lessens fears that more qualified 
candidates who are not minorities will be denied employment. Some critique the approach, 
however, arguing that it results in less accountability overall. Despite these criticisms the 
employment equity method has also measurably improved outcomes for historically disad-
vantaged workers, usually with much less political resistance and between-group tension 
than when using affirmative action. A major study of the consequences of diversity pro-
grams concluded that organizations with diversity training were not consistently more 
likely to have women and minorities in upper management positions than organizations 
without diversity training.79 Why might this be? Experts have long known that one-shot 
training sessions without strategies to encourage diversity management back on the job are 
not likely to be very effective. Ongoing diversity strategies should include measuring the 
representation of women and minorities in managerial positions, and holding managers 
accountable for achieving more demographically diverse management teams. Researchers 
also suggest that diversity experiences are more likely to lead to positive adaptation for all 
parties if (1) the diversity experience undermines stereotypical attitudes, (2) the perceiver 
is motivated and able to consider a new perspective on others, (3) the perceiver engages in 
stereotype suppression and generative thought in response to the diversity experience, and 
(4) the positive experience of stereotype undermining is repeated frequently.80 Diversity 
programs based on these principles are likely to be more effective than traditional classroom 
learning.

Organizational leaders should examine their workforce to determine whether target 
groups have been underutilized. If groups of employees are not proportionally represented 
in top management, managers should look for any hidden barriers to advancement. 
Managers can often improve recruiting practices, make selection systems more transparent, 
and provide training for those employees who have not had adequate exposure to certain 
material in the past. The organization should also clearly communicate its policies to 
employees so they can understand how and why certain practices are followed. 
Communications should focus as much as possible on qualifications and job performance; 
emphasizing certain groups as needing more assistance might well backfire. Research indi-
cates a tailored approach will be needed for international companies. For instance, a case 
study of the multinational Finnish energy company TRANSCO found it was possible to 
develop a consistent global philosophy for diversity management. However, differences in 
legal and cultural factors across nations forced TRANSCO to develop unique policies to 
match the cultural and legal framework of each country in which it operated.81 For exam-
ple, in a small number of countries in Southeast Asia and the Middle East, compensation 
is tied to family status, married people with children being paid more than single people 
without dependents for the same work. If this system is part of the culture and history of the 
nation, a foreign company is unlikely to be able to change local expectations or regulations.
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Summary
•	 There is an official policy of multiculturalism in Canada, enabling people to feel free 

to express their cultural traditions and heritage while also being committed to their 
Canadian identity.

•	 The Canadian workforce is highly diverse, creating both opportunities and challenges 
for managers.

•	 Differences in age, gender, sexual orientation, race, ethnicity, immigration status,  
religious affiliation, and ability all impact workplace experiences. These identity mark-
ers combine, or intersect, in complex ways that influence individual outcomes.

•	 Stereotyping and associated discrimination can occur on a conscious or a non- 
conscious basis. Either way there are negative repercussions for both individuals and 
organizations.

•	 Organizations should engage in a range of diversity management practices to ensure 
equitable, ethical, and legally defensible staffing decisions.

Implications for Managers
•	 Understand your organization’s antidiscrimination and diversity management policies 

thoroughly and share them with all employees.

•	 Assess and challenge your stereotype beliefs to increase your objectivity.

•	 Look beyond readily observable biographical characteristics and consider the individ-
ual’s capabilities before making management decisions.

•	 Fully evaluate what accommodations a person with disabilities will need and then fine-
tune the job to that person’s abilities.

•	 Seek to understand and respect the unique biographical characteristics of each indi-
vidual; a fair but individualistic approach yields the best performance.

Breakout Question for Group Discussion
There has been a long-running debate about the reasons why certain professions (such as 
computer scientist, engineer, nurse, and daycare worker) are dominated by one gender, 
much of it centred around whether people are attracted to occupations considered suitable 
for their gender due to natural gender-based preferences or socialized (learned) roles. We 
now know that most stereotypes operate on a subconscious level. How does that insight 
influence our understanding of this classic nature/nurture debate?

Personal Inventory Assessment

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
Intercultural Sensitivity Scale.

Personal
Inventory
ASSESSMENT



Self-Reflection Activity
Canada, as a multicultural country, has a much higher level of ethnic diversity than most 
countries. It is almost inevitable that you will end up interacting with people from different 
cultures at school, at work, and in the community. Blended families with members from 
several different cultures are also becoming more common. Assess your own comfort level 
with intercultural communication by taking the Personal Inventory Assessment found in 
MyManagementLab self-assessment titled Intercultural Sensitivity Scale. Once you see 
your score, think carefully about what it means. If you are not comfortable, where did this 
discomfort come from? What do you do when given an opportunity to “practise” by inter-
acting with others different from yourself? Is that behaviour helping you to develop your 
skills or holding you back? What are the potential career impacts associated with poor 
intercultural communication?

You can continue to develop your skills in this area by actively seeking out opportuni-
ties to communicate with people different from yourself. You may find that gaining more 
knowledge about different cultures helps you feel more comfortable. People who scored very 
low on this scale may be prone to anxiety when communicating across cultures, and this 
anxiety itself makes communication more difficult. Avoidance is tempting but it is not the 
answer. You can lessen anxiety by using relaxation techniques such as meditation or yoga 
breathing. You may also find it helpful to practise cross-cultural communication in an under-
standing environment in which you feel less pressure. Social-cultural events provide oppor-
tunities for interaction without the pressure of work deadlines and task-related expectations.

Mini Case  Disability-Based Discrimination

People can make biased decisions with the best of intentions. In 2014, this reality hit home 
for the Brandon Police Services when the Manitoba Human Rights Commission awarded 
damages to Billy-Jo Nachuk for discrimination that he experienced at the hands of three 
on-duty police officers. Discrimination, even when inadvertent, can compromise the ethics 
that organizations represent with their mandate, mission, vision, and values. How and why 
do these types of incidents occur?

On April 16, 2011, Billy-Jo Nachuk, a decorated veteran suffering from posttraumatic 
stress disorder, made a courageous decision. The anxiety associated with his condition had 
kept him out of public spaces for two full years but now he had Gambler, a service dog 
specifically trained to help him manage his symptoms. With Gambler accompanying him, 
Mr. Nachuk felt comfortable enough to socialize at the local Keystone Motor Inn’s restau-
rant and bar. Unfortunately, Keystone management felt his service dog was merely a pet. 
Despite explanations and the provision of official service dog certification papers, Keystone 
management complained about the presence of the dog to three on-duty police officers who 
were also patronizing the restaurant. The formal decision released from the Human Rights 
Commission of Manitoba states that the following exchange then took place:

Mr. Nachuk alleges that one officer asked, “So what’s with the dog?” to which he 
replied “it is a service dog.” Mr. Nachuk describes the officer as responding 
“aggressively,” “Why? You’re not blind!” Mr. Nachuk tried to explain his situation 
but was interrupted by the same officer who said, “You’re not going to be doing a 
search with that dog tonight, either.” He continued to try and explain what kind 
of dog his service dog was but the officers “refused to listen.” A second officer told 
him that the manager wanted the dog out and that Mr. Nachuk “was very close 
to being thrown in jail.” At this point, “feeling totally degraded” he took his coat 
and he and his dog Gambler were escorted out of the bar by the police.
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Mr. Nachuk filed a human rights complaint for discrimination based on disability as 
a result of this incident. In April 2014 the Commission agreed that discrimination had 
taken place and awarded him damages. The Brandon Police Services have since improved 
their training standards regarding disability rights. But the question remains: How could 
three officers working together make the mutual decision that Mr. Nachuk’s dog was not 
a “legitimate” service dog in the face of clear evidence otherwise, most notably his official 
service dog papers? Is it possible that the fact that Mr. Nachuk is an Aboriginal influ-
enced the officers? First Nations people are often unfairly stereotyped and some bands 
have a history of conflict with legal officials resulting from ongoing rights and land dis-
putes. This conflict has led to tension and mistrust between some Aboriginal people and 
police services.

Discussion Questions

1.	 Did the history of conflict between First Nations people and legal officials influence 
what happened here?

2.	 What does the situation experienced by Billy-Jo Nachuk tell us about our own capacity 
for bias and decision-making errors?

3.	 Do you think providing training in the workplace about disability rights will be ade-
quate to prevent similar incidents in the future? Why or why not? If not, what else 
should Brandon Police Services consider doing?

Mini Case  Classroom Diversity and Groups

This case is fictional, but it is inspired by similar events that occurred on a university cam-
pus in Canada in 2014. The opinions presented here represent the viewpoints of an 
individual student and should not be considered reflective of Muslim males or Muslim 
immigrants in general.

Amy Liu was profoundly confused about how best to support the equality rights of her 
students. Amy was an instructor teaching an introductory class in organizational behaviour. 
A group presentation and associated group paper was an important component of the 
course. Together the presentation and paper were worth 30 percent of the course grade.

Amy randomly assigned students to groups at the beginning of the semester, because it 
forced students to work with people who were unfamiliar and different from themselves. 
The student population at her institution was very diverse—random group assignment 
practically guaranteed that each group would be a mix of ethnicities, gender and sexual 
orientations, and cultures. Because diversity management and cross-cultural communica-
tion were components of her course, Amy considered these mixed groups to be excellent 
practice for applying skills learned in class. She was accustomed to mentoring groups that 
were struggling; in fact she considered those discussions to be key tools to help illustrate 
important course concepts such as effective conflict resolution. But Amy had never 
encountered a group problem quite like this.

When Amy randomly assigned groups this term, one of her groups consisted of four 
women from various backgrounds and one man. Most of the women were in their late 
teens, but one was a mature student in her 40s. The other member was a 23-year-old 
Muslim man who had recently immigrated to Canada from Pakistan. He had been raised in 
a particularly traditional household by very conservative parents. While many other 
Pakistani Muslim students had no problems being in a mixed group, he felt that it was 
profoundly inappropriate to have close contact with females who were not related to him. 
He had respectfully requested that he be reassigned to a group consisting of male students 
only, or permitted to complete a presentation and project alone.
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The university did encourage accommodation of religious needs. They had, for exam-
ple, set up a prayer room in several of the main campus buildings so that Muslim students 
could attend to their daily prayers. They had also built conference facilities with ventila-
tion systems for First Nations smudging ceremonies and they sold kosher and halal food in 
all cafeterias. The university also prioritized gender equality. Amy did not see how she 
could accommodate the male student’s request while also maintaining gender equity for 
female students. She agonized over what to do for a couple of days.

Discussion Questions

1.	 What should Amy Liu do?

2.	 What types of resources could and should be used to help make good decisions in 
ambiguous situations like this?

3.	 What diversity management policies and procedures could help decision makers to 
make fair and defensible decisions when rights seem to be in conflict with each other?

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
•	Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
•	PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
•	Study Plan: Check your understanding of chapter concepts with self-study quizzes.
•	Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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Chapter 3 
Attitudes and Job Satisfaction

We seem to have attitudes toward everything, whether it’s 
about our leaders, our college or university, our families, or 
ourselves. In this chapter, we look at attitudes, their link to 

behaviour, and how employees’ satisfaction or dissatisfac-
tion with their jobs affects the workplace.

Learning Objectives

After studying this chapter, you should be able to:

1.	 Describe and contrast the three components of an 
attitude.

2.	 Summarize the relationship between attitudes and 
behaviour.

3.	 Compare and contrast the major job attitudes.

4.	 Define job satisfaction.

5.	 Recommend best practices for measuring job  
satisfaction.

6.	 Assess potential employee responses to  
dissatisfaction.

Pearson Education

Attitudes
Attitudes are evaluative statements—either favourable or unfavourable—about objects, 
people, or events. They reflect how we feel about something. When you say “I like my job,” 
you are expressing your attitude about work.

Attitudes are complex. If you ask people about their attitude toward religion, Rona 
Ambrose, Prime Minister Justin Trudeau, or the organization they work for, you might get 
a simple response, but the underlying reasons are probably complicated. To fully understand 
attitudes, we must consider their fundamental properties or components.
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What Are the Main Components of Attitudes?
Typically, researchers have believed that attitudes have three components: cognition, affect, 
and behaviour.1 Let’s look at each.

The statement “My pay is low” is the cognitive component of an attitude—a descrip-
tion of or belief in the way things are. It sets the stage for the more critical part of an  
attitude—its affective component. Affect is the emotional or feeling segment of an attitude 
and is reflected in the statement “I am angry over how little I’m paid.” Finally, affect is often 
an immediate precursor to behaviour. The behavioural component of an attitude describes 
an intention to behave in a certain way toward someone or something—to continue the 
example, “I’m going to look for another job that pays better.”

Viewing attitudes as having three components—cognition, affect, and behaviour—is 
helpful in understanding the complexity and potential relationship between attitudes and 
behaviour. Keep in mind that these components are closely related, and cognition and affect 
in particular are inseparable in many ways. For example, imagine you realize that someone 
has just treated you unfairly. Aren’t you likely to have feelings about that, occurring virtually 
instantaneously with the realization? Thus, cognition and affect are intertwined.

Exhibit 3-1 illustrates how the three components of an attitude are related. In this 
example, an employee didn’t get a promotion he thought he deserved; a coworker got it 
instead. The employee’s attitude toward his supervisor is illustrated as follows: The 
employee thought he deserved the promotion (cognition), he strongly dislikes his supervi-
sor (affect), and he has complained and taken action (behaviour). Although we often think 
cognition causes affect, which then causes behaviour, in reality these components are dif-
ficult to separate. In addition, as we saw in Chapter 2 when discussing implicit association 
tests, sometimes affect and behaviour can occur as a result of non-conscious forms of cogni-
tion. To put it another way, we don’t always fully understand our own attitudes and actions, 
and the explanations we come up with for our own behaviour might sometimes be inac-
curate as a result.

In organizations, attitudes are important for their behavioural component. If workers 
believe, for example, that supervisors, auditors, bosses, and time-and-motion engineers are 
all in conspiracy to make employees work harder for the same or less money, it makes sense 
to try to understand how these attitudes formed, how they relate to actual job behaviour, 
and how they might be changed.

Negative
attitude
toward

supervisor

Cognitive = evaluation
My supervisor gave a promotion
to a coworker who deserved it
less than I do. My supervisor is unfair.

Affective = feeling
I dislike my supervisor!
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Behavioural = action
I’m looking for other work; I’ve
complained about my supervisor
to anyone who would listen.

EXHIBIT 3-1  The 
Components of an Attitude
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Does Behaviour Always Follow from Attitudes?
A week ago Jana had interviewed for her dream job. She wanted to work for a resort chain 
as a quality control expert, which would mean travelling to their resorts around the world 
and evaluating the facilities and service. Before the interview she had told all her friends 
how exciting and exotic the work would be. But two days after the interview, Jana was told 
another candidate had been selected. Discussing it with her friends later, she said, “Well, it 
would have been a lousy job anyway, because you’d never be home long enough to spend 
time with family. Plus all the travel makes it likely that you’ll pick up colds and other ill-
nesses all the time. I’m sure it isn’t that great.”

Early research on attitudes assumed they were causally related to behaviour—that is, 
the attitudes people hold determine what they do. Common sense, too, suggests a relation-
ship. Isn’t it logical that people watch television programs they like, or that employees try 
to avoid assignments they find distasteful?

However, in the late 1960s, a review of the research challenged this assumed effect of 
attitudes on behaviour.2 One researcher—Leon Festinger—argued that attitudes follow 
behaviour. Subsequent researchers have agreed that attitudes predict future behaviour and 
confirmed Festinger’s idea that moderating variables can strengthen the link.3

Did you ever notice how people change what they say so it doesn’t contradict what 
they do? Perhaps a friend of yours consistently argued that his apartment complex was bet-
ter than yours until another friend in your complex asked him to move in with him; once 
he moved to your complex, you noticed his attitude toward his former apartment became 
more critical. Festinger proposed that cases of attitude following behaviour illustrate the 

It is surprisingly common for 
people to give advice that they 
themselves do not follow.

Pearson Education 
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effects of cognitive dissonance,4 any incompatibility an individual might perceive between 
two or more attitudes or between behaviour and attitudes.

Research has generally concluded that people do seek consistency among their atti-
tudes and between their attitudes and their behaviour.5 As Festinger argued, any form of 
inconsistency is uncomfortable and individuals will therefore attempt to reduce it. People 
will seek a stable state, which is a minimum of dissonance. They either alter the attitudes 
or the behaviour, or they develop a rationalization for the discrepancy.

No individual, of course, can completely avoid dissonance. You know texting and driv-
ing is unsafe, but you do it anyway and hope nothing bad happens. Or you give someone 
advice you have trouble following yourself.

Festinger proposed that the desire to reduce dissonance depends on three factors, 
including the importance of the elements creating it and the degree of influence we believe 
we have over them. The third factor is the rewards of dissonance; high rewards accompa-
nying high dissonance tend to reduce the tension inherent in the dissonance (the dis-
sonance is less distressing if accompanied by something good, such as a higher pay raise 
than expected). Individuals will be more motivated to reduce dissonance when the atti-
tudes are important or when they believe the dissonance is due to something they can 
control.

In Jana’s case she experienced cognitive dissonance when she discovered that her best 
efforts were not adequate to land her dream job. Since she couldn’t have the job, her atti-
tude toward it changed significantly. She told herself she had never really wanted it anyway 
and that it was in fact undesirable.

Moderating Variables
The most powerful moderators of the attitudes relationship are the importance of the atti-
tude, its correspondence to behaviour, its accessibility, the presence of social pressures, and 
whether a person has direct experience with the attitude.6 Let’s review each of these in turn.

Important attitudes reflect our fundamental values, self-interest, or identification with 
individuals or groups we value. These attitudes tend to show a strong relationship to our 
behaviour.

Specific attitudes tend to predict specific behaviours, whereas general attitudes 
tend to predict general behaviours. For instance, asking someone about her intention 
to stay with an organization for the next six months is likely to better predict turnover 
for that person than asking her how satisfied she is with her job overall. On the other 
hand, overall job satisfaction would better predict a general pattern of behaviour, such 
as whether the individual was engaged in her work or motivated to contribute to her 
organization.7

You’re more likely to remember attitudes you frequently express, and attitudes that our 
memories can easily access are more likely to predict our behaviour. Discrepancies between 
attitudes and behaviours tend to occur when social pressures to behave in certain ways hold 
exceptional power, as in most organizations. Finally, the attitude–behaviour relationship is 
likely to be much stronger if an attitude refers to something with which we have direct 
personal experience.

What Are the Major Job Attitudes?
We each have thousands of attitudes, but OB focuses on a very limited number of work-
related attitudes that tap positive or negative evaluations employees hold about their work 
environments. Much of the research has looked at three attitudes: job satisfaction, job 
involvement, and organizational commitment.8 Other important attitudes include per-
ceived organizational support and employee engagement.

Individuals have many kinds of 
attitudes about their jobs. Of the 
main job attitudes, organizational 
commitment and job satisfaction 
are the most widely studied.
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Job Satisfaction
When people speak of employee attitudes, they usually mean job satisfaction, which 
describes a positive feeling about a job, resulting from an evaluation of its characteristics. 
A person with a high level of job satisfaction holds positive feelings about his job, while a 
person with a low level holds negative feelings. Because OB researchers give job satisfaction 
high importance, we’ll review this attitude in detail later.

Job Involvement
Related to job satisfaction is job involvement,9 which measures the degree to which peo-
ple identify psychologically with their jobs and consider their perceived performance levels 
important to self-worth.10 Employees with a high level of job involvement strongly iden-
tify with and really care about the kind of work they do. Another closely related concept 
is psychological empowerment, employees’ beliefs in the degree to which they influence 
their work environments, their competencies, the meaningfulness of their jobs, and their 
perceived autonomy.11 Research suggests that empowerment initiatives need to be tailored to 
the culture and desired behavioural outcomes. One study of nursing managers in Singapore 
found that good leaders empower their employees by fostering their self-perception of  
competence—through involving them in decisions, making them feel their work is important, 
and giving them discretion to “do their own thing.”12 Another study found, however, that for 
teachers in India, the self-perception of competence does not affect innovative behaviour.13

As with job satisfaction, high levels of both job involvement and psychological 
empowerment are positively related to citizenship behaviour, discussed later in this chapter, 
and job performance.14

Organizational Commitment
An employee with organizational commitment identifies with a particular organization and 
its goals and wishes to remain a member. Most research has focused on emotional attachment 
to an organization and belief in its values as the “gold standard” for employee commitment.15

A positive relationship appears to exist between organizational commitment and job 
productivity, but it is a modest one.16 A review of 27 studies suggested the relationship 
between organizational commitment and performance is strongest for new employees and 
considerably weaker for more experienced employees.17 Research indicates that employees 
who feel their employers fail to keep promises to them feel less committed, and these reduc-
tions in commitment, in turn, lead to lower levels of creative performance.18 And, as with 
job involvement, the research evidence demonstrates negative relationships between orga-
nizational commitment and both absenteeism and turnover.19

Theoretical models propose that employees who are committed will be less likely to 
engage in work withdrawal even if they are dissatisfied, because they have a sense of orga-
nizational loyalty or attachment. On the other hand, employees who are not committed, 
who feel less loyal to the organization, will tend to show lower levels of attendance at work 
across the board. Research confirms this theoretical proposition.20 It does appear that even 
if employees are not currently happy with their work, they are willing to make sacrifices for 
the organization if they are committed enough.

Perceived Organizational Support
When John Greene was diagnosed with leukemia, CEO Marc Benioff and 350 fellow 
Salesforce.com employees covered all out-of-pocket costs for his care, staying in touch with 
him throughout his recovery. Stories like this are part of the reason Salesforce.com is on 
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Fortune’s 100 Best Companies to Work For list.21 The organization is demonstrating strong 
organizational support.

Perceived organizational support (POS) is the degree to which employees believe the 
organization values their contributions and cares about their well-being. Research shows 
that people perceive their organizations as supportive when rewards are deemed fair, when 
employees have a voice in decisions, and when they see their supervisors as supportive.22 
Employees with strong POS perceptions have been found more likely to have higher levels 
of citizenship behaviours, lower levels of tardiness, and better customer service.23 This seems 
to hold true mainly in countries where the power distance, the degree to which people in a 
country accept that power in institutions and organizations is distributed unequally, is lower. 
In low-power-distance countries like the United States, people are more likely to view work 
as an exchange than as a moral obligation, so employees look for reasons to feel supported 
by their organizations. In high-power-distance countries like China, employee POS percep-
tions are not so based on demonstrations of fairness, support, and encouragement. POS can 
be a predictor anywhere on a situation-specific basis, of course. One study found POS pre-
dicted the job performance and citizenship behaviours of Chinese employees who were 
untraditional or low-power-distance in their orientation.24 For Salesforce.com’s John 
Greene, living in a low-power-distance culture, the support he received created a sense of 
community and a desire to reciprocate by being a stellar employee.

Employee Engagement
John Greene’s motivation to be a good employee and work as hard as possible is an example of 
employee engagement. This is a relatively new concept that refers to an individual’s involve-
ment with, satisfaction with, and enthusiasm for, the work she does. To evaluate engagement, 
we might ask employees whether they have access to resources and the opportunities to learn 
new skills, whether they feel their work is important and meaningful, and whether their 
interactions with coworkers and supervisors are rewarding.25 Highly engaged employees have 
a passion for their work and feel a deep connection to their companies; disengaged employ-
ees have essentially checked out—putting time but not energy or attention into their work. 
Engagement becomes a real concern for most organizations because surveys indicate that few 
employees—between 17 percent and 29 percent—are highly engaged by their work.

Engagement levels determine many measurable outcomes. A study of nearly 8,000 
business units in 36 companies found that units whose employees reported high average 
levels of engagement achieved higher levels of customer satisfaction, were more productive, 
brought in higher profits, and experienced lower levels of turnover and accidents than other 
business units.26 Molson Coors, for example, found that engaged employees were five times 
less likely to have safety incidents, and when an accident did occur it was much less serious 
and less costly for an engaged employee than for a disengaged one ($63 per incident versus 
$392). Caterpillar set out to increase employee engagement and recorded a resulting 80 
percent drop in grievances and a 34 percent increase in highly satisfied customers.27

Such promising findings have earned employee engagement a following in business 
organizations and management consulting firms. However, the concept is relatively new 
and still generates active debate about its usefulness. Part of the reason for this is the dif-
ficulty of identifying what creates job engagement. For instance, two top reasons for job 
engagement that participants gave in a recent study were (1) having a good manager they 
enjoy working for and (2) feeling appreciated by their supervisor. Because both factors 
relate to work relationships, it would be easy to conclude that this proves the case for job 
engagement. Yet, in this same study, individuals ranked “liking and respecting my cowork-
ers” lower on the list, below career advancement concerns.28

One review of the job engagement literature concluded, “The meaning of employee 
engagement is ambiguous among both academic researchers and among practitioners who 
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use it in conversations with clients.” Another reviewer called engagement “an umbrella 
term for whatever one wants it to be.”29 More recent research has set out to clarify the 
dimensions of employee engagement. For instance, a study in Australia found that emo-
tional intelligence is linked to job satisfaction and well-being, and to employee engage-
ment.30 Another recent study suggested that engagement fluctuates partially due to daily 
challenge-seeking and demands.31

It is clear that the debate about the determinants and dimensions of job engagement is far 
from settled, but it is also clear that job engagement yields important organizational outcomes.

Are These Job Attitudes Really All That Distinct?  You might wonder whether the 
preceding job attitudes are really distinct. If people feel deeply engaged by their job (high 
job involvement), isn’t it probable they like it, too (high job satisfaction)? Won’t people 
who think their organization is supportive (high perceived organizational support) also feel 
committed to it (strong organizational commitment)? Evidence suggests these attitudes are 
highly related, perhaps to a troubling degree that makes one wonder whether there are use-
ful distinctions to be made among them.

There is some distinctiveness among attitudes, but they overlap greatly for various rea-
sons, including the employee’s personality. If you as a manager know someone’s level of job 
satisfaction, you know most of what you need to know about how that person sees the orga-
nization. Recent research suggests that managers tend to identify their employees as belong-
ing to one of four distinct categories: enthusiastic stayers, reluctant stayers, enthusiastic 
leavers (planning to leave), and reluctant leavers (not planning to leave but should leave).32

Job Satisfaction
We have already discussed job satisfaction briefly. Now let’s dissect the concept more care-
fully. How do we measure job satisfaction? What causes an employee to have a high level 
of job satisfaction? How do dissatisfied and satisfied employees affect an organization? 
Understanding the inputs and outcomes of job satisfaction is an important tool toward 
managing your best organizational asset, your employees.

Measuring Job Satisfaction
Our definition of job satisfaction—a positive feeling about a job resulting from an evalu-
ation of its characteristics—is clearly broad. Yet that breadth is appropriate. A job is more 
than shuffling papers, writing programming code, waiting on customers, or driving a truck. 
Jobs require interacting with coworkers and bosses, following organizational rules and poli-
cies, meeting performance standards, living with less than ideal working conditions, and the 
like.33 An employee’s assessment of his satisfaction with the job is thus a complex summa-
tion of many discrete elements. How, then, do we measure it?

Two approaches are popular. The single global rating is a response to one question, such 
as “All things considered, how satisfied are you with your job?” Respondents circle a num-
ber between 1 and 5 on a scale from “highly satisfied” to “highly dissatisfied.” The second 
method, the summation of job facets, is more sophisticated. It identifies key elements in a job 
such as the nature of the work, supervision, present pay, promotion opportunities, and 
relationships with coworkers.34 Respondents rate these on a standardized scale, and 
researchers add the ratings to create an overall job satisfaction score.

Is one of these approaches superior? Intuitively, summing up responses to a number of 
job factors seems likely to achieve a more accurate evaluation of job satisfaction. Research, 
however, doesn’t support the intuition.35 This is one of those rare instances in which sim-
plicity seems to work as well as complexity, making one method essentially as valid as the 
other. The best explanation is that the concept of job satisfaction is so broad, a single 
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question captures its essence. The summation of job facets may also leave out important 
facets encompassed in the broader question.

Both methods are helpful, and the choice of which to use should be determined by the 
organization’s reason for collecting the data. The single-global-rating method isn’t very 
time-consuming, it provides a quick snapshot, freeing time for other tasks. This efficiency 
means that the data can be collected multiple times in relatively quick succession, enabling 
identification of changes over time. The summation-of-job-facets method helps managers 
zero in on specific problems and deal with them faster and more accurately since it identi-
fies the areas that are driving the most dissatisfaction.

How Satisfied Are People in Their Jobs?
Are most people satisfied with their jobs? The answer seems to be a qualified yes in Canada 
and most other developed countries. A survey conducted in 2013 with 8,000 workers in 
Canada, France, Germany, India, Netherlands, the United Kingdom, and the United States, 
indicated that Canadians had the highest job satisfaction rates. Fully 64 percent of Canadians 
reported loving or liking their job and only 7 percent reported hating it.36 Among the other 
countries studied, Germany had the lowest number reporting loving or liking their jobs (34 
percent), while the United States had the highest reporting hating their jobs (15 percent). 
Immigrants in Canada, who currently make up one in five of all workers in the country, have 
lower job satisfaction rates than domestic-born Canadians. Their job attitudes are associ-
ated with the length of time they have been in Canada. Immigrants who have been here 
more than 40 years actually have higher satisfaction rates than domestic-born employees, but 
recently arrived immigrants’ satisfaction is substantially lower,37 perhaps due to widespread 
underutilization and underemployment among this population. Young workers in Canada 
also report consistently lower satisfaction than mature workers, possibly due to current 
economic difficulties that result in similar widespread underutilization.38

Research shows satisfaction levels vary a lot, depending on which facet of job satisfac-
tion you’re talking about. As shown in Exhibit 3-2, people have typically been more satisfied 
with their jobs overall, with the work itself, and with their supervisors and coworkers than 
they have been with their pay and with promotion opportunities. It’s not really clear why 
people dislike their pay and promotion possibilities more than other aspects of their jobs.39

As we have already seen, there are observable cultural differences in job satisfaction 
levels. Evidence suggests employees in Western cultures have higher levels of job satisfaction 
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than those in Eastern cultures.40 (See Chapter 5 content on Hofstede for more information 
about the influence of cultural values on work attitudes.) Exhibit 3-3 provides the results of 
a global study of job satisfaction levels of workers in 15 countries. As the exhibit shows, the 
highest levels appear in Mexico and Switzerland. Do employees in these cultures have better 
jobs? Or are they simply more positive (and less self-critical)? Conversely, the lowest score in 
the study was for South Korea. There is a lack of autonomy in the South Korean culture and 
their businesses tend to be rigidly hierarchical in structure. Does this in itself make for low 
job satisfaction? Other research suggests that cultural compatibility may be a more important 
predictor of satisfaction than working conditions per se. For example, a study of 70,000 work-
ers in 48 nations found that people from collectivist cultures tended to focus on harmonious 
teamwork as a driver of satisfaction, whereas people from more individualistic cultures 
focused on work–life balance. Similarly, workers from cultures that tend to avoid uncertainty 
became more satisfied when there was strong communication from managers, whereas work-
ers from countries that tend to be more comfortable with ambiguity were more concerned 
with training opportunities.41 This highlights the need to avoid making assumptions when 
working with employees from around the world. Asking people about their satisfaction levels 
is always important, but especially when working in an unfamiliar cultural context.

What Causes Job Satisfaction?
Think about the best job you’ve ever had. What made it so? Chances are you liked the 
work you did and the people with whom you worked. Interesting jobs that provide training, 
variety, independence, and control satisfy most employees.42 There is also a strong corre-
spondence between how well people enjoy the social context of their workplace and how 
satisfied they are overall. Interdependence, feedback, social support, and interaction with 
coworkers outside the workplace are strongly related to job satisfaction, even after account-
ing for characteristics of the work itself.43

You’ve probably noticed that pay comes up often when people discuss job satisfaction. 
For people who are poor or who live in poor countries, pay does correlate with job satisfac-
tion and overall happiness. But that changes once an individual reaches a standard level of 
comfortable living. A meta-analysis of the research literature found little relationship 
between pay levels and satisfaction, and subsequent research generally concurs with this 
conclusion. Satisfaction does rise incrementally with pay, but the effect is very small. 
People who earn $80,000 are, on average, no happier with their jobs than those who earn 



55C h a p t e r  3   A t t i t u d e s  a n d  J o b  S a t i s f a c t i o n

closer to $40,000.44 The job satisfaction–pay relationship is a complex matter of perspec-
tive. For example, recent research indicates that job satisfaction may be higher for employ-
ees who enter the workforce during lean economic times, even when they earn less pay. 
This higher job satisfaction appears to last throughout the individual’s career, no matter 
what pay and economic conditions ensue.45 This suggests that other factors, such as equity 
perceptions, interact with pay levels to determine job satisfaction. Equity theory, further 
explored in Chapter 7, suggests that job satisfaction is based on comparing out efforts and 
rewards with the efforts and rewards of others. If we feel we are being treated fairly in com-
parison to others, we tend to be satisfied regardless of our absolute pay levels.

Money does motivate people, as we will discover in Chapter 6. But what motivates us 
is not necessarily what makes us happy. One study found that many factors other than 
money led to employee job satisfaction, including the nature of the work (employees whose 
jobs involved caregiving, and those who worked in skilled trades, were more satisfied), 
structural characteristics of the job (people who worked for companies with fewer than  
100 employees, and people whose jobs involved supervising others, were more satisfied), 
and even demographics (employees were least job-satisfied when in their 40s).46 Other 
studies have found that the working relationship between employees and their immediate 
supervisors predicts job satisfaction such that workers with good relationships characterized 
by respectful communication are much more satisfied.47 Even access to training and devel-
opment opportunities can have a positive impact.48 Personality also plays a role. Research 
has shown that people who have positive core self-evaluations (CSEs)—who believe in 
their inner worth and basic competence—are more satisfied with their jobs than those with 
negative core self-evaluations. Finally, expectancy theory, explored in more detail in 
Chapter 7, highlights the importance of perceived justice in determining job satisfaction. 
People who believe that there is a positive correlation between their effort, their perfor-
mance, and the rewards they earn are generally much more satisfied than workers who 
perceive a poor connection between these things.

The Impact of Satisfied and Dissatisfied 
Employees on the Workplace
What happens when employees like their jobs, and when they dislike their jobs? One theo-
retical model—the exit–voice–loyalty–neglect framework—is helpful in understanding the 
consequences of dissatisfaction. Exhibit 3-4 illustrates the framework’s four responses, which 

Active

Constructive Destructive

Passive

VOICE EXIT

LOYALTY NEGLECT

EXHIBIT 3-4  Responses to 
Dissatisfaction
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differ along two dimensions: constructive/destructive and active/passive. The responses are 
as follows:49

■	 Exit. The exit response directs behaviour toward leaving the organization, including look-
ing for a new position as well as resigning. To measure the effects of this response to dis-
satisfaction, researchers study individual terminations and collective turnover, the total loss 
to the organization of employee knowledge, skills, abilities, and other characteristics.50

■	 Voice. The voice response includes actively and constructively attempting to improve 
conditions, including suggesting improvements, discussing problems with superiors, 
and undertaking some forms of union activity.

■	 Loyalty. The loyalty response means passively but optimistically waiting for condi-
tions to improve, including speaking up for the organization in the face of external 
criticism and trusting the organization and its management to “do the right thing.”

■	 Neglect. The neglect response passively allows conditions to worsen and includes 
chronic absenteeism or lateness, reduced effort, and increased error rate.

Exit and neglect behaviours encompass our performance variables—productivity, absen-
teeism, and turnover. But this model expands employee response to include voice and loy-
alty—constructive behaviours that allow individuals to tolerate unpleasant situations or 
revive satisfactory working conditions. It helps us understand situations, such as we sometimes 
find among unionized workers. Union members often express dissatisfaction through the 
grievance procedure or formal contract negotiations. These voice mechanisms allow them to 
continue in their jobs while convincing themselves they are acting to improve the situation.

As helpful as this framework is, it’s quite general. We now discuss more specific out-
comes of job satisfaction and dissatisfaction in the workplace.

Job Satisfaction and Job Performance
As several studies have concluded, happy workers are more likely to be productive workers. 
Some researchers used to believe the relationship between job satisfaction and job perfor-
mance was a myth. But a review of 300 studies suggested the correlation is quite strong.51 

The degree to which someone 
likes their job can influence 
not only their workplace experi-
ences but the experiences of 
other coworkers too.

Andersen Ross/Stockbyte/Getty Images
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As we move from the individual to the organizational level, we also find support for the 
satisfaction–performance relationship.52 When we gather satisfaction and productivity data 
for the organization as a whole, we find, organizations with more satisfied employees tend to 
be more effective than organizations with fewer satisfied employees.

Job Satisfaction and OCB
It seems logical to assume job satisfaction should be a major determinant of an employee’s 
organizational citizenship behaviour (OCB; also discussed as simply citizenship behaviour).53 
Satisfied employees would seem more likely to talk positively about their organizations, 
help others, and go beyond the normal expectations, perhaps because they want to recip-
rocate their positive experiences. Consistent with this thinking, evidence suggests job 
satisfaction is moderately correlated with OCB; people who are more satisfied with their 
jobs are more likely to engage in OCB.54 Why? Fairness perceptions help explain the rela-
tionship.55 Individuals who feel their coworkers support them are more likely to engage in 
helpful behaviours, whereas those who have antagonistic relationships with coworkers are 
less likely to do so.56 Individuals with certain personality traits are also more satisfied with 
their work, which in turn leads them to engage in more OCB.57 Finally, research shows that 
when people are in a good mood, they are more likely to engage in OCB.58

Job Satisfaction and Customer Satisfaction
As we noted in Chapter 1, employees in service jobs often interact with customers. Because 
service organization managers should be concerned with pleasing customers, it is reasonable 
to ask: Is employee satisfaction related to positive customer outcomes? For frontline employ-
ees who have regular customer contact, the answer seems to be yes; satisfied employees do 
appear to increase customer satisfaction and loyalty.59

A number of companies are acting on this evidence. WestJet, for instance, is well 
known for allowing their employees to have a little fun on the job and empowering them 
to make their own decisions. The satisfaction the employees derive from this organizational 
culture translates into better customer care. In fact the airline is famous for their light-
hearted and humorous flight attendants, who are known for enhancing the customer expe-
rience with their warmly positive attitude, jokes, and silly mid-flight games.60

Job Satisfaction and Absenteeism
We find a consistent negative relationship between satisfaction and absenteeism, but the 
relationship is moderate to weak.61 While it certainly makes sense that dissatisfied employees 
are more likely to miss work, other factors affect the relationship. Organizations that pro-
vide liberal sick leave benefits are encouraging all their employees—including those who are 
highly satisfied—to take days off. You can find work satisfying yet still want to enjoy a three-
day weekend if the extra break comes free with no penalties. When numerous alternative jobs 
are available, dissatisfied employees have high absence rates, but when there are few alterna-
tives, dissatisfied employees have the same (low) rate of absence as satisfied employees.62

Job Satisfaction and Turnover
The relationship between job satisfaction and turnover is stronger than between satisfaction 
and absenteeism.63 Recent research suggests that managers looking to determine who might 
be likely to leave should focus on employees’ job satisfaction levels over time, because levels 
do change. A pattern of lowered job satisfaction is a predictor of possible intent to leave. 
Job satisfaction has an environmental connection too. If the climate within an employee’s 



58 P a r t  2   U n d e r s t a n d i n g  Y o u r s e l f  a n d  O t h e r s

immediate workplace is one of low job satisfaction, there will be a “contagion effect.” This 
research suggests managers should consider the job satisfaction patterns of coworkers when 
assigning new workers to a new area.64

The satisfaction–turnover relationship also is affected by alternative job prospects. If 
an employee is presented with an unsolicited job offer, job dissatisfaction is less predictive 
of turnover because the employee is more likely leaving in response to “pull” (the lure of 
the other job) than “push” (the unattractiveness of the current job). Similarly, job dissatis-
faction is more likely to translate into turnover when employment opportunities are plenti-
ful because employees perceive that it is easy to move. Also, when employees have high 
“human capital” (high education, high ability), job dissatisfaction is more likely to translate 
into turnover because they have, or perceive, many available alternatives.65 Finally, 
employees’ embeddedness in their jobs and communities can help lower the probability of 
turnover, particularly in collectivist cultures.66 Embedded employees seem less likely to 
want to consider alternative job prospects.

Job Satisfaction and Workplace Deviance
Job dissatisfaction and antagonistic relationships with coworkers predict a variety of behav-
iours organizations find undesirable, including incivility and bullying, substance abuse, steal-
ing at work, excessive socializing, passive resistance to new initiatives, and tardiness. Sandra 
Robinson and Rebecca Bennett pioneered the initial work in this area, defining these behav-
iours collectively as “workplace deviance.”67 Researchers argue these behaviours are indica-
tors of a syndrome called counterproductive behaviour or employee withdrawal.68 If employees 
don’t like their work environment, they’ll respond somehow, though it is not always easy 
to forecast exactly how. One worker might quit. Another might use work time to surf the 
Internet or take work supplies home for personal use. In short, workers who don’t like their 
jobs “get even” in various ways. Because those ways can be quite creative, controlling only 
one behaviour such as with an absence policy leaves the root cause untouched. To effectively 
control the undesirable consequences of job dissatisfaction, employers should attack the 
source of the problem—the dissatisfaction—rather than try to control the different responses.

Managers Often “Don’t Get It”
Given the evidence we’ve just reviewed, it should come as no surprise that job satisfac-
tion can affect the bottom line. One study by a management consulting firm separated 
large organizations into high morale (more than 70 percent of employees expressed overall 
job satisfaction) and medium or low morale (fewer than 70 percent). The stock prices of 
companies in the high-morale group grew 19.4 percent, compared with 10 percent for the 
medium- or low-morale group. Despite these results, many managers are unconcerned about 
employee job satisfaction. Still others overestimate how satisfied employees are with their 
jobs, so they don’t think there’s a problem when there is. In one study of 262 large employ-
ers, 86 percent of senior managers believed their organization treated its employees well, but 
only 55 percent of employees agreed. Another study found 55 percent of managers thought 
morale was good in their organization, compared to only 38 percent of employees.69

Regular surveys can reduce gaps between what managers think employees feel and what 
they really feel. This can impact the bottom line in small franchise sites as well as large compa-
nies. For instance, Jonathan McDaniel, manager of a KFC restaurant, surveyed his employees 
every three months. Some results led him to make changes, such as giving employees greater say 
about which workdays they have off. However, McDaniel believed the process itself was valu-
able. “They really love giving their opinions,” he said. “That’s the most important part of it—
that they have a voice and that they’re heard.” Surveys are no panacea, but if job attitudes are 
as important as we believe, organizations need to find out how job attitudes can be improved.70
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Summary
•	 Attitudes consist of three components: cognitive, affective, and behavioural.

•	 Managers should be interested in their employees’ attitudes, especially their job satis-
faction, because attitudes give warnings of potential problems and influence behaviour.

•	 It is important to measure job satisfaction accurately. The measurement tool used will 
depend on the reason for collecting the data.

•	 Creating a satisfied workforce is not a guarantee of successful organizational perfor-
mance, but evidence strongly suggests that whatever managers can do to improve 
employee attitudes will likely result in positive outcomes including greater organiza-
tional effectiveness, higher customer satisfaction, and increased profits.

•	 Job satisfaction is related to organizational effectiveness—a large study found that busi-
ness units whose employees had high-average levels of engagement had higher levels 
of customer satisfaction and lower levels of turnover and accidents. All else equal, it 
clearly behooves organizations to have a satisfied workforce.

Implications for Managers
•	 Recognize that attitudes have cognitive, affective, and behavioural components. 

Managers looking to foster attitudinal change should focus on behaviours but also 
address cognition and affect.

•	 Pay attention to your employees’ job satisfaction levels as determinants of their perfor-
mance, organizational citizenship, turnover, absenteeism, and withdrawal behaviours.

•	 Measure employee job attitudes objectively and at regular intervals in order to deter-
mine how employees are reacting to their work.

•	 Consider the fact that high pay alone is unlikely to create a satisfying work environment. 
Pay attention to social, justice, and equity concerns to maximize workers’ satisfaction.

Breakout Question for Group Discussion
Based on what you’ve learned in this chapter, explain how coworkers (peers, not supervi-
sors) influence job satisfaction. What can the average employee do on his or her own to 
make the workplace a more satisfying and engaging place?

Personal Inventory Assessment

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
Core Self Evaluation Scale.

Personal
Inventory
ASSESSMENT

Self-Reflection Activity
Your core self-evaluation provides a snapshot in time of your levels of self-esteem, self-
confidence, perceived life control, and emotional state. It is important to recognize that 
levels of each of these variables change over time and change according to context. When 
completing the assessment think about your work life right now.



60 P a r t  2   U n d e r s t a n d i n g  Y o u r s e l f  a n d  O t h e r s

Mini Case  The Promotion

Fred Blogs stared at the phone receiver in disbelief. He was too stunned to be disappointed. 
The disappointment would come later, once he had fully processed what had just happened.

The light for line 2, the customer line, blinked as his phone began to ring. Fred knew 
he should really answer; it was probably a customer needing help with his or her new pho-
tocopier equipment. Normally Fred did everything he could to help customers, including 
staying late, going in person to their office when phone support wouldn’t suffice, and even 
letting them call him on his cellphone on evenings and weekends. But now, after what had 
just happened—well, let’s just say it was time to take an hour or two off and go for a walk. 
The customer calling would just have to solve his own problem this time.

Fred had begun working for Encre Office Machines in Toronto 14 months ago, imme-
diately after completing his MBA at the age of 36. Prior to his return to school, he had 
worked 14 years in field sales in the software sector. Fred had sold large, complex database 
and enterprise resource planning solutions to corporate clients. The products allowed cli-
ents to automate business processes from inventory control and accounting to human 
resources management. Selling these tools meant spending a great deal of time with C-level 
executives analyzing business processes and communication flow. Fred had been very suc-
cessful in that role, but after 14 years he grew tired of having a sales quota hanging over his 
head every month. He saw the MBA as a way to transition to a new, less stressful career.

Unfortunately, Fred’s master plan had not included a recession. After taking two years 
off for his MBA, he found himself newly graduated, in debt, and unemployed with few 
immediate job prospects. Unwilling to go back into direct sales field, Fred started applying 
for jobs in other functional areas. His undergraduate degree had been in education. 
Although he’d long ago decided that looking after a classroom full of kids all day wasn’t for 
him now, he thought he might leverage his combined education degree and MBA to get a 
corporate trainer role. He thought he could do a great job of staff training and education, 
especially for sales, presentation, and customer service skills.

After almost six weeks of sending out résumés, Fred finally landed an interview with 
Encre Office Machines. The interview went well but both he and the human resources 
person interviewing him admitted that he was overqualified for the entry-level training role 
they had available. It wasn’t what he had hoped for—instead of training managers and new 
hires he would be training customers who had just bought new photocopiers. Customers 
needed lessons on how to maintain the machine and use advanced copy features. It seemed 
like a comedown. But one thing encouraged Fred. The human resources manager had said, 
“We understand that this job is a little simple for someone with your experience and back-
ground but we are really interested in getting you on our team and this is the only job 
available right now. Within a year to 18 months something more suitable should open up 
and we can promote you, but for now we just want you on board.” Under the circumstances, 
with his bank account dwindling, Fred accepted the job.

Fred proceeded to do truly excellent work for the next 14 months, which he considered 
a trial period during which he would prove he was promotion material. He enjoyed the 

Once you have your score, reflect carefully about what it means. Are there problems 
associated with high core self-evaluations? How might that high self-esteem and confi-
dence be perceived by others? Is a low core self-evaluation always a bad thing? When, if 
ever, might a lower core self-evaluation prove functional?

In addition, think about how to improve your core self-evaluation. That process is very 
personal, but some concrete suggestions are offered online by taking the Personal Inventory 
Assessment found in MyManagementLab.
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challenge. He went above and beyond for his customers. He also examined the processes 
Encre used to manage and monitor customer inquiries, and made some process-related sug-
gestions that improved communication between the training team and technical support. 
The accolades he got for that felt great! He took on tasks other trainers balked at due to 
their difficulty, most notably helping high-maintenance clients known to be bad-tempered 
and difficult. He smiled inside every time he helped out, sure his actions were being 
noticed. Fred did all this and bided his time, waiting for his opportunity.

After 14 months it happened. A new job was created at Encre in response to excessive 
turnover among sales personnel. A Director of Training role was created to oversee, manage, 
and improve the new-hire orientation and sales training process. The internal job ad that 
went around the company stated that key qualifications included a business degree, demon-
strated knowledge of the training function, a minimum of five years’ success in field sales, 
and a proven record of innovation. Fred felt very confident when he sent in his application. 
His confidence was further bolstered when he got a call the next day setting up an interview.

On the day of the interview Fred prepared carefully, picking out his best tie and adding 
extra shine to his shoes. He had reviewed the corporate strategic objectives and even talked 
to several sales reps to get their perspective on training needs. He was ready to blow the 
interview out of the water! That’s when he got the call he couldn’t believe, the call cancelling 
his interview. “I am sorry,” the assistant said, “but the VP has decided that only someone with 
sales experience at Encre should be considered for the job.” “That is ludicrous,” thundered 
Fred, “I have 14 years of experience selling technology, doesn’t that count for anything?”

Fred went home early that day, deflated and angry at the same time. That weekend 
he turned his cell phone off. Let the customer wait until Monday, he thought to himself 
bitterly. He continued like this for a week, heading out the door. He probably would have 
continued like that for some time but then he heard the news.

The promotion to Director of Training had been working 9 to 5 and then given to someone 
currently in sales at Encre, Tom Fields. Tom had no formal education credentials, had a BBA 
rather than an MBA, and only 8 years’ experience in sales. What truly infuriated Fred, however, 
was that Tom was the life partner of Jim Guenther, Encre’s VP of Operations. It had actually 
been the VP of Sales who had made the decision, but she was known to be friends with Jim.

The whole thing seemed very suspicious, and even in this bad economy Fred had no 
patience for unfairness. He considered his options: stay and work hard for another promo-
tion, stay and do the bare minimum, or move on. He decided to · · ·

Discussion Questions

1.	 Despite the fact that he was underemployed, Fred seemed to enjoy his job at first. What 
conditions contributed to Fred’s job satisfaction when he was first hired?

2.	 Explain why Fred’s workplace behaviour changed so dramatically. What could have 
prevented the behavioural change?

3.	 Is this a process or an outcome related issue? Explain your answer.

4.	 What could a manager do now, after these events occurred, to improve Fred’s job satisfaction?

Mini Case  �Work Attitudes, Recognition,  
Feedback, and Fairness

Elisa looked around her new office in mid-August and felt excited. She had recently gradu-
ated with her PhD in business and was eager to begin her first full-time academic role. She 
was determined to be the best professor she could possibly be.
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Elisa was particularly enthusiastic about her new teaching responsibilities. She had 
taught as a sessional instructor at other institutions while completing her studies but had 
been fulfilling short-term contracts where she had had little control over the course con-
tent and teaching approach. Now, as an assistant professor, Elisa could be more creative 
when deciding how to approach her classes.

She worked very hard in her first term to create the best educational experience pos-
sible for her students. She recorded each of her lectures and watched them again later to 
see where she could improve. She held extra office hours to be more available to her stu-
dents. Experiential learning techniques and hands-on activities were introduced and 
seemed to help her students to better understand course content.

All in all, Elisa felt that she had really excelled and she looked forward to seeing her 
efforts reflected in her course evaluations. Her evaluations when she was a sessional instruc-
tor had always been excellent, and she felt that with her new academic freedom there was 
no place to go but up. Elisa secretly coveted the recognition of a teaching award and won-
dered if the evaluations might be her first steps in that direction. Other than test results, 
the evaluations were her sole means of getting feedback on her effectiveness.

But Elisa had never seen the forms before, and when she did see them for the first time 
she was dismayed to say the least.

She had been accustomed to getting detailed student feedback at her previous institu-
tion, when working as a sessional. Those forms had asked a series of 12 questions about the 
instructor’s knowledge, teaching style, approachability, and fairness of evaluations. This 
being so, it was easy to determine where one was lacking and how to improve. But these 
forms were nothing like that. There was an open area to write in feedback, but that section 
was optional and she feared that many students would not bother filling it in. Only two 
formal questions were asked: (1) Is this course an elective or required? and (2) Select from 
the following two choices: Was the instructor satisfactory or unsatisfactory?

The second question distressed her most · · · satisfactory or unsatisfactory? What about 
excellence? Was it actually impossible to earn “excellent?” She had strived for excellence her 
entire life. Now that formally achieving it wasn’t even an option, she began looking back on 
all those hours spent perfecting her lectures and providing one-on-one help to students. She 
was still glad the students were supported, but suddenly she didn’t feel the same way about 
all that extra work. She looked over her newly purchased book of experiential learning exer-
cises. A part of her couldn’t help asking: Is the extra effort I’m putting in really worth it?

Discussion Questions

1.	 What seems to be important to Elisa? Put another way, what seems to drive job satisfac-
tion for her?

2.	 Use expectancy and equity perspectives to explain why Elisa’s job attitudes changed so 
dramatically after she saw the student evaluations.

3.	 If you were Elisa’s manager (department chair) how would you address this issue? What 
might help improve Elisa’s job satisfaction?

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
•	Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
•	PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
•	Study Plan: Check your understanding of chapter concepts with self-study quizzes.
•	Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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After studying this chapter, you should be able to:

1.	 Differentiate between emotions and moods.

2.	 Discuss whether emotions are rational and what func-
tions they serve.

3.	 Assess the validity of potential sources of emotions 
and moods.

4.	 Describe the impact emotional labour has on employees.

5.	 Apply affective events theory in a workplace context.

6.	 Evaluate the evidence for and against the existence of 
emotional intelligence.

7.	 Identify and implement strategies for emotion regula-
tion and assess their likely effects.

8.	 Apply your understanding of emotions and moods to 
better evaluate specific OB issues.

Given the obvious role emotions play in our lives, it 
might surprise you that the field of OB has not given the 
topic of emotions much attention.1 Why? Generally, 
because emotions in the workplace were historically 
thought to be detrimental. Both managers and research-
ers rarely viewed emotions as constructive or contribut-
ing to performance. Although managers knew emotions 
were an inseparable part of everyday life, they tried to 
create organizations that were emotion-free. Researchers 

tended to focus on strong negative emotions—especially 
anger—that interfered with an employee’s ability to work 
effectively.

Thankfully, this thinking is changing. Certainly some 
emotions, particularly exhibited at the wrong time, can 
hinder performance. Other emotions are neutral, and some 
are constructive. Employees bring their emotions to work 
every day, so no study of OB would be comprehensive with-
out considering their role in workplace behaviour.

Chapter 4
Emotions and Moods

Stockerteam/FotoliaLEARNING OBJECTIVES
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example, but in the Middle East a smile is more likely to be seen as a sign of sexual 
attraction, so women have learned not to casually smile at men. In collectivist countries, 
people are more likely to believe another’s emotional displays have something to do with 
the relationship between them, while people in individualistic cultures don’t necessarily 
think others’ emotional expressions are directed at them.

It’s unlikely that psychologists or philosophers will ever completely agree on a set of 
basic emotions, or even on whether there is such a thing. Still, many researchers agree on 
six essentially universal emotions—anger, fear, sadness, happiness, disgust, and surprise.9 
Some even plot them along a continuum: happiness–surprise–fear–sadness–anger– 
disgust.10 The closer two emotions are to each other on this continuum, the more likely 
people will confuse them. We sometimes mistake happiness for surprise, but rarely do we 
confuse happiness and disgust.

Emotions can be fleeting, but moods can endure · · · quite a while. Because moods can 
last longer and be more durable, they are studied differently than are emotions. In order to 
understand the impact of emotions and moods in organizations, we next classify the many 
distinct emotions into broader mood categories.

The Basic Moods: Positive and Negative Affect
As a first step toward studying the effects of moods and emotions in the workplace, it 
will be helpful to classify emotions into two categories: positive and negative.11 Positive  
emotions—such as joy and gratitude—express a favourable evaluation or feeling. Negative 
emotions—such as anger or guilt—express the opposite. Keep in mind that emotions can’t 
be neutral. Being neutral is being nonemotional.12

The two categories of emotions now represent overall mood states, known as positive 
and negative affect. We can think of positive affect as a mood dimension consisting of 
positive emotions such as excitement, enthusiasm, and elation at the high end (high posi-
tive affect), and boredom, depression, and fatigue at the low end (low positive affect, or 
lack of positive affect). Negative affect is a mood dimension consisting of nervousness, 
stress, and anxiety at the high end (high negative affect), and contentedness, calmness, and 
serenity at the low end (low negative affect, or lack of negative affect).

Experiencing Moods and Emotions
As if it weren’t complex enough to consider the many distinct emotions and moods a person 
can identify, the reality is that we all experience moods and emotions differently. Our broader 
categorizations (positive and negative) can thus be helpful in finding commonalities. For 
most people, for instance, positive moods are somewhat more common than negative moods. 
Indeed, research finds a positivity offset, meaning that at zero input (when nothing in particu-
lar is going on), most individuals experience a mildly positive mood.13 This appears to be true 
for employees in a wide range of job settings. One study of customer-service representatives in 
a British call centre revealed that people reported experiencing positive moods 58 percent of 
the time.14 Another research finding is that negative emotions are likely to become negative 
moods. Perhaps this happens because people think about events that created strong negative 
emotions five times as long as they do about events that created strong positive ones.15

Does the degree to which people experience positive and negative emotions vary 
across cultures? Yes. In China, people report experiencing fewer positive and negative emo-
tions than people in other cultures, and the emotions they experience are less intense. 
Compared with Mainland Chinese, Taiwanese are more like U.S. workers in their experi-
ence of emotions: in one study, they reported more positive and fewer negative emotions 
than their Chinese counterparts.16 This isn’t because people of different cultures are 
inherently different: People in most cultures appear to have certain positive and negative 
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emotions in common, and people interpret negative and positive emotions in much the 
same way worldwide. We all view negative emotions such as hate, terror, and rage as 
dangerous and destructive, and we desire positive emotions such as joy, love, and happiness. 
However, an individual’s experience of emotions appears to be culturally shaped. Some 
cultures value certain emotions more than others, which leads individuals to change their 
perspective on experiencing those emotions. There is much to be learned in exploring the 
value differences. For instance, Canadian culture values enthusiasm, while the Chinese 
consider negative emotions—while not always pleasant—as potentially more useful and 
constructive in workplace settings than do people in Canada.

In this value, the Chinese may be right. Recent research has suggested that negative 
affect has many benefits. Visualizing the worst-case scenario often allows people to  
accept present circumstances and cope, for instance.17 Negative affect can allow 
managers to think more critically and fairly, other research indicates.18

Now that we’ve identified the basic emotions, the basic moods, and our experience of 
them, we will next explore the function of emotions and moods, particularly in the workplace.

The Function of Emotions and Moods
In some ways, emotions are a mystery. What function do they serve? As we discussed, 
researchers and managers determined for many years that emotions serve no purpose in the 
workplace. Psychologists have always said otherwise, insisting that emotions serve a func-
tion in any human situation. Organizational behaviourists have been finding that emotions 
can be critical to an effectively functioning workplace. Let’s discuss two critical areas—
rationality and ethicality—in which emotions can enhance performance.

Do Emotions Make Us Irrational?
How often have you heard someone say, “Oh, you’re just being emotional”? You might have 
been offended. Observations like this suggest that rationality and emotion are in conflict 
and that if you exhibit emotion, you are likely to act irrationally. The perceived association 
between emotionality and irrationality is so strong that some researchers argue that display-
ing emotions such as sadness to the point of crying is toxic to a career and we should leave 
the room rather than allow others to witness it.19 This perspective suggests the demonstra-
tion or even experience of emotions can make us weak, brittle, or irrational. However, this 
is wrong.

Research is increasingly indicating that emotions are critical to rational thinking. 
Brain injury studies in particular suggest we must have the ability to experience emotions 
to be rational. Why? Because our emotions provide a context for how we understand the 
world around us. For instance, a recent study indicated that individuals in a negative mood 
are better able to discern truthful information than people in a happy mood.20 Therefore, 
if we have a concern about someone telling the truth, shouldn’t we conduct an inquiry 
while we are actively concerned, rather than wait until we cheer up? There may be benefits 
to this, or maybe not, depending on all the factors including the range of our emotions. The 
keys are to acknowledge the effect that emotions and moods are having on us, and to not 
automatically discount our emotional responses as irrational or invalid.

Do Emotions Make Us Ethical?
A growing body of research has begun to examine the relationship between emotions and 
moral attitudes.21 It was previously believed that, like decision making in general, most eth-
ical decision making was based on higher-order cognitive processes, but research on moral 
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emotions increasingly questions this perspective. Examples of moral emotions include sym-
pathy for the suffering of others, guilt about our own immoral behaviour, anger about injus-
tice done to others, contempt for those who behave unethically, and disgust at violations 
of moral norms. Numerous studies suggest that moral judgments are largely based on feel-
ings rather than on cognition, although assessments of fairness (which frequently influence 
moral judgments), do have a cognitive component. We tend to see our moral boundaries 
as logical and reasonable, not as emotional. We therefore must be careful to objectively 
analyze our ethical decisions.

When we study emotions and moods in relation to ethics and organizational behav-
iour, it is tempting to focus on the categorization and work outcome aspects, which might 
lead us to some useful conclusions for managers. However, the sources of emotions and 
moods should not be overlooked, because when we identify sources, we are better able to 
predict behaviour and manage people well.

Sources of Emotions and Moods
Have you ever snapped at a coworker or family member for no particular reason? Have you 
ever felt like being silly even when in a serious situation? If you have, you probably wonder 
where emotions and moods come from. Here we discuss some of the primary influences. 
They can be grouped into two main types: influences based on who you are (such as age and 
personality) and influences based on your circumstances at the time (such as time of day, 
your blood sugar level, etc.)

Potential Influences on Moods and Emotions
The first three that we will examine are influencers that are based on who you are. They 
include personality, age, and gender; although the latter is considered controversial due to 
disputes about whether emotional differences are ingrained or learned.

Personality  Moods and emotions have a personality trait component: Most people have 
built-in tendencies to experience certain moods and emotions more frequently than others 
do. People also experience the same emotions with different intensities, which is called affect 
intensity.22 Affectively intense people experience both positive and negative emotions more 
deeply: when they’re sad, they’re really sad, and when they’re happy, they’re really happy.

Our personality impacts mood 
and emotion. For example some 
people tend to take a pessimistic 
view of things, heightening  
negative emotions. They tend to 
see their glass as half-empty. 
Others are generally more  
optimistic, with a tendency 
towards the positive and seeing 
the glass as half-full.

Trueffelpix/Shutterstock
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Age  Do young people experience more extreme positive emotions (so-called youthful exu-
berance) than older people? If you answered yes, you were wrong. One study of people ages 18 
to 94 revealed that negative emotions seem to occur less as people get older. Periods of highly 
positive moods lasted longer for older individuals, and bad moods faded more quickly.23

Sex  Many people believe women are more emotional than men. Is there any truth to this? 
Evidence does confirm women are more emotionally expressive than men,24 experience 
emotions more intensely, tend to “hold onto” emotions longer, and display more frequent 
expressions of both positive and negative emotions, except anger.25 Many of these findings 
may, however, be due to differences in socialization and gender roles rather than sex.

The remaining influences on mood relate more to the circumstances of the moment 
and include time of day, day of the week, weather, stress level, the nature of the activity, 
amount of sleep and exercise the person has had, and blood sugar levels. We will examine 
each in more detail. While some, such as day of the week, are not under our control, others, 
such as getting adequate sleep and eating regularly, are. Controlling them may allow for 
better emotional regulation during the workday.

Time of Day  People vary in their moods by the time of day. However, research suggests 
most of us actually follow the same pattern, and the nature of this pattern may surprise 
you. Exhibit 4-2 illustrates moods analyzed from 509 million Twitter messages posted by 2.4 
million individuals across 84 countries.26 As you see, levels of positive affect are greatest in 
the evening, and lowest in the early morning, on most days of the week. Levels of negative 
affect are also highest in the overnight hours, but the lowest point is later in the morning 
than for positive affect.

Day of the Week  Are people in their best moods on the weekends? In most cultures 
that is true—for example, U.S. adults tend to experience their highest positive affect on 
Friday, Saturday, and Sunday, and their lowest on Monday.27 As shown in Exhibit 4-3, the 
trend tends to be true in several other cultures as well.

Weather  Many people believe their mood is tied to the weather. However, a fairly large 
and detailed body of evidence conducted by multiple researchers suggests weather has little 
effect, at least for most people.28 Some people do experience a medical condition called 
seasonal affect disorder, in which depressive moods are associated with the lowered light 
levels of the winter months. This occurs most frequently at northern latitudes and can 
often be addressed with the use of special lights.29 For others, however, the link between 
weather and mood is an illusory correlation, which occurs when we associate two events 
that in reality have no connection. This phenomenon explains why people tend to think 
nice weather improves their mood.

Stress  As you might imagine, stressful events at work (a nasty e-mail, an impending 
deadline, loss of a big sale, a reprimand from the boss) negatively affect moods. Even posi-
tive changes, such as planning a wedding or getting a promotion, can substantially increase 
overall stress levels. The effects of stress also build over time. Mounting stress can worsen 
our moods such that we experience more negative emotions. Although sometimes we 
thrive on stress, most of us find stress takes an emotional toll.

Social Activities  For most people, social activities increase positive moods and have lit-
tle effect on negative moods. The type of social interaction does appear to matter. Research 
suggests activities that are physical (skiing or hiking with friends), informal (going to a 
party), or epicurean (eating with others) are more strongly associated with increases in posi-
tive mood than events that are formal (attending a meeting) or sedentary (watching TV with 
friends).30 The personality of the individual is also relevant. Introverts, for example, may 
find large parties stress-inducing rather than stress relieving. They often prefer quieter social 
venues and interacting with fewer people, sometimes as few as two or three, at one time.31
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EXHIBIT 4-2  Time-of-Day Effects on Mood of U.S. Adults as Rated from Twitter 
Postings
Note: Based on analysis of U.S. Twitter postings and coding of words that represent positive feelings (delight, 

enthusiasm) and negative feelings (fear, guilt). Lines represent percent of total words in Twitter post that convey 

these moods.

Sources: Based on S. A. Golder and M. W. Macy, “Diumal and Seasonal Mood Vary with Work, Sleep, and 
Daylength Across Diverse Cultures,” Science 333 (2011), pp. 1878–1881; and A. Elejalde-Ruiz, “Seize the 
Day,” Chicago Tribune (September 5, 2012), accessed June 20, 2013 at http://articles.chicagotribune.com.

Sleep  Sleep quality affects mood, and increased fatigue puts workers at health risks of 
disease, injury, and depression.32 According to one study, poor sleep impairs job satisfaction 
because people feel fatigued, irritable, and less alert.33 This is a big problem, since according 
to researchers and public health specialists, 41 million U.S. workers are able to sleep less 
than six hours per night. Interestingly, Canadians seem somewhat better off. Data collected 

http://articles.chicagotribune.com


Once you have seen your personality profile, it is time to think about what it means. 
Remember that personality traits are not good or bad per se, but alignment between your 
personality and your job can help increase performance and satisfaction levels. Think care-
fully about your combination of traits. Do they suggest that you would be better off in a 
boisterous, fast-paced, and competitive job like field sales or public relations? Or perhaps 
you would be better suited to quiet, detail-oriented work, like accounting or programming? 
How sociable are you? Some people may enjoy work that makes extensive social demands, 
such as teaching, while others prefer to minimize social interaction, emphasizing technical 
and mechanical work. The key is not to try and fight your personality but to find the best 
fit that allows you to use your natural strengths to their best effect.

If you are unsure what personality type is best suited to a particular job, you can read 
research available from organizations such as the Canadian Human Resources Management 
Professional Association and you can talk with people already working in the occupation 
of interest.

Mini Case  The Personality Problem

Jasmine Patel, Director of Human Resource Management at Vertical Horizon, sat at her 
desk feeling completely perplexed. She was at a loss about how to handle a high-performing 
but socially disruptive employee, Rhett Stark.

Vertical Horizon was a software company in the Kitchener-Waterloo high tech corri-
dor. They had originally been known for their programming tools, tools that helped large 
teams of software developers work together effectively. Now, however, they were moving 
into other areas such as web content management. Since the company was in the midst of 
changing their focus and their product lines, it was critically important to have experi-
enced, high-performing sales representatives supporting the transition. If their new product 
line failed, it might well take the entire company down with it.

The sales team consisted of 12 outside (field) sales representatives and 6 inside repre-
sentatives who supported the outside reps. Each inside rep was responsible for lead genera-
tion and otherwise supporting the two outside sales reps assigned to them. In addition there 
was a sales manager who could be consulted on a day-to-day basis for advice and a VP Sales 
who was responsible for strategic initiatives. Most of the sales reps had been with the com-
pany for less than two years. In fact, even the Sales Manager and the VP Sales were rela-
tively new to the organization, and as a result they frequently consulted with Rhett to 
access his tacit knowledge about their products, customers, and strategies.

Rhett was an outside sales rep who had been with the company for over eight years, an 
extremely long time in the software world. He was the undisputed master of the sale. His 
natural charisma combined with strong product knowledge and excellent customer references 
helped him exceed his quota quarter after quarter. Unfortunately, Rhett’s success came with 
a significant downside. He was charming, brash, and confident, a natural leader who drew 
people to him like a magnet. People felt special around him, and would frequently comment 
that “when he talks to you he makes you feel like you are the most important and interesting 
person in the world.” It was what he did with those people afterwards that was the problem.

Rhett was the ringleader of a group of sales reps who would frequently work late, then 
go out drinking and partying together. This behaviour was supported and at times even 
funded by the VP Sales, who felt that this kind of behaviour made for a strong team. The 
nights spent clubbing and bar hopping together did seem to create a lot of cohesion within 
the work group, but it also had some negative effects.

Jasmine had overheard two male members of the sales team talking in the cafeteria. 
They were discussing stressful marital difficulties that had arisen as a result of their late 
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nights out drinking. “What kind of bothered me,” one said to the other, “is that when I told 
Rhett this was causing problems at home he just laughed. He was the one who kept con-
vincing me to stay out late! I know it is my own responsibility but you would think he 
would be more sympathetic.” In addition, a high-performing sales rep named Malcolm had 
come to talk with Jasmine. “It is pretty clear that Rhett has a lot of informal power around 
here,” he said, “everyone, even management, listens to him and does what he says. I’m 
worried because I’m not part of his ’pack.’ I don’t drink or go out with everyone; my church 
doesn’t believe in that sort of thing. Besides, I’d rather be home with my family. But Rhett 
makes fun of me behind my back all the time for being lame. Some other employees have 
told me how he gets everyone to laugh at me. The teasing and insults I could live with, 
what really bothers me is something else. Given his informal power in this department, how 
can I ever expect a fair chance at promotion?”

Most worrisome, however, was Rhett’s behaviour with female staff. Jasmine could not 
verify all the reports, but rumour had it that Rhett had slept with more than a dozen women 
in the office over the past eight years. Jasmine could verify two affairs, both with inside sales 
reps; one of them reported directly to Rhett. However, neither woman was interested in 
submitting a complaint. Jasmine had found out about the situation in another way. She had 
gone into the women’s washroom one day to find the two women crying together. It seems 
that they had just discovered that (1) Rhett was married with one child and his wife was 
pregnant with their second and (2) both of them had been dating him without knowing 
about the wife (Rhett kept his marriage quiet and had no family pictures on his desk and no 
wedding ring), or about each other. Making matters worse, one of the women was now preg-
nant with Rhett’s child. She was in extreme distress; she was a Catholic and already raising 
two children alone, and could not conceive of either aborting or raising three kids by herself. 
The second woman was more annoyed and angry than distressed, but, like Malcolm, she was 
extremely anxious about Rhett’s influence over her later career progression.

Nothing Rhett had done was illegal, and in the absence of formal complaints and 
evidence he could not be effectively disciplined for having personal relationships with 
direct reports. Jasmine had no authority to tell Rhett how to live his personal life, but it 
was clear that he was causing a lot of damage in the department. He also appeared to be 
completely unconcerned, even amused, by the swath of destruction left in his wake. 
Jasmine suspected he was a narcissist, perhaps even highly Machiavellian. But he was their 
best sales rep by far. How could she manage this difficult personality and still maintain a 
healthy working environment?

Discussion Questions

1.	 Do you agree with Jasmine’s assessment that Rhett is Machiavellian and a narcissist? 
Why or why not?

2.	 Assuming that Rhett is Machiavellian and a narcissist, what is the most effective way 
to minimize the damage he can do to other employees?

3.	 Assuming that you knew ahead of time that Rhett’s personality included the Dark 
Triad. Would you still hire him for a sales role? Why or why not?

Mini Case  �Interview Expectations and 
Cultural Confusion

Bao-Zhi walked home feeling disappointed yet again. He was sure the interviewer would 
not be calling him back for a second interview. He could tell she had been disappointed 
with his responses. But he was not sure why. The same thing had happened twice before, 
and he had trouble understanding it.
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Bao-Zhi had immigrated to Calgary with credentials as a mining engineer. He had 
earned a master’s degree in engineering from the second-highest-ranked school in China 
and had worked for a Chinese mining company for over a decade. During that time he had 
received excellent performance ratings and three promotions, an unusually fast career pro-
gression in his firm.

Once he had arrived in Canada, it had taken a full two years for his engineering cre-
dentials to be recognized. During that time he had taken on a series of temporary jobs doing 
simple tasks like packing orders in warehouses and cleaning offices. Now, his credentials 
recognized, he was eager to get back to his real career. He found it easy to get interviews; 
people with his skills were in high demand. But at the interviews, though, things seldom 
went well.

Bao-Zhi thought back to the questions he had been asked today. The interviewer had 
wanted to know about his achievements as a mining engineer back in China. Bao-Zho 
knew it would be rude to brag about how quickly he had been promoted, instead he talked 
about a team he had worked on. The entire team had reengineered some processes in a 
manner that had reduced pollution by 12.3 percent. Some of the key ideas had originally 
been Bao-Zhi’s, but since modesty was important he had talked about the performance of 
the whole team and did not single himself out. The interviewer had not seemed as 
impressed by their remarkable achievement as Bao-Zhi thought she would be.

Next the interviewer asked what he would do if he saw his manager making a mistake 
on some paperwork. This question concerned Bao-Zhi. Didn’t they hire competent manag-
ers? It seemed a strange thing to ask, but Bao-Zhi reiterated how important it was to support 
a manager. The mistake, if not crucial, could be ignored in order to save face. Once again 
the interviewer did not seem impressed. Bao-Zhi felt defeated. He thought getting his engi-
neering credentials recognized would launch a great career in Canada, but there were bar-
riers he never expected. The interviews were so different from what he expected. Would he 
ever give answers that made them want to hire him?

Discussion Questions

1.	 Why is Bao-Zhi struggling in his interviews?

2.	 Using Hofstede’s cultural values as a frame of reference, what cross-cultural communi-
cation barriers do you see operating here? Be specific.

3.	 Is there a way the interviewer might phrase her questions that would minimize cultural 
misunderstandings or biases? Explain your answer.

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
•	Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
•	PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
•	Study Plan: Check your understanding of chapter concepts with self-study quizzes.
•	Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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Any discussion of individual decision making must take 
into account the role of how we perceive people and 
situations. In this chapter, we will discuss various fact- 
ors in the individual decision-making process—factors  

like perception and biases that shape how we are likely 
to make decisions, and factors like ethics and creat- 
ivity that we should consider in order to make the best 
decisions.

After studying this chapter, you should be able to:

1	 Define perception, and explain the factors that influence it.

2	 Explain attribution theory, and describe the common 
shortcuts used in judging others.

3	 Explain the link between perception and decision 
making.

4	 Contrast the rational model of decision making with 
bounded rationality and intuition.

5	 Recognize common decision biases or errors and dis-
cuss how to avoid them.

6	 Evaluate how individual differences and organiza-
tional constraints affect decision making.

7	 Contrast the three ethical decision-making criteria and 
apply those criteria to day-to-day workplace decisions.

8	 Define creativity, and describe the three-stage model of 
creativity.

Chapter 6 
Perception and Individual Decision Making

Part 3  Making and Implementing Decisions
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What Is Perception?
Perception is a process by which individuals organize and interpret sensory impressions in 
order to give meaning to their environment. However, what we perceive can be substan-
tially different from objective reality. For example, all employees in a firm may view it as 
a great place to work—favourable working conditions, interesting job assignments, good 
pay, excellent benefits, understanding and responsible management—but, as most of us 
know, it’s very unusual to find such agreement. More commonly, people have very different 
impressions of their workplace even when their job tasks and working conditions are similar.

Why is perception important in the study of OB? Simply because people’s behaviour is 
based on their perception of what reality is, not on reality itself. As you’ve surely found in 
your own experiences, what we perceive can be substantially different from objective real-
ity. The world as it is perceived is the world that is behaviourally important. To understand what 
we have in common in our interpretations of reality, we need to begin with the factors that 
influence our perceptions.

Factors That Influence Perception
A number of factors shape and sometimes distort perception. These factors can reside in the 
perceiver; in the object, or target, being perceived; or in the situation in which the perception 
is made.

When you look at a target, your interpretation of what you see is influenced by your 
personal characteristics—attitudes, personality, motives, interests, past experiences, and 
expectations. For instance, if you expect police officers to be authoritative, you may per-
ceive them as such, regardless of their actual traits.

The characteristics of the target also affect what we perceive. Loud people are more 
likely to be noticed than quiet ones. So, too, are extremely attractive or unattractive indi-
viduals. Because we don’t look at targets in isolation, the relationship of a target to its 
background influences perception, as does our tendency to group close things and similar 
things together. We often perceive women, men, immigrants, Caucasians, Aboriginal 
people, Asians, or members of any other group that has clearly distinguishable characteris-
tics as alike in other, unrelated ways as well. We also have a broad tendency to perceive 
people who we think are similar to us in positive ways and people who we think are differ-
ent from us in negative ways.

Context matters, too. The time at which we see an object or event can influence our 
attention, as can location, light, heat, or situational factors. For instance, at a club on 
Saturday night you may not notice someone “decked out.” Yet that same person so attired 
for your Monday morning management class would certainly catch your attention. Neither 
the perceiver nor the target has changed between Saturday night and Monday morning, but 
the situation is different.

Social Perception: Making Judgments 
About Others
Now we turn to the application of perception concepts most relevant to OB—social percep-
tion, or the perceptions people form about each other. We begin with a discussion of attri-
bution theory, a construct that helps to explain how we form perceptions of other people.

Attribution Theory
Nonliving objects such as desks, machines, and buildings are subject to the laws of nature, 
but they have no beliefs, motives, or intentions. People do. When we observe people, we 

People have inherent biases in 
how they see others (perception) 
and in how they make decisions 
(decision making). We can better 
understand people by understand-
ing these biases.
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attempt to explain their behaviour. Our perception and judgment of a person’s actions are 
influenced by the assumptions we make about that person’s state of mind.

Attribution theory tries to explain the ways we judge people differently, depending on 
the meaning we attribute to a behaviour.1 It suggests that when we observe an individual’s 
behaviour, we attempt to determine whether it was internally or externally caused. That 
determination depends largely on three factors: (1) distinctiveness, (2) consensus, and  
(3) consistency. Let’s clarify the differences between internal and external causation, and 
then we’ll discuss the determining factors.

Internally caused behaviours are those an observer believes to be under the personal 
control of another individual. Externally caused behaviour is what we imagine the situation 
forced the individual to do. For example, if one of your employees is late for work, you 
might attribute that to his overnight partying and subsequent oversleeping. This is an 
internal attribution. But if you attribute his tardiness to an automobile accident that tied 
up traffic, you are making an external attribution.

Now let’s discuss the three determining factors. Distinctiveness refers to whether an 
individual displays different behaviours in different situations. Is the employee who arrives 
late today also one who regularly blows off other kinds of commitments? What we want to 
know is whether this behaviour is unusual. If it is, we are likely to give it an external attri-
bution. If it’s not, we will probably judge the behaviour to be internal.

If everyone who faces a similar situation responds in the same way, the behaviour 
shows consensus. The behaviour of our tardy employee meets this criterion if all employees 
who took the same form of transportation or route were also late. From an attribution per-
spective, if consensus is high, you would probably give an external attribution to the 
employee’s tardiness, whereas if other employees who took the same route made it to work 
on time, you would attribute his lateness to an internal cause.

Finally, an observer looks for consistency in a person’s actions. Does the person respond 
the same way over time? Coming in 10 minutes late for work is not perceived in the same 
way for an employee who hasn’t been late for several months as it is for an employee who 
is late three times a week. The more consistent the behaviour, the more we are inclined to 
attribute it to internal causes.

Exhibit 6-1 summarizes the key elements in attribution theory. It tells us, for instance, 
that if an employee, Katelyn, generally performs at about the same level on related tasks as 
she does on her current task (low distinctiveness); other employees frequently perform dif-
ferently—better or worse—than Katelyn on that task (low consensus); and Katelyn’s per-
formance on this current task is consistent over time (high consistency), anyone judging 
Katelyn’s work will likely hold her primarily responsible for her task performance (internal 
attribution).

Individual behaviour

External

Internal

External

Internal

Internal

External

Distinctiveness

Observation Attribution
of cause

High

Low

High

Low

High

Low

Interpretation

Consistency

Consensus

EXHIBIT 6-1  Attribution 
Theory
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One of the findings from attribution theory research is that errors or biases distort 
attributions. When we make judgments about the behaviour of other people, we tend to 
underestimate the influence of external factors and overestimate the influence of internal 
or personal factors.2 This fundamental attribution error can explain why a sales manager 
is prone to attribute the poor performance of her sales agents to laziness rather than to a 
competitor’s innovative product line. Individuals and organizations tend to attribute their 
own successes to internal factors such as ability or effort, while blaming failure on external 
factors such as bad luck or unproductive coworkers. People also tend to attribute ambiguous 
information as relatively flattering, accept positive feedback, and reject negative feedback. 
This is self-serving bias.3

The evidence on cultural differences in perception is mixed, but most suggests there 
are differences across cultures in the attributions people make.4 One study found Korean 
managers were less prone to self-serving bias—they tended to accept responsibility for 
group failure “because I was not a capable leader” instead of attributing failure to group 
members.5 On the other hand, in other research Asian managers are more likely to blame 
institutions or whole organizations, whereas Western observers believe individual managers 
should get blame or praise.6 That probably explains why U.S. newspapers feature the names 
of individual executives when firms do poorly, whereas Asian media cover how the firm as 
a whole has failed. This tendency to make group-based attributions also explains why indi-
viduals from Asian cultures are more likely to make group-based stereotypes.7 Attribution 
theory was developed based on experiments with U.S. and Western European workers. But 
the studies suggest caution in making attribution theory predictions in non-Western societ-
ies, especially in countries with strong collectivist traditions.

Differences in attribution tendencies don’t mean the basic concepts of attribution 
completely differ across cultures, though. Self-serving biases may be less common in East 
Asian cultures, but evidence suggests they still operate across cultures.8 Studies indicate 
Chinese managers assess blame for mistakes using the same distinctiveness, consensus, and 
consistency cues Western managers use.9 They also become angry and punish those deemed 
responsible for failure, a reaction shown in many studies of Western managers. This means 
the basic process of attribution applies across cultures, but that it takes more evidence for 
Asian managers to conclude that someone else should be blamed.

The concept of attribution theory significantly advances our understanding of people 
perception by helping us identify why we may draw certain conclusions from people’s 
behaviour. Having discussed social perception in particular, now let’s take a more general 
look at the common shortcuts we use to simplify our processing of others’ behaviour.

Common Shortcuts in Judging Others
The shortcuts for judging others often allow us to form perceptions rapidly and provide valid 
data for making predictions. However, shortcuts can and do sometimes result in significant 
distortions.

Selective Perception  Any characteristic that makes a person, an object, or an event 
stand out will increase the probability that we will perceive it. Why? Because it is impos-
sible for us to assimilate everything we see; we can take in only certain stimuli. Thus, you 
are more likely to notice cars like your own, and your boss may reprimand some people and 
not others doing the same thing. Because we can’t observe everything going on around 
us, we use selective perception. But we don’t choose randomly. We select according to 
our interests, background, experience, and attitudes. Selective perception allows us to 
speed-read others, but not without the risk of drawing an inaccurate or incomplete picture. 
Seeing what we want to see, we can draw unwarranted conclusions from an ambiguous 
situation.
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Halo Effect  When we draw an impression about an individual on the basis of a single 
characteristic, such as intelligence, sociability, or appearance, a halo effect is operating.10 
The halo effect was confirmed in a classic study in which subjects were given a list of traits 
such as intelligent, skillful, practical, industrious, determined, and warm and asked to 
evaluate the person to whom those traits applied.11 With these qualities in mind, subjects 
also then judged the person to be wise, humorous, popular, and imaginative. When the 
same list substituted the word “cold” for “warm,” a completely different picture emerged; 
subjects did not judge the person as holding positive qualities. Clearly, the subjects were 
allowing a single trait to influence their overall impression of the person they were judging. 
As managers, we need to be careful not to draw inferences from small clues.

Contrast Effects  An adage among entertainers is “Never work with kids or animals.” 
Why? Audiences love children and animals so much that you’ll look bad in comparison. 
This example demonstrates how a contrast effect can distort perceptions. We don’t evalu-
ate a person in isolation. Our reaction is influenced by other persons we have recently 
encountered.

Social Identity Effects  Social identity theory is a psychological theory of the social 
self, intergroup relations, and group processes. It was originally developed by Tajfel and 
Turner, and has since been validated in hundreds of studies.12 The basic premise is that 
social category membership defines the individual, at least in part. People belong to many 
social categories that vary in importance to them (for example, ethnic, professional, reli-
gious, special-interest), and each comes with norms defining how one should think, feel, 
and behave. Since social identities are evaluative, there is a profound need for the indi-
vidual to feel that their in-group(s) are superior to the relevant out-group(s). Out-group 
members are depersonalized to maximize the difference between in-group members and 
out-group members.13 For example, students living in one residence may come to feel that 
their residence is the “best” and may believe that the smartest and most socially engaging 
students live there. Members of one department, such as sales or production, may believe 
that they work harder and contribute more to the company than the other departments. 
Members of a particular faith may feel that their religion is superior to all others. Thus, 
social identities encourage the type of categorization and self-enhancement that leads to 
stereotyping and the discounting of those perceived as different.

Stereotyping  When we judge someone on the basis of our perception of the group to 
which he belongs, we are stereotyping.14

We deal with an unmanageable number of stimuli from our complex world by using 
heuristics or stereotypes to make decisions quickly. For example, it does make sense to 
assume that Allison from finance will be able to help you figure out a forecasting problem. 
The problem occurs when we generalize inaccurately or too much. In organizations, we 
frequently hear comments that represent stereotypes based on gender, age, race, religion, 

Social identity effects can be 
observed all around us. Notice, 
for example, that although 
ethnic groups are mingling in 
this cafeteria, people still tend 
to sit with others from their 
own ethnic group.

Ariel Skelley/Blend Images/Getty Images
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ethnicity, and even weight (see Chapter 2):15 “Men aren’t interested in childcare,” “Older 
workers can’t learn new skills,” “Aboriginals are lazy and do not want to work,” “Asian 
immigrants are hardworking and conscientious.” Research suggests stereotypes operate 
emotionally and often below the level of conscious awareness, making them particularly 
hard to challenge and change.16

Stereotypes can be deeply ingrained and powerful enough to influence life-and-death 
decisions. In one infamous recent example, Brian Sinclair, an Aboriginal and a 45-year-old 
double amputee confined to a wheelchair, was ignored for 34 hours in a Winnipeg emer-
gency room. He died while waiting, an entirely preventable death given the nature of the 
health condition he sought treatment for. An inquest found that neglect of his healthcare 
needs was influenced in part by stereotypes about Aboriginals, homeless people, and their 
usage of health services.17 One study found that students who read scenarios describing 
leaders tended to assign higher scores for leadership potential and effective leadership to 
Whites than to minorities even though the content of the scenarios was equivalent, sup-
porting the idea of a stereotype of Whites as better leaders.18

One problem of stereotypes is that they are widespread generalizations, though they 
may not contain a shred of truth when applied to a particular person or situation. We have 
to monitor ourselves to make sure we’re not unfairly applying a stereotype in our evalua-
tions and decisions. Stereotypes are an example of the warning “The more useful, the more 
danger from misuse.”

It should be obvious by now that our perceptions, many of which are near-instantaneous 
and without conscious deliberation, colour our outlook. Sometimes our perceptions have 
little impact on anyone, but more often our perceptions greatly influence our decisions. 
The first step toward increasing the effectiveness of organizational decision making is to 
understand the process on an individualized level, discussed next.

The Link Between Perception and 
Individual Decision Making
Individuals make decisions, choices from among two or more alternatives. Ideally, deci-
sion making would be an objective process, but the way individuals make decisions and 
the quality of their choices are largely influenced by their perceptions. Individual decision 
making is an important factor of behaviour at all levels of an organization. Top managers 
determine their organization’s goals, what products or services to offer, how best to finance 
operations, or where to locate a new manufacturing plant. Middle- and lower-level manag-
ers set production schedules, select new employees, and decide how to allocate pay raises. 
Organizations sometimes give their nonmanagerial employees decision-making authority 
historically reserved for managers alone, but even in traditional settings, nonmanagerial 
employees make decisions that affect the organization.

Decision making occurs as a reaction to a problem.19 That is, a discrepancy exists 
between the current state of affairs and some desired state, requiring us to consider alterna-
tive courses of action. If your car breaks down and you rely on it to get to work, you have 
a problem that requires a decision on your part. Unfortunately, most problems do not come 
neatly labeled as such. One person’s problem is another person’s satisfactory state of affairs. 
One manager may view her division’s 2 percent decline in quarterly sales to be a serious 
problem requiring immediate action on her part. Her counterpart in another division, who 
also had a 2 percent sales decrease, might consider that quite acceptable. So awareness that 
a problem exists and that a decision might or might not be needed is a perceptual issue.

Every decision requires us to interpret and evaluate information. We typically receive 
data from multiple sources we need to screen, process, and interpret. Which data are 
relevant to the decision, and which are not? Our perceptions will answer that question. We 
also need to develop alternatives and evaluate their strengths and weaknesses. Again, our 
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perceptual process will affect the final outcome. Throughout the decision-making process, 
perceptual errors often surface that can bias analyses and conclusions.

Decision Making in Organizations
Business schools train students to follow rational decision-making models. While such 
rationalistic models have merit, they don’t always describe how people actually make deci-
sions. OB improves the way we make decisions in organizations by addressing the decision-
making errors people commit in addition to the perception errors we’ve discussed. First, we 
will describe some decision-making constructs, and then we will describe a few of the most 
common errors.

The Rational Model, Bounded Rationality, and Intuition
In OB, there are generally accepted constructs of decision making each of us employ to 
make determinations: rational decision making, bounded rationality, and intuition. Though 
their processes make sense, they may not lead to the most accurate (or best) decisions. More 
importantly, there are times when one strategy may lead to a better outcome than another 
in a given situation.

Rational Decision Making  We often think the best decision maker is rational and 
makes consistent, value-maximizing choices within specified constraints.20 These deci-
sions often follow a six-step rational decision-making model.21 The six steps are listed in 
Exhibit 6-2.

The rational decision-making model assumes that the decision maker has complete 
information, is able to identify all the relevant options in an unbiased manner, and chooses 
the option with the highest utility.22 In reality, though, most decisions don’t follow the 
rational model; people are usually content to find an acceptable or reasonable solution to 
a problem rather than an optimal one. We tend to limit our choices to the neighbourhood 
of the problem’s symptom and the current alternative at hand. As one expert in decision 
making put it, “Most significant decisions are made by judgment, rather than by a defined 
prescriptive model.”23 Unfortunately, people are remarkably unaware of making suboptimal 
decisions.24

Bounded Rationality  Often, we don’t follow the rational decision-making model 
because our limited information-processing capability makes it impossible to assimilate all 
the information necessary to optimize.25 Many problems don’t have an optimal solution 
because they are too complicated to fit the rational decision-making model, so people 
satisfice—they seek solutions that are “satisfactory and sufficient.” We tend to reduce com-
plex problems to a level we can readily understand. When you considered which college or 
university to attend, did you look at every viable alternative? Did you carefully identify all 
the criteria that were important in your decision? Did you evaluate each alternative against 
the criteria in order to find the optimal college? The answers are probably no. Don’t feel 
bad; few people make their college choice this way. Instead of optimizing, you probably 
satisficed.

EXHIBIT 6-2   
Steps in Rational 
Decision-Making Model

1.  Define the problem.
2.  Identify the decision criteria.
3.  Allocate weights to the criteria.
4.  Develop the alternatives.
5.  Evaluate the alternatives.
6.  Select the best alternative.
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Perceptual and decision-making 
biases and heuristics are not 
necessarily bad. They allow us to 
process information more quickly 
and efficiently. The key is to be 
self-aware enough to see when a 
bias or shortcut may be counter-
productive.

Because the human mind cannot formulate and solve complex problems with full 
rationality, we operate within the confines of bounded rationality. We construct simplified 
models that extract the essential features from problems without capturing all their com-
plexity.26 We can then behave rationally within the limits of the simple model.

How does bounded rationality work for the typical individual? Once we’ve identified a 
problem, we begin to search for criteria and alternatives. The criteria are unlikely to be exhaus-
tive. We identify alternatives that are highly visible and that usually represent familiar criteria 
and tried-and-true solutions. Next, we begin reviewing the alternatives, focusing on choices 
that differ little from the current state until we identify one that is “good enough”—that meets 
an acceptable level of performance. Thus ends our search. Therefore, the solution represents 
a satisficing choice—the first acceptable one we encounter—rather than an optimal one.

Satisficing is not always bad—a simple process may frequently be more sensible than 
the traditional rational decision-making model.27 To use the rational model, you need to 
gather a great deal of information about all the options, compute applicable weights, and 
then calculate values across a huge number of criteria. All these processes can cost time, 
energy, and money. If there are many unknown weights and preferences, the fully rational 
model may not be any more accurate than a best guess. Sometimes a fast-and-frugal process 
of solving problems might be your best option.

Intuition  Perhaps the least rational way of making decisions is intuitive decision mak-
ing, a non-conscious process created from distilled experience.28 Intuitive decision making 
occurs outside conscious thought; relies on holistic associations, or links between disparate 
pieces of information; is fast; and is affectively charged, meaning it engages the emotions.29

While intuition isn’t rational, it isn’t necessarily wrong. Nor does it always contradict 
rational analysis; the two can complement each other. Nor is intuition superstition, or the 
product of some magical or paranormal sixth sense. Intuition is complex and based on years 
of experience and learning.

Does intuition help effective decision making? Researchers are divided, but most 
experts are skeptical, in part because intuition is hard to measure and analyze. Probably the 
best perspective is what one expert has offered: “Intuition can be very useful as a way of 
setting up a hypothesis but is unacceptable as ‘proof.’” Use hunches derived from your 
experience to speculate, yes, but always make sure to test those hunches with objective data 
and rational, dispassionate analysis.30

As you can see, the more objective processes for decision making we use may correct 
some of the problems with our perceptual process. Just as there are biases and errors in the 
perceptual process, it stands to reason there are identifiable biases and errors in our decision 
making, which we will outline next.

Common Biases and Errors  
in Decision Making
Decision makers engage in bounded rationality, but they also allow systematic biases and 
errors to creep into their judgments.31 To minimize effort and avoid trade-offs, people tend 
to rely too heavily on experience, impulses, gut feelings, and rules of thumb. Shortcuts can 
be helpful; however, they can distort rationality. Following are the most common biases in 
decision making. Exhibit 6-3 provides some suggestions for how to avoid falling into these 
biases and errors.

Overconfidence Bias
Recent research continues to conclude that we tend to be overconfident about our abil-
ities and about the abilities of others, and that we are usually not aware of this bias.32  
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It’s been said that “no problem in judgment and decision making is more prevalent and 
more potentially catastrophic than overconfidence.”33 When we’re given factual questions 
and asked to judge the probability that our answers are correct, we tend to be overly opti-
mistic. When people say they’re 90 percent confident about the range a certain number 
might take, their estimated ranges contain the correct answer only about 50 percent of the 
time—and experts are no more accurate than novices in setting up confidence intervals.34

Individuals whose intellectual and interpersonal abilities are weakest are most likely to 
overestimate their performance and ability.35 There’s also a negative relationship between 
entrepreneurs’ optimism and performance of their new ventures: the more optimistic, the 
less successful.36 The tendency to be too confident about their ideas might keep some from 
planning how to avoid problems that arise.

Anchoring Bias
Anchoring bias is a tendency to fixate on initial information and fail to adequately adjust 
for subsequent information.37 In other words, our mind appears to give a disproportionate 
amount of emphasis to the first information it receives. Anchors are widely used by people 
in professions in which persuasion skills are important—advertising, management, politics, 
real estate, and law. Anytime a negotiation takes place, so does anchoring. When a prospec-
tive employer asks how much you made in your prior job, your answer typically anchors the 
employer’s offer. (Remember this when you negotiate your salary, but set the anchor only 
as high as you truthfully can.) The more precise your anchor, the smaller the adjustment. 
Some research suggests people think of making an adjustment after an anchor is set as 
rounding off a number: If you suggest a salary of $55,000, your boss will consider $50,000 to 

EXHIBIT 6-3  

Reducing Bias and Errors

Source: Robbins, Stephen P., 
Decide And Conquer: Make Winning 
Decisions And Take Control Of Your 
Life, 1st Ed., © 2004, pp.164–168. 
Reprinted and Electronically repro-
duced by permission of Pearson 
Education, Inc., New York, NY.

Focus on goals.

Without goals, you can’t be rational, you don’t know what information you need, you don’t 
know which information is relevant and which is irrelevant, you’ll find it difficult to choose 
between alternatives, and you’re far more likely to experience regret over the choices you 
make. Clear goals make decision making easier and help you eliminate options that are incon-
sistent with your interests.

Look for information that disconfirms your beliefs.

One of the most effective means for counteracting overconfidence and the confirmation and 
hindsight biases is to actively look for information that contradicts your beliefs and assump-
tions. When we overtly consider various ways we might be wrong, we challenge our tendencies 
to think we’re smarter than we actually are.

Don’t try to create meaning out of random events.

The educated mind has been trained to look for cause-and-effect relationships. When some-
thing happens, we ask why. And when we can’t find reasons, we often invent them. You have 
to accept that there are events in life outside your control. Ask yourself whether patterns can 
be meaningfully explained or whether they are merely coincidence. Don’t attempt to create 
meaning out of coincidence.

Increase your options.

No matter how many options you’ve identified, your final choice can be no better than the best 
of the option set you’ve selected. This argues for increasing your decision alternatives and for 
using creativity in developing a wide range of diverse choices. The more alternatives you can 
generate, and the more diverse those alternatives, the greater your chance of finding an out-
standing one.
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$60,000 a reasonable range for negotiation, but if you mention $55,650, your boss is more 
likely to consider $55,000 to $56,000 the range of likely values.38

Confirmation Bias
The rational decision-making process assumes we objectively gather information. But we 
don’t. We selectively gather it. Confirmation bias represents a case of selective perception: 
we seek out information that reaffirms our past choices, and we discount information that 
contradicts them.39 We also tend to accept at face value information that confirms our 
preconceived views, while we are skeptical of information that challenges them. Therefore, 
the information we gather is typically biased toward supporting views we already hold. We 
even tend to seek sources most likely to tell us what we want to hear, and we give too much 
weight to supporting information and too little to contradictory. We are most prone to 
confirmation bias when we believe we have good information and have strong opinions. 
Fortunately, those who feel there is a need to be accurate in making a decision are less prone 
to confirmation bias.

Availability Bias
More people fear flying than fear driving in a car. But if flying on a commercial airline were 
as dangerous as driving, the equivalent of two 747s filled to capacity would crash every 
week, killing all aboard. Because the media give more attention to air accidents, we tend to 
overstate the risk of flying and understate the risk of driving.

Availability bias is our tendency to base judgments on information readily available. 
Recent research indicates that a combination of readily available information and our 
previous direct experience with similar information is particularly impactful to our decision 
making. Events that evoke emotions, that are particularly vivid, or that are more recent 
tend to be more available in our memory, leading us to overestimate the chances of unlikely 
events such as being in an airplane crash, suffering complications from medical treatment, 
or getting fired.40 Availability bias can also explain why managers give more weight in 
performance appraisals to employee behaviours on which they took notes—even if those 
notes represent a small sample of all the employee’s actions.

Escalation of Commitment
Another distortion that creeps into decisions is a tendency to escalate commitment, often 
for increasingly nonrational reasons.41 Escalation of commitment refers to our staying with 
a decision even if there is clear evidence it’s wrong. Consider a friend who has been dating 
someone for several years. Although he admits things aren’t going too well, he says he is still 
going to marry her. His justification: “I have a lot invested in the relationship!”

When is escalation most likely to occur? Evidence indicates that it occurs when indi-
viduals view themselves as responsible for the outcome. The fear of personal failure even 
biases the way we search for and evaluate information so that we choose only information 
that supports our dedication. We might, for example, weight opinions in favour of reinvest-
ment as more credible than opinions for divestment.42

Risk Aversion
Mathematically, we should find a 50–50 flip of the coin for $100 to be worth as much as a 
sure promise of $50. After all, the expected value of the gamble over a number of trials is 
$50. However, nearly everyone but committed gamblers would rather have the sure thing 
than a risky prospect.43 For many people, a 50–50 flip of a coin even for $200 might not be 
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worth as much as a sure promise of $50, even though the gamble is mathematically worth 
twice as much! This tendency to prefer a sure thing over a risky outcome is risk aversion.

Risk aversion can be harmful or beneficial depending on the context. Being risk-averse 
is considered a form of bias when our risk perceptions are substantially misaligned with 
objective reality. Risk aversion has important implications for management practice. To 
offset the risks inherent in a commission-based wage, companies pay commissioned employ-
ees considerably more than they do those on straight salaries. Risk-averse employees will 
stick with the established way of doing their jobs, rather than taking a chance on innova-
tive methods. Sticking with a strategy that has worked in the past minimizes risk, but it will 
lead to stagnation. Ambitious people with power that can be taken away (most managers) 
appear to be especially risk-averse, perhaps because they don’t want to lose on a gamble 
everything they’ve worked so hard to achieve.44 CEOs at risk of termination, too, are espe-
cially risk-averse, even when a riskier investment strategy is in their firms’ best interests.45

Hindsight Bias
Hindsight bias is the tendency to believe falsely, after the outcome is known, that we would 
have accurately predicted it.46 When we have feedback on the outcome, we seem good at 
concluding it was obvious.

For instance, the home video rental industry collapsed when online distribution out-
lets ate away at the market.47 Hollywood Video declared bankruptcy in May 2010 and 
began liquidating its assets; Blockbuster filed for bankruptcy in September 2010. Some have 
suggested that if these organizations had leveraged their brand and distribution resources 
effectively, developed web-based delivery sooner, as Netflix did, and added low-cost distri-
bution in grocery and convenience stores, which Redbox offers, they could have avoided 
failure. While that seems obvious now in hindsight, tempting us to think we would have 
predicted it, many experts with good information failed to predict these two major trends 
that would upend the industry. After the fact, it is easy to see that a combination of auto-
mated and mail-order distribution would outperform the traditional brick-and-mortar 
movie rental business. Though criticisms of decision makers may have merit, as Malcolm 
Gladwell, author of Blink and The Tipping Point, writes, “What is clear in hindsight is rarely 
clear before the fact.”48

We are all susceptible to biases like hindsight bias, but are we all susceptible to the 
same degree? Much of OB research centres on answering this type of question. Our indi-
vidual differences do play a significant role in our decision-making processes, while our 
organizations constrain the range of our available decision choices.

Organizational Constraints  
on Decision Making
Having examined the rational decision-making model, bounded rationality, and some of 
the most salient biases and errors in decision making, we turn now to a discussion of organi-
zational constraints. Organizations can constrain decision makers, creating deviations from 
the rational model. Managers shape decisions to reflect the organization’s performance eval-
uation and reward systems, to comply with formal regulations, and to meet organizationally 
imposed time constraints. Precedent can also influence decisions.

Performance Evaluation
Managers are influenced by the criteria on which they are evaluated. If a division man-
ager believes the manufacturing plants under her responsibility are operating best when she 
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hears nothing negative, we would find her plant managers spending a good part of their time 
ensuring that negative information doesn’t reach her.

Reward Systems
The organization’s reward system influences decision makers by suggesting which choices 
have better personal payoffs. If the organization rewards risk aversion, managers are more 
likely to make conservative decisions. For instance, for over half a century (the 1930s 
through the mid-1980s), General Motors consistently gave promotions and bonuses to 
managers who kept a low profile and avoided controversy. Their executives became adept 
at dodging tough issues and passing controversial decisions on to committees, which detri-
mentally influenced the organization over time.

Formal Regulations
David, a shift manager at a Taco Bell restaurant in Halifax, describes constraints he faces on 
his job: “I’ve got rules and regulations covering almost every decision I make—from how to 
make a burrito to how often I need to clean the restrooms. My job doesn’t come with much 
freedom of choice.” David’s situation is not unique. All but the smallest organizations create 
rules and policies to program decisions and get individuals to act in the intended manner. In 
doing so, they limit decision choices.

Government regulations also impact the decisions made by individuals within organi-
zations. For example, federal equity legislation may limit an organization’s ability to deter-
mine individual salaries as they see fit. Both federal human rights and provincial 
employment standards legislation influence recruitment and selection processes. Many 
Aboriginal bands have also complained about legislated constraints put on their treaty 
rights and ability to self-govern, which in some cases limits their ability to leverage eco-
nomic opportunities and choose culturally appropriate ways to deal with social problems.49

System-Imposed Time Constraints
Almost all important decisions come with explicit deadlines. A report on new-product 
development may have to be ready for executive committee review by the first of the 
month. Such conditions often make it difficult, if not impossible, for managers to gather all 
the information before making a final choice.

Historical Precedents
Decisions aren’t made in a vacuum; they have a context. Individual decisions are points in 
a stream of choice; those made in the past are like ghosts that haunt and constrain current 
choices. It’s common knowledge that the largest determinant of the size of any given year’s 
budget is last year’s budget. Choices made today are largely a result of choices made over 
the years.

What About Ethics in Decision Making?
Ethical considerations should be an important criterion in all organizational decision mak-
ing. In this section, we present three ways to frame decisions ethically.50 Managers also need 
to understand the important role creativity should play in the decision process; the best 
managers employ strategies to increase the creative potential of their employees and harvest 
the ideas for organizational application.
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Three Ethical Decision Criteria
The first ethical yardstick is utilitarianism, which proposes making decisions solely on the 
basis of their outcomes, ideally to provide the greatest good for the greatest number. This 
view dominates business decision making. It is consistent with goals such as efficiency, pro-
ductivity, and high profits.

Another ethical criterion is to make decisions consistent with fundamental liberties 
and privileges, as set forth in documents such as the Canadian Charter of Rights and 
Freedoms. An emphasis on rights in decision making means respecting and protecting the 
basic rights of individuals, such as the right to religious freedom, free speech, and equal 
treatment. This criterion protects whistle-blowers when they reveal an organization’s 
unethical practices to the press or government agencies using their right of free speech.

A third criterion is to impose and enforce rules fairly and impartially to ensure justice 
or an equitable distribution of benefits and costs. Union members typically favour this view, 
because it justifies paying people the same wage for a given job regardless of performance 
differences, and using seniority as the primary determination in layoff decisions.

Each criterion has advantages and liabilities. A focus on utilitarianism promotes effi-
ciency and productivity, but it can sideline the rights of some individuals, particularly those 
with minority representation. The use of rights protects individuals from injury and is 
consistent with freedom and privacy, but it can create a legalistic environment that hinders 
productivity and efficiency. A focus on justice protects the interests of the underrepre-
sented and less powerful, but it can encourage a sense of entitlement that reduces risk tak-
ing, innovation, and productivity.

Decision makers, particularly in for-profit organizations, often feel comfortable with 
utilitarianism. The “best interests” of the organization and its stockholders can justify a lot 
of questionable actions, such as large layoffs or polluting production practices. But many 
critics feel this perspective needs to change. Public concern about individual rights and 
social justice suggests managers should develop ethical standards based on nonutilitarian 
criteria. This presents a challenge, because satisfying individual rights and social justice 
creates far more ambiguities than utilitarian effects on efficiency and profits. However, 
while raising prices, selling products with questionable effects on consumer health, closing 
down inefficient plants, laying off large numbers of employees, and moving production 
overseas to cut costs can be justified in utilitarian terms, there may no longer be a single 
measure by which good decisions are judged.

Increasingly, researchers are turning to behavioural ethics—an area of study that ana-
lyzes how people behave when confronted with ethical dilemmas. Their research tells us 
that while ethical standards exist collectively (society and organizations) and individually 

Human rights tribunals are an 
interesting place to evaluate 
ethical decision-making behav-
iours. Investigating a few past 
cases can help you identify 
how social identity effects and 
stereotyping often contribute to 
the kind of discrimination that 
gives rise to complaints. You 
can also see the detailed crite-
ria used by the tribunal mem-
bers when making their 
ruling—a decision with lasting 
impact on multiple parties.
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(personal ethics), individuals do not always follow ethical standards promulgated by their 
organizations, and we sometimes violate our own standards. Our ethical behaviour varies 
widely from one situation to the next.

Creativity in Organizations
Although the rational decision-making model will often improve decisions, a decision 
maker also needs creativity, the ability to produce novel and useful ideas. Novel ideas are 
different from what’s been done before but are appropriate for the problem.

Although all aspects of organizational behaviour have complexities, that is especially 
true for creativity. To simplify, Exhibit 6-4 provides a three-stage model of creativity in 
organizations. The core of the model is creative behaviour, which has both causes (predictors 
of creative behaviour) and effects (outcomes of creative behaviour). In this section, we 
discuss the three stages of creativity, starting with the centre, creative behaviour.

Creative Behaviour
Creative behaviour occurs in four steps, each of which leads to the next:

1.	 Problem formulation. Any act of creativity begins with a problem that the behaviour 
is designed to solve. Thus, problem formulation is defined as the stage of creative 
behaviour in which we identify a problem or opportunity that requires a solution as 
yet unknown. For example, artist/entrepreneur Marshall Carbee and businessperson 
John Bennett founded Eco Safety Products after discovering that even paints declared 
safe by the U.S. Environmental Protection Agency (EPA) emit hazardous chemical 
compounds. Thus, Bennett’s development of artist-safe soy-based paint began with 
identifying a safety problem with paints currently on the market.51

2.	 Information gathering. Given a problem, the solution is rarely directly at hand. We 
need time to learn more and to process that learning. Thus, information gathering is 
the stage of creative behaviour when possible solutions to a problem incubate in an 
individual’s mind. Niklas Laninge of Hoa’s Tool Shop, a Stockholm-based company 
that helps organizations become more innovative, argues that creative information 
gathering means thinking beyond usual routines and comfort zones. For example, 
have lunch with someone outside your field to discuss the problem. “It’s so easy, and 
you’re forced to speak about your business and the things that you want to accomplish 
in new terms. You can’t use buzzwords because people don’t know what you mean,” 
Laninge says.52

3.	 Idea generation. Once we have collected the relevant information, it is time to trans-
late knowledge into ideas. Thus, idea generation is the process of creative behaviour 

EXHIBIT 6-4  Three-Stage 
Model of Creativity in 
Organizations

Creative outcomes (Innovation)

Novelty Usefulness

Creative behaviour

Problem formulation Information gathering Idea generation Idea evaluation

Causes of creative behaviour

Creative potential Creative environment
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in which we develop possible solutions to a problem from relevant information and 
knowledge. Increasingly, idea generation is collaborative. For example, technology 
company HeroX is currently working with the accounting firm MNP LLP and a 
panel of Canadian healthcare experts to crowdsource ideas to improve health among 
Aboriginal populations, particularly those living on remote reserves. MNP LLP have 
funded $30,000 in prizes, to be awarded for the best and most workable ideas. While 
they anticipate that most ideas will come from industry professionals and established 
researchers, the public and in particular members of Aboriginal communities who are 
not among those experts will also be encouraged to participate because they bring a 
different and important set of knowledge to the table—including first-hand knowledge 
of conditions and processes at the sites of interest.53

4.	 Idea evaluation. Finally, it’s time to choose from the ideas we have generated. Thus, 
idea evaluation is the process of creative behaviour in which we evaluate potential 
solutions to identify the best one. Sometimes the method of choosing can be innova-
tive. When Dallas Mavericks owner Mark Cuban was unhappy with the team’s uni-
forms, he asked fans to help design and choose the best uniform. Cuban said, “What’s 
the best way to come up with creative ideas? You ask for them. So we are going to 
crowd source the design and colours of our uniforms.”54 Generally, you want those 
who evaluate ideas to be different from those who generate them, to eliminate the 
obvious biases.

Causes of Creative Behaviour
Having defined creative behaviour, the main stage in the three-stage model, we now look 
back to the causes of creativity: creative potential and creative environment.

Creative Potential  Is there such a thing as a creative personality? Indeed. While 
creative genius—whether in science (Albert Einstein), art (Pablo Picasso), or business 
(RIM’s Jim Balsillie)—is scarce, most people have some of the characteristics shared by 
exceptionally creative people. The more of these characteristics we have, the higher our 
creative potential.

Intelligence is related to creativity. Smart people are more creative because they are 
better at solving complex problems. However, intelligent individuals may also be more 
creative because they have greater “working memory”; that is, they can recall more infor-
mation related to the task at hand.55

The Big Five personality trait of openness to experience (see Chapter 5) correlates 
with creativity, probably because open individuals are less conformist in action and more 
divergent in thinking.56 Other traits of creative people are proactive personality, self-
confidence, risk taking, tolerance for ambiguity, and perseverance.57

Expertise is the foundation for all creative work, and is thus the single most important 
predictor of creative potential. Film writer, producer, and director Quentin Tarantino spent 
his youth working in a video rental store, where he built up an encyclopedic knowledge of 
movies. The potential for creativity is enhanced when individuals have abilities, knowl-
edge, proficiencies, and similar expertise to their field of endeavour. For instance, you 
wouldn’t expect someone with minimal knowledge of programming to be very creative as 
a software engineer.

Creative Environment  Most of us have creative potential we can learn to apply, but 
as important as creative potential is, by itself it is not enough. We need to be in an envi-
ronment in which creative potential can be realized. What environmental factors affect 
whether creative potential translates into creative behaviours?

First and perhaps most important is motivation. If you aren’t motivated to be creative, it 
is unlikely you will be. A review of 26 studies revealed that intrinsic motivation, or the desire 
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to work on something because it’s interesting, exciting, satisfying, and challenging (discussed 
in more detail in Chapter 7), correlates fairly strongly with creative outcomes. This link is 
true regardless of whether we are talking about student creativity or employee creativity.58

It is also valuable to work in an environment that rewards and recognizes creative 
work. The organization should foster the free flow of ideas, including providing fair and 
constructive judgment. Freedom from excessive rules encourages creativity; employees 
should have the freedom to decide what work is to be done and how to do it. One study of 
385 employees working for several drug companies in China revealed that both structural 
empowerment (in which the structure of the work unit allows sufficient employee freedom) 
and psychological empowerment (which lets the individual feel personally empowered) 
were related to employee creativity.59

Creative Outcomes (Innovation)
The final stage in our model of creativity is the outcome. Creative behaviour does not 
always produce a creative or innovative outcome. An employee might generate a creative 
idea and never share it. Management might reject a creative solution. Teams might squelch 
creative behaviours by isolating those who propose different ideas. One study showed that 
most people have a bias against accepting creative ideas because ideas create uncertainty. 
When people feel uncertain, their ability to see any idea as creative is blocked.60

We can define creative outcomes as ideas or solutions judged novel and useful by rele-
vant stakeholders. Novelty itself does not generate a creative outcome if it isn’t useful. 
Thus, “off-the-wall” solutions are creative only if they help solve the problem. The useful-
ness of the solution might be self-evident (the iPad), or it might be considered successful 
by stakeholders before the actual success can be known.61

Creative ideas do not implement themselves; translating them into creative outcomes 
is a social process that requires utilizing other concepts addressed in this text, including 
power and politics, leadership, and motivation.

Summary

•	 Individuals base their behaviour not on the way their external environment actually 
is, but rather on the way they see it or believe it to be.

•	 Individuals often make errors in perception due to common biases and mental short-
cuts including self-serving biases, social identity effects, and stereotyping.

•	 An understanding of the way people make decisions can help us explain and predict 
behaviour, and also avoid common decision-making errors.

•	 Few important decisions are simple or unambiguous enough for the rational model’s 
assumptions to fully apply. We find individuals looking for solutions that satisfice 
rather than optimize, injecting biases and prejudices into the decision-making process, 
and relying on intuition.

•	 Given the difficulties of making optimal decisions it becomes especially important to 
consider the ethics of our decisions: utilitarian, rights-based, and justice approaches 
can help with this.

•	 Managers should encourage creativity in employees and teams to create a route to 
innovative decision making.



Implications for Managers
•	 Behaviour follows perception, so to influence behaviour at work, assess how people 

perceive their work. Often behaviours we find puzzling can be explained by under-
standing the initiating perceptions.

•	 Make better decisions by recognizing perceptual biases and decision-making errors we 
tend to commit. Learning about these problems doesn’t always prevent us from making 
mistakes, but it does help.

•	 Adjust your decision-making approach to the national culture you’re operating in and 
to the criteria your organization values. If you’re in a country that doesn’t value ratio-
nality, don’t feel compelled to follow the decision-making model or to try to make your 
decisions appear rational. Adjust your decision approach to ensure compatibility with 
the organizational culture.

•	 Combine rational analysis with intuition. These are not conflicting approaches to 
decision making. By using both, you can actually improve your decision-making effec-
tiveness.

•	 Try to enhance your creativity. Actively look for novel solutions to problems, attempt 
to see problems in new ways, use analogies, and hire creative talent. Try to remove 
work and organizational barriers that might impede your creativity.

Breakout Question for Group Discussion
What personal habits might you adopt today that would help increase the accuracy of your 
perceptions and minimize perceptual bias when meeting new people? Make sure you 
explain why your proposed strategies would be effective.

Personal
Inventory
ASSESSMENT

Personal Inventory Assessment

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
How Creative Are You?

Self-Reflection Activity
Do you consider yourself a creative person? To assess your own level of creativity try taking 
the Personal Inventory Assessment found in MyManagementLab “How Creative Are You?” 
Once you see your score, think carefully about what it means for your future career. Are 
some careers contraindicated for you due to very high or very low levels of creativity? 
Should that information help to guide your career decisions or not? Also consider: Are 
there downsides to high creativity? What benefits might be associated with low creativity?

You can enhance your own creative abilities if you do want to improve your score. Get 
into the mental habit of trying to look at things in new ways. Try to think in metaphors 
and analogies, as this can heighten creativity. Most importantly, don’t be afraid of looking 
silly. New ideas require some risk taking and the anxiety created by risk can interfere with 
creative processes.
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Mini Case  Hiring School Bus Drivers

Etienne’s pen abruptly stopped scratching across his notepad. He took a long sip of cold, 
too-bitter coffee. “Umm,” he said to his interviewee, “I’m not sure I heard that correctly, 
could you repeat what you said?” “Sure,” replied Duane, the large middle-aged man sitting 
across from him, “For fun on weekends I like to dress up in women’s clothes and go to the 
bars as my alter ego, Diane.” For the first time in years, Etienne found himself speechless. 
“Well, you are very honest,” he finally managed to squeak out. “I figure I may as well be,” 
commented Duane. “After all, this is a small town, and it’s only a matter of time until you 
find out anyway. If something like that would impact my employment here, I would rather 
it come up now.” Etienne took another gulp of coffee and moved on to the next question.

He had worked for a school bussing company as an HR specialist for nine years. One 
of his primary responsibilities was hiring and training school bus drivers. Key qualifications 
included a clean driving record, clean criminal record, responsible and safe driving habits, 
and an ability to calm, manage, and tolerate children from frightened kindergarteners on 
their first day of school to unruly teenagers going through rebellious fazes. Bus drivers also 
had to be sensitive to public perceptions. They were cautioned, for example, not to hug or 
otherwise touch any of the children, even if the child was very young and upset, to avoid 
the appearance of impropriety. One driver had been fired because over lunch he had parked 
the school bus at a local bar. Although he had drunk only one beer at 12:00 and he was not 
due to drive until 2:45, the reputational damage of having a school bus seen at that location 
was sufficient to result in his dismissal.

The company had a group of dedicated bus drivers who had been with the company 
for a long time, but turnover was still relatively high. Many parents with young children 
chose to drive a school bus for a few years to spend time with their children before return-
ing to full-time employment. In addition, new immigrants with advanced degrees often 
worked there while waiting for their foreign credentials to go through the recognition 
process. These types of employees seldom lasted more than two years, so hiring was an 
ongoing task.

Duane had responded to the ad for new drivers and in all respects had seemed a strong 
candidate. He had driven city busses in Guelph, Ontario for 16 years before moving north 
to be primary caregiver to his aging parents. He had a clean and reliable driving record and 
had been highly recommended by his former employer. He had lots of experience with 
children: from the time he was 5 to when he was 14, he had coached his nephew’s soccer 
team; it was his way of helping support his sister, a single parent, since she had wanted a 
positive male role model in her son’s life.

There was no reason not to hire Duane. Throughout the rest of the interview he had 
performed well. That said, the cross-dressing thing made Etienne feel weird. He had grown 
up in a small, conservative rural community and had never before met anyone who would 
admit to cross-dressing. He couldn’t help but feel it might be a problem. Would parents 
worry about their kids having contact with such a person? He couldn’t explain why, but he 
felt “wriggly in his guts” about it.

He began to wonder if he was just being silly. He decided to talk about it with someone 
else. Since he was the only HR employee there, Etienne went to Heather, the vice-presi-
dent for their area, to get a second opinion.

He described the situation to her the next day in her office. “What are your specific 
concerns?” asked Heather. “Well, I am worried about how parents will react if they learn 
one of our school bus drivers is a cross-dresser.” “How would that be relevant?” “People 
might worry about their kids,” replied Etienne. “I don’t see why. He is a cross-dresser, not a 
pedophile. The two have nothing to do with each other. Sure, some parents might be upset, 
but are we really going to cater to other people’s biases? Not that long ago, people would 
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Mini Case  �Career Planning as Decision 
Making

Maria sat in the bright sunshine on the patio of her favourite Montreal deli waiting for her 
friend to join her for lunch. While waiting, she thought about her career options.

Maria had finished her last exam for her honours business degree only five weeks 
earlier. She was graduating at a time when downturns in the energy and manufacturing 
sectors impacted both the overall economy and the job market. In addition, parts of the 
economy had yet to recover from the worldwide financial crisis of 2008 and consumer 
spending was down. The trickle-down effects impacted hiring of entry-level workers in 
industries from consumer packaged goods to insurance, banking, natural resource extrac-
tion, even the retail sector. Many new business graduates struggled to find work of any kind.

She had originally planned to go into international development after completing her 
degree. She was especially interested in programs that helped develop entrepreneurship 
skills in economically disadvantaged areas. She had spent the last six months of her degree 
sending letters to aid agencies and educational organizations, and discovered it was much 
more difficult to enter the field than she had imagined. She found herself competing with 
job candidates who spoke four or five languages, had worked as entrepreneurs themselves, 
and had extensive volunteer experience in the developing world. She only spoke two lan-
guages and had never run a business or travelled abroad.

While pondering that, Maria found out her mother had been diagnosed with ovarian 
cancer. Treatment would be lengthy and difficult, and Maria wanted to be home in 
Montreal for the next year or two to help out. She decided to try and find a job that would 
help her to develop skills that would let her realize her ultimate career goals while also 
supporting herself and her mother.

After an intensive five-week search (well, more like four weeks—she had been a zom-
bie for a week after finally finishing her last exam), Maria was pleasantly surprised to find 
that she had gotten three different job offers. None were exactly what she had envisioned 
herself doing, but she couldn’t really afford to be picky.

The first job offer was from a call centre that handled customer care for a large cell and 
Internet service provider. She would answer calls and help resolve customer complaints 
about service and billing. The job didn’t pay very well, just minimum wage, but she could 

have been upset to see women drivers too. That doesn’t mean we pander to it. … 
Ultimately, the decision is yours. You know I want to keep our company out of the press, 
that is the most important thing. But we also have to consider who we are as a company 
and the messages we send.”

Etienne went home and gave the matter a lot of thought. Finally he decided to …

Discussion Questions

1.	 What perceptual biases might be influencing Etienne’s perspective about Duane as a 
job candidate?

2.	 In theory, how might perceptual biases and decision-making biases influence Etienne’s 
decision making?

3.	 What might help Etienne make the optimal decision in this situation? Explain your 
answer.

4.	 Using each of the three ethical decision-making models, determine what Etienne 
should do. Do you arrive at different answers according to which ethical model you are 
using? What might the implication of that be?
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earn more by selling extra services and upgrades to people calling in. The hours were also 
flexible, which would allow her to take some free language classes offered at her local rec-
reation centre and go to medical appointments with her mother. It seemed okay, although 
the work would be boring and the call centre itself was loud and chaotic. Just the same, she 
had an felt an unaccountable unease just walking into the place. To add to her discomfort, 
during the interview process she had not been able to meet the person who would be her 
supervisor.

The second job offered was selling seafood and frozen beef products door to door. The 
pay was entirely commission-based, which Maria felt made the job entrepreneurial in 
nature. She had never been outgoing, and in fact was rather shy sometimes. She wasn’t sure 
door-to-door sales was really her thing. When she had gone for the job interview, however, 
she had been happy to see a successful-looking woman interviewing her. This interviewer 
explained how she herself had started out selling door to door but had been quickly pro-
moted and given an opportunity to develop other business skills. She also mentioned that 
other sales reps did not always work out, and about 35 percent were let go after their first 
few months due to non-performance. The woman had pictures on her desk of her travels in 
Tanzania and Kenya, where she had done volunteer work several summers ago. She even 
had a Spanish heritage, just like Maria. Maria thought the woman was amazing and came 
out of the interview thinking, Well, if she could succeed here surely I can too!

The third offer was for a job as general office assistant in a small, family-run plumbing 
business. Her duties would include answering phones, invoicing customers, updating their 
website, scheduling the plumber’s calls, and maintaining their inventory of parts. It paid 
$2.50 more per hour than minimum wage, but the hours were strict; she needed to be there 
from 8:00 to 4:00 every day. It was also made clear to her that overtime was common and 
she would be expected to work extra hours on short notice without complaint. Maria had 
found the office atmosphere pleasant, if task-focused, and she liked the idea of doing a 
number of tasks instead of just one thing all the time, but she also realized that advance-
ment in such a small, family firm was extremely unlikely. She wasn’t sure how her experi-
ence would be viewed by aid agencies either. Doing routine office work didn’t seem very 
entrepreneurial to her, although entrepreneurs did have to know about running a business.

As her friend finally rounded the corner to meet her for lunch, Maria decided to ask 
her opinion. Which job would best serve her short-term and long-term goals?

Discussion Questions

1.	 What would be the best way for Maria to go about making this important decision? 
Please explain your answer.

2.	 Do you see any evidence of perceptual biases influencing Maria’s thinking about each 
job opportunity? Put another way, is she being objective when she evaluates each 
option? If not, which perceptual biases are impacted her thought process?

3.	 What decision-making errors might Maria be especially prone to under these circum-
stances? How might she best avoid them?

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
•	Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
•	PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
•	Study Plan: Check your understanding of chapter concepts with self-study quizzes.
•	Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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Chapter 7 
Motivation Theories

Motivating employees is one of the most important, and one 
of the most challenging, aspects of management. As we will 
see, there is no shortage of advice about how to do it. 
Motivation is not simply about working hard—it also 
reflects your view of your own abilities.

Motivation is one of the most frequently researched 
topics in OB.1 According to the Canadian Human Resources 
Centre, 60 percent of Canadian employees responding to a 
semiannual survey reported a lack of engagement at work. A 
further 15 percent reported being actively disengaged while 

only 25 percent felt actively engaged.2 In another survey, 
69 percent of workers reported wasting time at work every 
day, and nearly a quarter said they waste between 30 and 
60 minutes every day. How? Usually by surfing the Internet 
(checking the news and visiting social network sites) and 
chatting with coworkers.3 So, though times change, the 
problem of motivating a workforce stays the same.

In this chapter, we’ll review the basics of motivation, 
assess motivation theories, and provide an integrative 
model that fits theories together.

Learning Objectives

After studying this chapter, you should be able to:

1	 Describe the three key elements of motivation.

2	 Evaluate the applicability of early theories of motivation.

3	 Contrast the elements of self-determination theory 
and goal-setting theory.

4	 Demonstrate the differences between self-efficacy 
theory, equity theory, and expectancy theory, and 
be able to apply each theory in a workplace setting.

5	 Discuss organizational justice and the four types of 
justice that influence it.

6	 Assess the implications of employee job engagement 
for management.

Clynt Garnham Technology/Alamy Stock Photo
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Defining Motivation
Some individuals seem driven to succeed. The same student who struggles to read a textbook 
for more than twenty minutes may devour a Harry Potter book in a day or two. The differ-
ence is the situation. As we analyze the concept of motivation, keep in mind that the level 
of motivation varies both between individuals and within individuals at different times.

We define motivation as the processes that account for an individual’s intensity, 
direction, and persistence of effort toward attaining a goal.4 While general motivation is 
concerned with effort toward any goal, we’ll narrow the focus to organizational goals 
toward work-related behaviour.

Intensity describes how hard a person tries. This is the element most of us focus on 
when we talk about motivation. However, high intensity is unlikely to lead to favourable 
job-performance outcomes unless the effort is channelled in a direction that benefits the 
organization. Therefore, we consider the quality of effort as well as its intensity. Effort 
directed toward, and consistent with, the organization’s goals is the kind of effort we should 
be seeking. Finally, motivation has a persistence dimension. This measures how long a per-
son can maintain effort. Motivated individuals stay with a task long enough to achieve 
their goals, even when they encounter difficulties.

Early Theories of Motivation
The idea that motivation is a key factor in worker productivity was first highlighted by 
early studies examining the relationship between the physical environment and productiv-
ity. These studies, which took place between 1927 and 1932, are collectively referred to as 
the “Hawthorne studies.” The researchers originally intended to find the best temperature, 
lighting levels, and work pace to maximize productivity. The results were surprising. For 
example, when they increased the light level for the experimental group of workers, out-
put rose for that unit and for the control group. But as they dropped the light level in the 
experimental group, productivity continued to increase in both groups. In fact, productivity 
in the experimental group decreased only when the light intensity had been reduced to that 
of moonlight, leading researchers to believe that something else influenced behaviour.

The researchers next isolated a small group of women assembling telephone relays from 
the main work group so their behaviour could be more carefully observed. Over the next 
several years, this small group’s output increased steadily, and the number of personal and sick 
absences was approximately one-third that of the regular production department. It became 
evident this group’s performance was significantly influenced by its “special” status. The 
members thought they were in an elite group, and that management showed concern about 
their interests by engaging in experimentation. In essence, workers in both the illumination 
and assembly experiments were really reacting to the increased attention they received. That 
attention made them feel special and valued, motivating them to work harder. It was a radi-
cal insight at the time and it led to much more theorizing and research on worker motivation.

Four theories of employee motivation formulated during the 1950s, although now of 
questionable validity, are probably the best known. We discuss more valid explanations later, 
but these four represent a foundation, and practising managers still use their terminology.

Hierarchy of Needs Theory
The best-known theory of motivation is Abraham Maslow’s hierarchy of needs.5 Maslow 
hypothesized that within every human being, there exists a hierarchy of five needs:

1.	 Physiological. Related to hunger, thirst, shelter, sex, and other bodily needs.
2.	 Safety. Security and protection from physical and emotional harm.
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3.	 Social. Affection, belongingness, acceptance, and friendship.
4.	 Esteem. Internal factors such as self-respect, autonomy, and achievement, and exter-

nal factors such as status, recognition, and attention.
5.	 Self-actualization. Drive to become what we are capable of becoming; includes 

growth, achieving our potential, and self-fulfillment.

According to Maslow, as each need becomes substantially satisfied, the next one 
becomes dominant. If a need is not satisfied, however, people become “stuck” on that level 
and cannot be motivated by tactics that address higher levels of the pyramid. So if you want 
to motivate someone, you need to understand what level of the hierarchy that person is 
currently on and focus on satisfying that need, moving up the steps in Exhibit 7-1. For 
example, Maslow would suggest that workers who are under the poverty line would be 
unlikely to be motivated by challenging work because their basic security and physiological 
needs are not yet being met.

Maslow’s theory has received wide recognition, particularly among practising manag-
ers. It is intuitively logical and easy to understand. Unfortunately, however, research does 
not validate it. Maslow provided no empirical substantiation, and several studies that 
sought to validate it found no support for it.6 But old theories, especially intuitively logical 
ones, die hard.

Some researchers have attempted to revive components of the needs hierarchy concept 
using principles from evolutionary psychology.7 They propose that lower-level needs are the 
chief concern of immature animals or those with primitive nervous systems, whereas higher 
needs are more frequently observed in mature animals with more developed nervous systems. 
They also note distinct underlying biological systems for different types of needs. Time will 
tell whether revisions to Maslow’s hierarchy will be useful for practising managers.

Theory X and Theory Y
One theory consistent with the needs hierarchy is Douglas McGregor’s dichotomy of 
Theory X and Theory Y.8 Under Theory X, managers believe employees inherently dislike 
work and must therefore be directed or even coerced into performing it (thus assuming 
that lower-order needs dominate). Under Theory Y, in contrast, managers assume employ-
ees can view work as being as natural as rest or play, and therefore the average person 
can learn to accept, and even seek, responsibility (thus assuming that higher-order needs 
dominate). McGregor believed Theory Y assumptions were more valid, and thus proposed 
motivating through participative decision making, challenging work, and good group rela-
tions. Unfortunately, like the needs hierarchy, little evidence confirms that either set of 
assumptions is valid or that acting on Theory Y assumptions will always lead to more 
motivated workers.

EXHIBIT 7-1  Maslow’s Hierarchy of Needs

Source: A. H. Maslow, Motivation and Personality, 3rd ed., R. D. Frager and J. Fadiman (eds.). © 1997. 
Adapted by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.
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Two-Factor Theory
Believing an individual’s relationship to work is basic, and that the attitude toward work 
can determine success or failure, psychologist Frederick Herzberg wondered, “What do peo-
ple want from their jobs?” He asked people to describe, in detail, situations in which they 
felt exceptionally good or bad about their jobs. The responses differed significantly and led 
Herzberg to his two-factor theory—also called motivation-hygiene theory.9

As shown in Exhibit 7-2, intrinsic factors such as advancement, recognition, respon-
sibility, and achievement seem related to job satisfaction. Respondents who felt good 
about their work tended to attribute these factors to themselves, while dissatisfied respon-
dents tended to cite extrinsic factors such as supervision, pay, company policies, and 
working conditions.

To Herzberg, the data suggest that the opposite of satisfaction is not dissatisfaction, 
as was traditionally believed. Removing dissatisfying characteristics from a job does not 
necessarily make the job satisfying. Herzberg proposed a dual continuum: The opposite of 
“satisfaction” is “no satisfaction,” and the opposite of “dissatisfaction” is “no dissatisfaction.”

According to Herzberg, the factors that lead to job satisfaction are separate and distinct 
from those that lead to job dissatisfaction. Therefore, managers who seek to eliminate 
factors that can create job dissatisfaction may bring about peace, but not necessarily moti-
vation. They will be placating rather than motivating their workers. As a result, Herzberg 
characterized conditions such as quality of supervision, pay, company policies, physical 
working conditions, relationships with others, and job security as hygiene factors. When 
they’re adequate, people will not be dissatisfied; neither will they be satisfied. If we want to 
motivate people in their jobs, Herzberg suggested emphasizing factors associated with the 
work itself or with outcomes directly derived from it, such as promotional opportunities, 
personal growth opportunities, recognition, responsibility, and achievement. These are the 
characteristics people find intrinsically rewarding.

Like Maslow’s needs hierarchy and McGregor’s Theory X and Theory Y, the two-factor 
theory has not been well supported in research and has many detractors.10 Criticisms centre 
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EXHIBIT 7-2  Comparison of Satisfiers and Dissatisfiers

Source: Based on Harvard Business Review. “Comparison of Satisfiers and Dissatisfiers.” An exhibit from One 
More Time: How Do You Motivate Employees? by Fredrick Herzberg, January 2003. Copyright © 2003 by the 
Harvard Business School Publishing Corporation. All rights reserved.
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on Herzberg’s original methodology, and his assumptions such as the statement that satis-
faction is strongly related to productivity. Subsequent research has tended to show that if 
hygiene and motivational factors are equally important to a person, both are capable of 
motivating people.

Regardless of the criticisms, Herzberg’s theory has been quite influential, and few man-
agers are unfamiliar with its recommendations.

McClelland’s Theory of Needs
You have one beanbag and five targets set up in front of you, each farther away than the last. 
Target A sits almost within arm’s reach. If you hit it, you get $2. Target B is a bit farther out, 
but about 80 percent of the people who try can hit it. It pays $4. Target C pays $8, and about 
half the people who try can hit it. Very few people can hit Target D, but the payoff is $16 for 
those who do. Finally, Target E pays $32, but it’s almost impossible to achieve. Which would 
you try for? If you selected C, you’re likely to be a high achiever. Why? Read on.

McClelland’s theory of needs was developed by David McClelland and his associates.11 
It looks at three needs:

■	 Need for achievement (nAch) is the drive to excel, to achieve in relationship to a set 
of standards.

■	 Need for power (nPow) is the need to make others behave in a way they would not 
have otherwise.

■	 Need for affiliation (nAff) is the desire for friendly and close interpersonal relationships.

McClelland and subsequent researchers focused most of their attention on nAch. High 
achievers perform best when they perceive their probability of success as .5—that is, a 
50–50 chance. They dislike gambling with high odds, because they feel no achievement 
satisfaction from success that comes by pure chance. Similarly, they dislike low odds (high 
probability of success), because then there is no challenge to their skills. They like to set 
goals that require stretching themselves a little.

Relying on an extensive amount of research, we can predict some relationships 
between achievement need and job performance. First, when jobs have a high degree of 
personal responsibility, feedback, and an intermediate degree of risk, high achievers are 
strongly motivated. They are successful in entrepreneurial activities such as running their 
own businesses, for example, and managing self-contained units within large organiza-
tions.12 Second, a high need to achieve does not necessarily make someone a good man-
ager, especially in large organizations. People with a high achievement need are interested 
in how well they do personally, and not in influencing others to do well. High-nAch 
salespeople do not necessarily make good sales managers, and the good general manager in 
a large organization does not typically have a high need to achieve.13 Third, needs for 
affiliation and power tend to be closely related to managerial success. The best managers 
are high in their need for power and low in their need for affiliation.14 In fact, a high power 
motive may be a requirement for managerial effectiveness.15

The view that a high achievement need acts as an internal motivator presupposes two 
cultural characteristics—willingness to accept a moderate degree of risk (which excludes 
countries with strong uncertainty-avoidance characteristics) and concern with perfor-
mance (which applies to countries with strong achievement characteristics). This combi-
nation is found in Anglo-American countries such as the United States, Canada, and Great 
Britain,16 and much less in more collectivistic societies like Chile and Portugal.

Among the early theories of motivation, McClelland’s has garnered the best 
research support. Unfortunately, it has less practical effect than the others. Because 
McClelland argued that the three needs are subconscious—we may rank high on them 
but not know it—measuring them is not easy. In the most common approach, a trained 
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expert presents pictures to individuals, asks them to tell a story about each, and then 
scores the responses in terms of the three needs. However, the process is time-consuming 
and expensive, and few organizations have been willing to invest in employing 
McClelland’s concept.

Contemporary Theories of Motivation
Early theories of motivation either have not held up under close examination or have fallen 
out of favour. In contrast, contemporary theories have one thing in common: Each has a 
reasonable degree of valid supporting documentation. This doesn’t mean they are unques-
tionably right. We call them “contemporary theories” because they represent the current 
state of thinking in explaining employee motivation.

Self-Determination Theory
“It’s strange,” said Marcia. “I started work at the humane society as a volunteer. I put in 15 
hours a week helping people adopt pets. And I loved coming to work. Then, three months 
ago, they hired me full-time at $12 an hour. I’m doing the same work I did before. But I’m 
not finding it nearly as much fun.”

Does Marcia’s reaction seem counterintuitive? There’s an explanation for it. It’s called 
self-determination theory, which proposes that people prefer to feel they have control over 
their actions, so anything that makes a previously enjoyed task feel more like an obligation than 
a freely chosen activity will undermine motivation.17 Much research on self-determination 
theory in OB has focused on cognitive evaluation theory, a complementary theory that 
hypothesizes that extrinsic rewards will reduce intrinsic interest in a task. When people 
are paid for work, it feels less like something they want to do and more like something they 
have to do. Self-determination theory proposes that in addition to being driven by a need 
for autonomy, people seek ways to achieve competence and positive connections to others. 
A large number of studies support self-determination theory.18 Its major implications relate 
to work rewards.

When organizations use extrinsic rewards as payoffs for superior performance, employ-
ees feel they are doing a good job less because of their own intrinsic desire to excel than 
because that’s what the organization wants. Eliminating extrinsic rewards can shift an 
individual’s perception of why he works on a task from an external to an internal explana-
tion. If you’re reading a novel a week because your English literature instructor requires 
you to, you can attribute your reading behaviour to an external source. However, if 
you find yourself continuing to read a novel a week after the course is over, your natural 

Many parents pay their kids for 
good grades. Self-determination 
theory suggests this may be 
counterproductive.

Monkey Business Images/Shutterstock



132 P a r t  3   M a k i n g  a n d  I m p l e m e n t i n g  D e c i s i o n s

In general, managers should make 
goals specific and difficult—
managers should set the highest 
goals to which employees will 
commit.

inclination is to say, “I must enjoy reading novels, because I’m still reading one a week.” 
What does self-determination theory suggest for providing rewards? It suggests some 
caution in the use of extrinsic rewards to motivate. Rewards and deadlines diminish moti-
vation if people see them as coercive or controlling. More specifically, self-determination 
theory suggests that pursuing goals out of intrinsic motives (such as a strong interest in the 
work itself) is more sustaining to human motivation than extrinsic rewards. Similarly, 
cognitive evaluation theory suggests that providing extrinsic incentives may, in many 
cases, undermine intrinsic motivation.

A more recent outgrowth of self-determination theory is self-concordance, which 
considers how strongly people’s reasons for pursuing goals are consistent with their interests 
and core values. Across cultures, if individuals pursue goals because of intrinsic interest, 
they are more likely to attain goals, are happier when they do, and are happy even if they 
do not.19 Why? Because the process of striving for goals is fun whether or not the goal is 
achieved.20 The opposite appears true as well. Recent research reveals that when people do 
not enjoy their work for intrinsic reasons, those who work because they feel obligated to 
do so can still perform well, though they experience higher levels of strain as a result.21 
What does all this mean? For individuals, it means: Choose your job for reasons other 
than extrinsic rewards. For organizations, it means: Managers should provide intrinsic as well 
as extrinsic incentives. Managers need to make the work interesting, provide recognition, 
and support employee growth and development. Employees who feel what they do is within 
their control and a result of free choice are likely to be more motivated by their work and 
committed to their employers.22

Goal-Setting Theory
Gene Broadwater, former coach of the Hamilton High School cross-country team, gave his 
squad these last words before they approached the starting line for the league championship 
race: “Each one of you is physically ready. Now, get out there and do your best. No one can 
ever ask more of you than that.”

You’ve heard the sentiment a number of times yourself: “Just do your best. That’s all 
anyone can ask.” But what does “Do your best” mean? Do we ever know whether we’ve 
achieved that vague goal? Would the cross-country runners have recorded faster times if 
Coach Broadwater had given each a specific goal? Research on goal-setting theory reveals 
impressive effects of goal specificity, challenge, and feedback on performance.

In the late 1960s, Edwin Locke proposed that intentions to work toward a goal are 
a major source of work motivation.23 That is, goals tell an employee what needs to be 
done and how much effort is needed.24 Evidence strongly suggests that specific goals 
increase performance; that difficult goals, when accepted, result in higher performance 
than do easy goals; and that feedback leads to higher performance than does non-
feedback.25

In general, specific goals produce a higher level of output than the generalized goal 
“Do your best.” Why? Specificity itself seems to act as an internal stimulus. When a 
trucker commits to making 12 round-trip hauls between Toronto and Buffalo, New 
York  each week, this intention gives him a specific objective to attain. Other things 
being equal, he will outperform a counterpart with no goals or the generalized goal “Do 
your best.”

If factors such as acceptance of goals are held constant, the more difficult the goal, the 
higher the level of performance. Of course, it’s logical to assume easier goals are more likely 
to be accepted. But once a hard task is accepted, we can expect the employee to exert a 
high level of effort to try to achieve it.

Why are people motivated by difficult goals?26 First, they get our attention and help us 
focus. Second, they energize us because we have to work harder to attain them. Do you 
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study as hard for an easy exam as you do for a difficult one? Probably not. Third, when goals 
are difficult, people persist in trying to attain them. Finally, difficult goals lead us to dis-
cover strategies that help us perform the job or task more effectively. If we have to struggle 
to solve a difficult problem, we often think of a better way to go about it.

People do better when they get feedback on how well they are progressing toward 
their goals because it helps identify discrepancies between what they have done and what 
they want to do next—that is, feedback guides behaviour. But all feedback is not equally 
potent. Self-generated feedback—with which employees are able to monitor their own 
progress or receive feedback from the task process itself—is more powerful than externally 
generated feedback.27

If employees can participate in setting their own goals, will they try harder? The 
evidence is mixed. In some cases, participatively set goals yielded superior performance; in 
others, individuals performed best when assigned goals by their boss. But a major advantage 
of participation may be that it increases acceptance of the goal as a desirable one toward 
which to work.28 Without participation, the individual pursuing the goal needs to clearly 
understand its purpose and importance.29

In addition to feedback, three other factors influence the goals–performance relation-
ship: goal commitment, task characteristics, and national culture. Goal-setting theory assumes 
an individual is committed to the goal and determined not to lower or abandon it. The 
individual (1) believes he can achieve the goal and (2) wants to achieve it.30 Goal com-
mitment is most likely to occur when goals are made public, when the individual has an 
internal locus of control, when the goals are self-set rather than assigned, and when goals 
are based at least partly on individual ability.31

Goals seem to affect performance more strongly when tasks are simple rather than 
complex, well learned rather than novel, independent rather than interdependent, and on 
the high end of achievability.32 On interdependent tasks, group goals are preferable.

Setting specific, difficult, individual goals may have different effects in different cultures. 
Most goal-setting research has been done in the United States and Canada, where indi-
vidual achievement and performance are most highly valued. Research has not shown that 
group-based goals are more effective in collectivist than in individualist cultures. In collec-
tivistic and high power-distance cultures, achievable moderate goals can be more highly 
motivating than difficult ones.33 Finally, assigned goals appear to generate greater goal com-
mitment in high than in low power-distance cultures.34 More research is needed to assess 
how goal constructs might differ across cultures.

Although goal setting has positive outcomes, it is not unequivocally beneficial. For 
example, some goals may be too effective.35 When learning something is important, goals 
related to performance undermine adaptation and creativity, because people become too 
focused on outcomes and ignore changing conditions. A goal to learn and generate alterna-
tive solutions will be more effective than a goal to perform. In addition, some authors argue 
that goals can lead employees to focus on a single standard and exclude all others. For 
example, a goal to boost short-term stock prices may lead organizations to ignore long-term 
success and even to engage in unethical behaviour such as cooking the books to meet the 
goal. Other studies show that employees low in conscientiousness and emotional stability 
experience greater emotional exhaustion when their leaders set goals.36 Finally, individuals 
may fail to give up on an unattainable goal, even when it might be beneficial to do so. 
Despite differences of opinion, most researchers agree that goals are powerful in shaping 
behaviour although they also highlight that managers should make sure goals are aligned 
with company objectives.

Research has found that people differ in the way they regulate their thoughts and 
behaviours during goal pursuit. Generally, people fall into one of two categories, though 
they could belong to both. Those with a promotion focus strive for advancement and 
accomplishment, and they approach conditions that move them closer toward desired 
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goals. Those with a prevention focus strive to fulfill duties and obligations and avoid con-
ditions that pull them away from desired goals. Although you would be right in noting that 
both strategies are in the service of goal accomplishment, the manner in which they get 
there is quite different.

As an example, consider studying for an exam. You might engage in promotion-focused 
activities such as reading class materials and notes, or in prevention-focused activities 
such as refraining from things that would get in the way of studying, such as playing video 
games or going out with friends. Or you could do both. Ideally, it’s probably best to be both 
promotion- and prevention-oriented.37

Implementing Goal-Setting Theory  How do managers make goal-setting theory 
operational? That’s often left up to the individual. Some set aggressive performance tar-
gets—what General Electric called “stretch goals.” Some Canadian employers, such as 
Kruger Products and Fidelity Investments, are known for demanding performance goals. 
But many companies and individual managers don’t set goals. Asked whether their jobs had 
clearly defined goals, only a minority of employees in a survey said yes.38

A more systematic way to utilize goal setting is with management by objectives 
(MBO), an initiative most popular in the 1970s, but still used today. MBO emphasizes 
participatively set goals that are tangible, verifiable, measurable, and relate to the 
broader organizational mission and strategies. As shown in Exhibit 7-3, the organiza-
tion’s overall objectives are translated into specific objectives for each level (divisional, 
departmental, individual). But because lower-unit managers jointly participate in set-
ting their own goals, MBO works from the bottom up as well as the top down. The result 
is a hierarchy that links objectives from one level to those at the next. For the indi-
vidual employee, MBO provides specific personal performance goals and helps workers 
see how their job, no matter what level they are at, influences attainment of broader 
corporate objectives.

Four ingredients are common to MBO programs: goal specificity, participation in deci-
sion making (including the setting of goals or objectives), an explicit time period, and 
performance feedback.39 Many elements in MBO programs match propositions of goal-
setting theory. For example, having an explicit time period to accomplish objectives 
matches goal-setting theory’s emphasis on goal specificity. Similarly, we noted earlier that 
feedback about goal progress is a critical element of goal-setting theory. The only area of 
possible disagreement between MBO and goal-setting theory is participation: MBO 
strongly advocates participation, whereas goal-setting theory demonstrates that managers’ 
assigned goals are usually just as effective.

Overall
organizational

objectives

Divisional
objectives

Departmental
objectives

Individual
objectives

XYZ Company

Industrial products divisionConsumer products division

Production Sales Marketing Research DevelopmentCustomer
service

EXHIBIT 7-3  Cascading of Objectives
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Other Contemporary Theories  
of Motivation
Self-Efficacy Theory
Self-efficacy theory, also known as social cognitive theory or social learning theory, refers to an 
individual’s belief that he is capable of performing a task.40 The higher your self-efficacy, the 
more confidence you have in your ability to succeed. So, in difficult situations, people with 
low self-efficacy are more likely to lessen their effort or give up altogether, while those with 
high self-efficacy will try harder to master the challenge.41

Self-efficacy can create a positive spiral in which those with high efficacy become 
more engaged in their tasks and then, in turn, increase their performance, which increases 
efficacy further.42 Changes in self-efficacy over time are related to changes in creative 
performance as well.43 Individuals high in self-efficacy also seem to respond to negative 
feedback with increased effort and motivation, while those low in self-efficacy are likely 
to lessen their effort after negative feedback.44 How can managers help their employees 
achieve high levels of self-efficacy? By bringing goal-setting theory and self-efficacy 
theory together.

Goal-setting theory and self-efficacy theory don’t compete; they complement each 
other. As Exhibit 7-4 shows, employees whose managers set difficult goals for them will 
have a higher level of self-efficacy and set higher goals for their own performance. Why? 
Setting difficult goals for people communicates your confidence in them. Imagine you learn 
that your boss sets a higher goal for you than for your coworkers. How would you interpret 
this? As long as you didn’t feel you were being picked on, you would probably think, “Well, 
I guess my boss thinks I’m capable of performing better than others.” This sets in motion a 
psychological process in which you’re more confident in yourself (higher self-efficacy) and 
you set higher personal goals, performing better both inside and outside the workplace.

The researcher who developed self-efficacy theory, Albert Bandura, proposes four ways 
self-efficacy can be increased:45

1.	 Enactive mastery
2.	 Vicarious modelling
3.	 Verbal persuasion
4.	 Arousal

According to Bandura, the most important source of increasing self-efficacy is enactive 
mastery—that is, gaining relevant experience with the task or job. If you’ve been able to do 
the job successfully in the past, you’re more confident you’ll be able to do it in the future.

The second source is vicarious modelling—becoming more confident because you see 
someone else doing the task. If your friend studies hard and improves their grade point 
average, it increases your confidence that you can improve your grade point average, too. 

The children’s fable about the 
“little engine that could” is a 
good example of high per-
ceived self-efficacy. In the story 
a small train engine struggles 
to make it up a steep hill, yet 
he succeeds by persistent effort 
and by saying “I think I can” to 
himself repeatedly. In the story 
it is his belief in himself and 
his abilities that leads directly 
to success.	 honeyflavour/Fotolia

Managers will increase employees’  
motivation by increasing their 
confidence in successfully completing 
the task (self-efficacy).
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EXHIBIT 7-4  Joint Effects 
of Goals and Self-Efficacy 
on Performance

Source: Based on E. A. Locke and 
G. P. Latham, “Building a Practically 
Useful Theory of Goal Setting and 
Task Motivation: A 35-Year Odyssey,” 
American Psychologist (September 
2002), pp. 705–717.

Vicarious modelling is most effective when you see yourself as similar to the person you are 
observing. Watching Canadian team captain Christine Sinclair score an amazing goal in 
the Women’s World Cup might not increase your confidence in being able to play the ball 
yourself, but if you watch an ordinary person in your local adult recreational league do the 
same thing, it’s more persuasive.

The third source is verbal persuasion: becoming more confident because someone con-
vinces you that you have the skills necessary to be successful. Motivational speakers use 
this tactic.

Finally, Bandura argues that arousal increases self-efficacy. Arousal leads to an energized 
state, so the person gets “psyched up” and performs better. But if the task requires a steady, lower-
key perspective (say carefully editing a manuscript), arousal may in fact hurt performance.

The best way for a manager to use verbal persuasion is through the Pygmalion effect—a 
form of self-fulfilling prophecy in which believing something can make it true. In some 
studies, teachers were told their students had very high IQ scores, when in fact they 
spanned a range from high to low. Consistently with the Pygmalion effect, the teachers 
spent more time with the students, gave them more challenging assignments, and expected 
more of them—all of which led to higher student self-efficacy and better grades.46 This 
strategy has been used successfully in the workplace.47 In one example, sailors who were 
told convincingly that they would not get seasick were in fact much less likely to do so.48

What are the OB implications of self-efficacy theory? Well, it’s a matter of applying 
Bandura’s sources of self-efficacy to the work setting. Training programs often make use of 
enactive mastery by having people practise and build their skills. In fact, one reason train-
ing works is that it increases self-efficacy.49 Individuals with higher levels of self-efficacy 
also appear to reap more benefits from training programs and are more likely to use their 
training on the job.50

Equity Theory and Linkages to Perceptions of 
Organizational Justice
Ainsley is a student at Queens University working toward a bachelor’s degree in finance. 
In order to gain some work experience and increase her marketability, she has accepted a 
summer internship in the finance department at a pharmaceutical company. She is quite 
pleased at the pay: $18 an hour is more than other students in her cohort were receiving  
for their summer internships. At work she meets Josh, a recent graduate of Queens University 
working as a middle manager in the same finance department. Josh makes $30 an hour.

Individual has
higher level of job

or task performance

Manager sets
difficult, specific

goal for job or task

Individual sets
higher personal
(self-set) goal for

his or her performance

Individual has
confidence that given
level of performance

will be attained
(self-efficacy)
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On the job, Ainsley might be described as a go-getter. She’s engaged, satisfied, and 
always willing to help others. Josh is quite the opposite. He often seems disinterested in 
his job and even has thoughts of quitting. Pressed one day about why he is unhappy, Josh 
cites his pay as the main reason. Specifically, he tells Ainsley that he makes much less 
than managers at other pharmaceutical companies. “It isn’t fair,” he complains. “I work 
just as hard as they do, yet I don’t make as much. Maybe I should go work for the com-
petition.”

How could someone making $30 an hour be less satisfied with his pay and less moti-
vated than someone making $18 an hour? The answer lies in equity theory and, more 
broadly, in principles of organizational justice. According to equity theory, employees com-
pare what they get from their job (their “outcomes,” such as pay, promotions, recognition, 
or having the corner office) to what they put into it (their “inputs,” such as effort, experi-
ence, and education). People seek fairness. They expect a reasonable balance (or equity) 
between their effort and their rewards. When assessing fairness, people will compare their 
efforts (inputs) to the efforts of others and to the level of effort that was required in previ-
ous jobs at other organizations. They will then compare their rewards (outputs), taking the 
ratio of their outcomes to their inputs and comparing it to the same ratios in their previous 
job(s) and of their current coworkers. This is shown in Exhibit 7-5. If we believe our ratio 
to be equal to those with whom we compare ourselves, a state of equity exists and we per-
ceive the situation as fair.

Based on equity theory, employees who perceive inequity will make one of six 
choices:51

1.	 Change inputs (exert less effort if underpaid or more if overpaid).
2.	 Change outcomes (individuals paid on a piece-rate basis can increase their pay by 

producing a higher quantity of units of lower quality).
3.	 Distort perceptions of self (“I used to think I worked at a moderate pace, but now  

I realize I work a lot harder than everyone else.”).
4.	 Distort perceptions of others (“Mike’s job isn’t as desirable as I thought.”).
5.	 Choose a different referent (“I may not make as much as my brother-in-law, but I’m 

doing a lot better than my DAD did when he was my age.”).
6.	 Leave the field (quit the job).

The relevance of equity theory to employee motivation has been supported, with some 
interesting exceptions.52 First, inequities created by overpayment do not seem to signifi-
cantly affect behaviour in most work situations. So don’t expect an employee who feels 
overpaid to give back part of her salary or put in more hours to make up for the inequity. 
Although individuals may sometimes perceive that they are over-rewarded, they restore equity 
by rationalizing their situation (“I’m worth it because I work harder than everyone else.”). 

Ratio Comparisons* Perception

Equity

*Where represents the employee; and represents relevant others.

> O
IB
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= O
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O = outcomes and I = Inputs
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O
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Inequity due to being underrewarded

Inequity due to being overrewarded

EXHIBIT 7-5  Equity Theory
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Second, not everyone is equity-sensitive.53 A few actually prefer outcome–input ratios 
lower than the referent comparisons. Predictions from equity theory are not likely to be 
very accurate about these “benevolent types.”

Although equity theory is not applicable to every situation, the hypothesis served as 
an important precursor to the study of organizational justice, or more simply, applied 
fairness, in the workplace.54 Equity theory helps to inform what we should do to foster 
motivation, organizational justice tells us how to actually go about doing it. Organizational 
justice is concerned with how employees feel authorities and decision makers treat them. 
For the most part, employees evaluate how fairly they are treated along four dimensions, 
shown in Exhibit 7-6.

Distributive justice is concerned with the fairness of the outcomes, such as pay and 
recognition, that employees receive. Outcomes can be allocated in many ways. For example, 
we could distribute raises equally among employees, or we could base them on which 
employees need money the most. However, as we discussed about equity theory, employees 
tend to perceive their outcomes are fairest when they are distributed equitably.

Does the same logic apply to teams? At first glance, it would seem that distributing 
rewards equally among team members is best for boosting morale and teamwork—that way, 
no one is favoured more than another. A recent study of National Hockey League teams 
suggests otherwise. Differentiating the pay of team members on the basis of their inputs 
(how well they performed in games) attracted better players to the team, made it more 
likely they would stay, and increased team performance.55

Organizational Justice

Definition: overall perception
of what is fair in the workplace

Example: I think this is a fair
place to work.

Distributive Justice
Definition: perceived fairness of outcome

Example: I got the pay raise I deserved.

Procedural Justice
Definition: perceived fairness of process
used to determine outcome

Example: I had input into the process
used to give raises and was given a
good explanation of why I received
the raise I did.

Informational Justice
Definition: degree to which employees are
provided explanations for decisions and
kept informed

Example: My supervisor explained that the
decision wasn’t his to make.

Interpersonal Justice
Definition: perceived degree to which
one is treated with dignity and respect

Example: When telling me about my
raise, my supervisor was very nice
and complimentary.

EXHIBIT 7-6   Model of Organizational Justice
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The way we have described things so far, it would seem that distributive justice and 
equity are gauged in a rational, calculative way as individuals compare their outcome–input 
ratios to others. But the experience of justice, and especially injustice, is often not so cold 
and calculated. Instead, people base distributive judgments on a feeling or an emotional 
reaction to the way they think they are being treated relative to others, and their reactions 
are often “hot” and emotional rather than rational.56

Although employees care a lot about what outcomes are distributed (distributive 
justice), they also care a lot about how outcomes are distributed. While distributive justice 
looks at what outcomes are allocated, procedural justice examines how outcomes are 
allocated.57 What makes procedures more or less fair? There are several factors. For one, 
employees perceive that procedures are fairer when they are given a say in the decision-
making process. Having direct influence over how decisions are made, or at the very least 
being able to present your opinion to decision makers, creates a sense of control and 
makes us feel empowered (we discuss empowerment more in Chapter 8). Employees per-
ceive that procedures are fairer when decision makers follow several “rules.” These 
include making decisions in a consistent manner (across people and over time), avoiding 
bias (not favouring one group or person over another), using accurate information, 
considering the groups or people their decisions affect, acting ethically, and remaining 
open to appeals or correction.

It turns out that procedural and distributive justice combine to influence people’s 
perceptions of fairness. If outcomes are favourable and individuals get what they want, 
they care less about the process, so procedural justice doesn’t matter as much when 
distributions are perceived to be fair. It’s when outcomes are unfavourable that people pay 
close attention to the process. If the process is judged to be fair, then employees are more 
accepting of unfavourable outcomes.58 Why is this the case? It’s likely that employees 
believe that fair procedures, which often have long-lasting effects, will eventually result 
in a fair outcome, even if the immediate outcome is unfair. Think about it. If you are 
hoping for a raise and your manager informs you that you did not receive one, you’ll prob-
ably want to know how raises were determined. If it turns out that your manager allocated 
raises based on merit, and you were simply outperformed by a coworker, then you’re more 
likely to accept your manager’s decision than if raises were based on favouritism. Of 
course, if you get the raise in the first place, then you’ll be less concerned with how the 
decision was made.

Beyond outcomes and procedures, research has shown that employees care about two 
other types of fairness that have to do with the way they are treated during interactions 
with others. The first type is informational justice, which reflects whether managers pro-
vide employees with explanations for key decisions and keep them informed of important 
organizational matters. The more detailed and candid managers are with employees, the 
more fairly treated those employees feel.

Though it may seem obvious that managers should be honest with their employees 
and not keep them in the dark about organizational matters, many managers are hesitant 
to share information. This is especially the case with bad news, which is uncomfortable for 
both the manager delivering it and the employee receiving it. For example, managers may 
fail to provide an adequate explanation for bad news such as a layoff or temporary pay cut 
out of a fear of being blamed, worries about making the situation worse, or concerns about 
triggering legal action.59 In fact, research has linked the absence of explanations to 
increased litigation intentions by employees who have been laid off.60 Explanations for 
bad news are beneficial when they take the form of post hoc excuses (“I know this is bad, 
and I wanted to give you the office, but it wasn’t my decision”) rather than justifications 
(“I decided to give the office to Sam, but having it isn’t a big deal”).61

The second type of justice relevant to interactions between managers and employees 
is interpersonal justice, which reflects whether employees are treated with dignity and 

To promote fairness in the work-
place, managers should consider 
openly sharing information on 
how allocation decisions are 
made. Fair and open procedures 
are especially important when the 
outcome is likely to be viewed 
negatively by some or all employees.
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respect. Compared to the three other forms of justice we’ve discussed, interpersonal 
justice is unique in that it can occur in everyday interactions between managers and 
employees.62 This quality allows managers to take advantage of (or miss out on) opportu-
nities to make their employees feel fairly treated. Many managers may view treating 
employees politely and respectfully as too “soft,” choosing more aggressive tactics out of a 
belief that doing so will be more motivating. Although displays of negative emotions such 
as anger may be motivating in some cases,63 managers sometimes take this too far. 
Consider the backlash experienced by the information technology firm Fiserv when CEO 
Jeffrey Yabuki’s angry and dismissive behaviour toward employees, including frequent 
comments that it is “my way or the highway” were exposed on the employer review website 
Glassdoor. Employees who encountered these behaviours reported feeling intimidated, 
diminished, and disrespected rather than motivated. Many reported leaving the company 
to avoid being exposed to Yabuki’s behaviour any further.64

After all this talk about types of justice, how much does justice really matter to employ-
ees? A great deal, as it turns out. When employees feel fairly treated, they respond in a 
number of positive ways. All four types of justice discussed in this section have been linked 
to higher levels of task performance and citizenship behaviours such as helping coworkers, 
as well as lower levels of counterproductive behaviours such as shirking job duties. 
Distributive and procedural justice are more strongly associated with task performance, 
while informational and interpersonal justice are more strongly associated with citizenship 
behaviour. Even physiological outcomes, such as how well employees sleep and the state of 
their health, have been linked to fair treatment.65

Why does justice have these positive effects? First, fair treatment enhances commit-
ment to the organization and makes employees feel it cares about their well-being. In addi-
tion, employees who feel fairly treated trust their supervisors more, which reduces 
uncertainty and fear of being exploited by the organization. Finally, fair treatment elicits 
positive emotions, which in turn prompt citizenship behaviours.66

Studies suggest that managers are motivated to foster employees’ perceptions of justice 
because they wish to ensure compliance, maintain a positive identity, and establish fairness 
at work.67 To enhance perceptions of justice, managers should realize that employees are 
especially sensitive to unfairness in procedures when bad news has to be communicated (that 
is, when distributive justice is low). Thus, it’s important to openly share information about 
how allocation decisions are made, follow consistent and unbiased procedures, and engage 
in practices to increase the perception of procedural justice. However, it may be that manag-
ers are constrained in how much they can affect distributive and procedural justice because 
of formal organizational policies or cost constraints. Interpersonal and informational justice 
are less likely to be governed by these mechanisms because providing information and treat-
ing employees with dignity are practically “free.” In such cases, managers wishing to promote 
fairness could focus their efforts more on informational and interpersonal justice.68

In terms of cultural differences, meta-analytic evidence shows individuals in both 
individualistic and collectivistic cultures prefer an equitable distribution of rewards over an 
equal division (everyone gets paid the same regardless of performance).69 Across nations, 
the same basic principles of procedural justice are respected, and workers around the world 
prefer rewards based on performance and skills over rewards based on seniority.70 However, 
in collectivist cultures employees expect rewards to reflect their individual needs as well as 
their performance.71 Other research suggests that inputs and outcomes are valued differ-
ently in various cultures.72 Some cultures emphasize status over individual achievement as 
a basis for allocating resources. Materialistic cultures are more likely to see cash compensa-
tion and rewards as the most relevant outcomes of work, whereas relational cultures will 
see social rewards and status as important outcomes. International managers must consider 
the cultural preferences of each group of employees when determining what is “fair” in 
different contexts.
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Expectancy Theory
One of the most widely accepted explanations of motivation is Victor Vroom’s expectancy 
theory.73 Although it has its critics, most of the evidence supports the theory.74

Expectancy theory argues that the strength of our tendency to act a certain way 
depends on the strength of our expectation of a given outcome and its attractiveness. In 
practical terms, employees will be motivated to exert a high level of effort when they 
believe it will lead to a good performance appraisal; that a good appraisal will lead to orga-
nizational rewards, such as salary increases and/or intrinsic rewards; and that the rewards 
will satisfy the employees’ personal goals. The theory, therefore, focuses on three relation-
ships (see Exhibit 7-7).

1.	 Effort–performance relationship. The probability perceived by the individual that 
exerting a given amount of effort will lead to performance.

2.	 Performance–reward relationship. The degree to which the individual believes per-
forming at a particular level will lead to the attainment of a desired outcome.

3.	 Rewards–personal goals relationship. The degree to which organizational rewards 
satisfy an individual’s personal goals or needs and the attractiveness of those potential 
rewards for the individual.75

Expectancy theory helps explain why a lot of workers aren’t motivated on their jobs and 
do only the minimum necessary to get by. Let’s frame the theory’s three relationships as ques-
tions employees need to answer in the affirmative if their motivation is to be maximized.

First: If I give a maximum effort, will it be recognized in my performance appraisal? For 
many employees, the answer is no. Why? Their skill level may be deficient, which means 
no matter how hard they try, they’re not likely to be high performers. The organization’s 
performance appraisal system may be designed to assess non-performance factors such as 
loyalty, initiative, or courage, which means more effort won’t necessarily result in a 
higher evaluation. Another possibility is that employees, rightly or wrongly, perceive the 
boss doesn’t like them. As a result, they expect a poor appraisal, regardless of effort. These 
examples suggest that people will be motivated only if they perceive a link between their 
effort and their performance.

Second: If I get a good performance appraisal, will it lead to organizational rewards? Many 
organizations reward things besides performance. When pay is based on factors such as 
having seniority, being cooperative, or “kissing up” to the boss, employees are likely to 
see the performance–reward relationship as weak and demotivating.

Finally: If I’m rewarded, are the rewards attractive to me? The employee works hard in 
the hope of getting a promotion but gets a pay raise instead. Or the employee wants a 
more interesting and challenging job but receives only a few words of praise. 
Unfortunately, many managers are limited in the rewards they can distribute, which 
makes it difficult to tailor rewards to individual employee needs. Some managers incor-
rectly assume that all employees want the same thing, thus overlooking the motivational 
effects of differentiating rewards. Whenever the offered rewards are not attractive to the 
employee, employee motivation suffers.

Individual
effort

1 2 3Individual
performance

    Effort–performance relationship
    Performance–reward relationship
    Rewards–personal goals relationship

Organizational
rewards

Personal
goals

1

2

3

EXHIBIT 7-7  Expectancy Theory
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As a vivid example of how expectancy theory can work, consider stock analysts. 
They make their living trying to forecast a stock’s future price; the accuracy of their buy, 
sell, or hold recommendations is what keeps them in work or gets them fired. But it’s not 
quite that simple. Analysts place few sell ratings on stocks, although in a steady market, 
by definition, as many stocks are falling as are rising. Expectancy theory provides an 
explanation: Analysts who place a sell rating on a company’s stock have to balance the 
benefits they receive by being accurate against the risks they run by drawing that com-
pany’s ire. What are these risks? Risks include public rebuke, professional blackballing, 
and exclusion from information. When analysts place a buy rating on a stock, they face 
no such trade-off, because, obviously, companies love it when analysts recommend that 
investors buy their stocks. So the incentive structure suggests the expected outcome of 
buy ratings is higher than the expected outcome of sell ratings, and that’s why buy ratings 
vastly outnumber sell ratings.76

Does expectancy theory work? Some critics suggest it has only limited use and is 
more valid where individuals clearly perceive effort–performance and performance–
reward linkages.77 Because few individuals do, the theory tends to be idealistic. If organi-
zations actually rewarded individuals for performance rather than seniority, effort, skill 
level, and job difficulty, expectancy theory might be much more valid. However, rather 
than invalidating it, this criticism can explain why a significant segment of the workforce 
exerts low effort on the job.

Fostering Workplace Motivation
Creating Job Engagement
When Joseph reports to his job as a hospital nurse, it seems that everything else in his life 
goes away, and he becomes completely absorbed in what he is doing. His emotions, thoughts, 
and behaviour are all directed toward patient care. In fact, he can get so caught up in work 
that he isn’t even aware of how long he’s been there. As a result of this total commitment, 
he is more effective in providing patient care and feels uplifted by his time at work.

Joseph has a high level of job engagement, the investment of an employee’s physical, 
cognitive, and emotional energies into job performance.78 Practising managers and scholars 
have become interested in facilitating job engagement, believing factors deeper than liking 
a job or finding the work interesting drive performance. Studies attempt to measure this 
deeper level of commitment.

The Gallup organization has been using 12 questions to assess the extent to which 
employee engagement is linked to positive work outcomes for millions of employees over 
the past 30 years.79 There are far more engaged employees in highly successful than in aver-
age organizations, and groups with more engaged employees have higher levels of produc-
tivity, fewer safety incidents, and lower turnover. Academic studies have also found positive 
outcomes. One study examined multiple business units for their level of engagement and 
found a positive relationship with a variety of practical outcomes.80 Another study 
reviewed 91 distinct investigations and found higher levels of engagement associated with 
task performance and citizenship behaviour.81

What makes people more likely to be engaged in their jobs? One key is the degree to 
which an employee believes it is meaningful to engage in work. This is partly determined by 
job characteristics and access to sufficient resources to work effectively.82 Another factor is 
a match between the individual’s values and those of the organization.83 Leadership behav-
iours that inspire workers to a greater sense of mission also increase employee engagement.84

One of the critiques of engagement theory is that the construct is partially redundant 
with job attitudes like satisfaction or stress.85 Other critics note there may be a dark side to 
engagement, as evidenced by a positive relationship between engagement and work–family 
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conflict.86 For instance, individuals might grow so engaged in their work roles that family 
responsibilities become an unwelcome intrusion. An overly high level of engagement can 
lead to a loss of perspective and, ultimately, burnout. Further research exploring how 
engagement relates to negative outcomes may help clarify whether some highly engaged 
employees might be getting too much of a good thing.

Summary
•	 The motivation theories in this chapter differ in their predictive strength.

•	 Maslow’s hierarchy, Theory X and Theory Y, Two-Factor Theory, and McClelland’s 
Theory focus on needs. None has found widespread support, although McClelland’s 
is the strongest, particularly regarding the relationship between achievement and 
productivity.

•	 Self-determination theory and cognitive evaluation theory have merits to consider. 
Goal-setting theory can be helpful but does not cover absenteeism, turnover, or job 
satisfaction. Reinforcement theory can be helpful, but not regarding employee satisfac-
tion or the decision to quit.

•	 Equity theory’s strongest legacy is that it provided the spark for research on organiza-
tional justice, which has more support in the literature.

•	 Expectancy theory can be helpful, but assumes employees have few constraints on deci-
sion making, such as bias or incomplete information, and this limits its applicability.

•	 Organizational justice is influenced by distributive, procedural, informational, and 
interpersonal justice. The relevance of each form of justice varies by situation.

•	 Job engagement goes a long way toward explaining various degrees of employee com-
mitment, although the outcomes of high engagement may not all be desirable.

Implications for Managers
•	 Make sure extrinsic rewards for employees are not viewed as coercive, and recognize 

the importance of intrinsic motivators that appeal to employees’ desires for autonomy, 
relatedness, and competence.

•	 Consider goal-setting theory: Within reason, clear and difficult goals often lead to 
higher levels of employee productivity.

•	 In accordance with self-efficacy theory, efforts you make to help your employees feel 
successful in completing tasks will result in their increased motivation.

•	 As suggested by justice theory, ensure that employees feel fairly treated; sensitivity to 
processes and interactions are particularly important when rewards are distributed 
unequally.

•	 Expectancy theory offers a partial means of enhancing employee productivity, absen-
teeism, and turnover: Employees are more motivated to engage in behaviours they 
think they can perform, which in turn lead to valued rewards.
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BREAKOUT QUESTION FOR GROUP DISCUSSION
Discuss goal setting strategies that you currently use to help you study effectively and hand 
in assignments on time. How are those strategies working for you now? Based on what 
you’ve learned about motivation, how might you improve them?

PERSONAL INVENTORY ASSESSMENT

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
Work Motivation Indicator.

SELF-REFLECTION ACTIVITY
What does work mean to you? Is your job a means to end, allowing you to support a desired 
lifestyle? Is it a way to seek power and prestige? Is it a calling, a central part of who you are? 
The Personal Inventory Assessment found in MyManagementLab “Work Motivation 
Indicator” helps to evaluate what you really want out of your working life. Think carefully 
about what the result means for future career and lifestyle planning. What is important to 
your identity? What personal sacrifices, if any, are you prepared to make for your job? What 
are you willing to trade (money, prestige, time, etc.) in order to have time for other inter-
ests? The answers to these questions should guide your career decisions. People with a call-
ing, for example, may be willing to earn lower wages at less prestigious jobs in order to reach 
their goals. Social workers who try to improve lives in underprivileged communities are a 
commonly cited example. People looking to maintain a certain lifestyle standard, by con-
trast, may be less willing to make material sacrifices to achieve their career goals.

MINI CASE    WHAT DOES “FAIR” MEAN?

As Sophia walked past the cubicles of the production-related office staff, she tried to ignore 
the occasional low, muttered complaint. The resentment over summer hours had simmered 
this long, a few more days wouldn’t make any difference. As Director of Finance and 
Information Technology, it was not Sophia’s direct responsibility to manage production 
staff, but since she was the most senior executive located at their company’s rural packaging 
plant she felt a certain responsibility to attend to employee morale, even if it was somewhat 
outside of her formal job description. Now she wondered how to address this mess before it 
became toxic.

Sophia worked for the Canadian subsidiary of an American consumer packaged goods 
company who made skin care and personal hygiene products. Their facility in rural Ontario 
packaged products for the Canadian market, which had unique requirements, such as 
French and English labelling. The Canadian operations were responsible for their own sales 
and marketing campaigns. The sales branch focused on placing their products in retail 
outlets such as grocery stores and pharmacies, while the marketing team focused on reach-
ing end consumers through television and magazine ads. The sales and marketing teams 
had offices in Toronto, but other functions, such as accounting and information technol-
ogy, were located in the more affordable rural offices. The rural facility had about 
250  employees who worked on the packaging assembly line in two shifts and 35 office 

Personal
Inventory
Assessment
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employees. Of those 35, six were considered production employees, responsible for taking 
customer orders, handling customer service inquiries, and ensuring quality control and 
proper inventory management within the plant.

Ironically, their problems had begun precisely because Sophia was trying to improve 
employee morale. Several office employees had been asking for summer hours, meaning 
they would come in half an hour earlier each morning and then get Friday afternoons off. 
Stephen, the accounting supervisor responsible for a staff of seven bookkeepers and ana-
lysts, had been particularly adamant. “Everyone enjoys a long weekend,” he said to Sophia, 
“and the accounting employees deserve it even more than most because every single 
month-end they are here until midnight two or three nights in a row while we get the 
monthly financial statement and reports wrapped up. Offering summer hours is the least we 
can do.” Sophia had agreed, and had instituted the summer hours for office staff. It was not 
possible to do the same for production staff, since the packaging assembly line had to keep 
running through the full two shifts to keep up with demand. That meant that the six pro-
duction-related office employees also had to stay, just in case they were needed by either 
customers or the plant staff.

It wasn’t long before one of the most senior production-office employees, an operations 
expert named Bianca, started to object. It was difficult to watch all her colleagues leaving 
early to enjoy the Friday sunshine while she and her team were stuck behind their desks 
just in case they were needed (which they often weren’t). The offices had always had a 
family feel—most employees had been there over 10 years. Bianca tried not to take it per-
sonally, but it was hard. It just didn’t seem fair to her. She had expressed that opinion at a 
staff meeting last week only to have Stephen in Accounting confront her. “So what exactly 
is fairness to you anyway?” Stephen asked. “Because I never see you complain when we are 
staying late for month end and you are out the door by 5:00 or 5:30!”

Sophia hated to see that kind of infighting developing. She had also noticed that a 
couple of production employees had called in sick on Fridays recently and some of their 
reports had been late. That wasn’t a good sign. How could she make everyone feel they 
were fairly treated? And what exactly was fairness anyway?

Discussion Questions

1.	 Using what you know about equity theory, expectancy theory, and organizational jus-
tice, explain why Stephen and Bianca have different perceptions of what fairness 
means when it comes to implementing summer hours.

2.	 Assume that Sophia makes no changes to the summer hours program. What long-term 
motivational impacts do you anticipate for office staff? How about production staff? 
Explain your reasoning.

3.	 Imagine you are Sophia. What do you do now to maintain the highest possible motiva-
tion among the greatest number of employees? Explain your reasoning.

Mini Case    Goals, Revisited

In 2010 the CBC’s The Fifth Estate profiled Peter Nygard, founder and CEO of Nygard, a 
successful clothing retailer catering largely to working-age women. The documentary, titled 
Larger Than Life, presented an unflattering portrait of an abusive, egotistical sexual predator 
who had difficulty reigning in his prodigious temper. Although Peter Nygard himself dis-
putes some of the content presented in the documentary, several different people reported 
that he was fond of telling employees “I am God here” while making difficult and some-
times impossible demands.
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Peter Nygard owns a large estate in the Bahamas that is used to entertain. In one 
example of goal setting “Nygard style,” the CBC reported that Nygard had asked that 
groundskeepers ensure mosquitos were controlled in the resort through fogging and other 
chemical controls. The tennis courts were especially prone to mosquitos, and Peter had 
instituted a simple system: Every time a guest was bitten by a mosquito while playing ten-
nis he would fine the groundkeeper on shift at the time. Fines ranged from $5 to $15 per 
incident. This incentive system was ultimately deemed illegal, because multiple fines 
might easily result in employees making little to nothing for their work. In interviews col-
lected by the CBC, some employees commented that the complex system of fines (of 
which the mosquito fines were just one example), combined with the vulnerability of the 
workers and Peter’s frequent rages and abusive behaviour, created working conditions 
comparable to slavery.

Discussion Questions

1.	 Using goal-setting theory as your framework, explain why Nygard’s “mosquito fine” 
policy would be ineffective at motivating desirable job task behaviours.

2.	 Using goal-setting theory as your framework, devise an incentive system that would 
maximize performance—in this case meaning careful attention to mosquito control. 
Explain and justify your strategy.

3.	 What impact would abusive behaviour and frequent temper tantrums by the CEO be 
likely to have on short-term employee motivation? What about long-term motivation 
and engagement? Explain your answer using motivational theory to justify your 
perspective.

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
•	Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
•	PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
•	Study Plan: Check your understanding of chapter concepts with self-study quizzes.
•	Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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Learning Objectives

Pay is not the only motivator for working individuals. 
Pay is a central means of motivation, but what you’re 
actually doing for the money matters, too. In Chapter 7, 
we focused on motivation theories. In this chapter,  

we apply motivation concepts to practices. While it’s 
important to understand the foundational concepts, it’s 
even more important to see how, as a manager, you can 
use them.

After studying this chapter, you should be able to:

1	 Explain the job characteristics model and the way it 
motivates by changing the work environment.

2	 Compare the main ways jobs can be redesigned.

3	 Assess how specific alternative work arrangements 
may motivate employees.

4	 Explain how employee involvement measures can 
motivate employees.

5	 Evaluate how different types of variable-pay programs 
can contribute to increased employee motivation.

6	 Demonstrate how flexible benefits turn benefits into 
motivators.

7	 Describe the motivational benefits of intrinsic rewards 
and use that knowledge to assess employee engage-
ment and recognition programs.

designpics/123RF, Stock-Asso/Shutterstock, Robert Byron/123RF,  
Riccardo Piccinini/Fotolia

Chapter 8 
Motivation: From Concepts to Applications
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MOTIVaTING BY JOB DESIGN: THE JOB 
CHaRacTERISTIcS MOdEL
Increasingly, research on motivation focuses on approaches that link motivational concepts 
to the way work is structured. Research in job design suggests that the way the elements 
of a job are organized can influence employee effort. We’ll discuss the job characteristics 
model and investigate ways jobs can be redesigned. We’ll then explore alternative work 
arrangements.

The Job Characteristics Model
Developed by J. Richard Hackman and Greg Oldham, the job characteristics model (JCM) 
describes jobs by five core dimensions:1

1.	 Skill variety is the degree to which a job requires different activities using specialized 
skills and talents. The work of a garage owner-operator who does electrical repairs, 
rebuilds engines, does bodywork, and interacts with customers scores high on skill 
variety. The job of a body shop worker who sprays paint eight hours a day scores low 
on this dimension

2.	 Task identity is the degree to which a job requires completion of a whole and identifi-
able piece of work. A cabinetmaker who designs furniture, selects the wood, builds the 
object, and finishes it has a job that scores high on task identity. A job scoring low on 
this dimension is operating a lathe to make table legs. 

3.	 Task significance is the degree to which a job is perceived to affect the lives or work 
of other people. The job of a nurse helping patients in a hospital intensive care unit 
scores high on task significance. Sweeping floors in a hospital scores low because, 
although cleanliness is very important to minimize disease transmission, many people 
do not think about how much sweeping floors contributes to that important outcome. 
In another example, a lawyer who actively prosecutes cases may feel more task signifi-
cance than the clerk who merely checks court documents for spelling and grammar 
errors before they are submitted.

4.	 Autonomy is the degree to which a job provides the worker freedom, independence, 
and discretion in scheduling work and determining the procedures for carrying it out. 
A sales manager who schedules his own work and the sales approach for each customer 
without supervision has a highly autonomous job. An account representative who is 
required to follow a standardized sales script with potential customers while under 
supervision has a job low in autonomy.

5.	 Feedback is the degree to which carrying out work activities generates direct and clear 
information about your own performance. A job with high feedback is testing and 
inspecting iPads. Assembling components of an iPad as they move down an assembly 
line would provide low feedback.

Exhibit 8-1 presents the job characteristics model (JCM). Note how the first three 
dimensions—skill variety, task identity, and task significance—combine to create meaning-
ful work the employee will view as important, valuable, and worthwhile. Jobs with high 
autonomy give employees a feeling of personal responsibility for results; feedback will show 
employees how effectively they are performing. The JCM proposes that individuals obtain 
internal rewards when they learn (knowledge of results) that they personally have per-
formed well (experienced responsibility) on a task they care about (experienced meaning-
fulness).2 The more these three psychological states are present, the greater will be 
employees’ motivation, performance, and satisfaction, and the lower their absenteeism and 

Although there are individual 
differences, most people respond 
well to intrinsic job characteris-
tics; the job characteristics model 
summarizes what intrinsic job 
characteristics might be altered to 
make the work more interesting 
and intrinsically motivating for 
employees.
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EXHIBIT 8-1  The Job 
Characteristics Model

Source: J. Richard Hackman & Greg 
R. Oldham, Work Redesign, 1st Ed., 
© 1980, p. 90. Reprinted and 
Electronically reproduced by permis-
sion of Pearson Education, Inc., New 
York, NY.
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likelihood of leaving. As Exhibit 8-1 indicates, individuals with a high growth need are 
likely to experience the critical psychological states when their jobs are enriched—and 
respond to them positively.

In general, research concurs with the factors of the JCM, although studies have intro-
duced potential modifiers. One study suggested that when employees were “other-oriented” 
(concerned with the welfare of others at work), the relationship between intrinsic job 
characteristics and job satisfaction was weaker. A few studies have tested the JCM in dif-
ferent cultures, but the results aren’t consistent. The fact that the JCM is relatively indi-
vidualistic (it considers the relationship between the employee and her work) suggests job 
enrichment strategies may not have the same effects in collectivistic cultures as in indi-
vidualistic cultures (such as Canada).3 However, another study suggested the degree to 
which jobs offered intrinsic motivators predicted job satisfaction and job involvement 
equally well for U.S., Japanese, and Hungarian employees.4 Since these countries score 
differently on the individualism scale, this study suggests that the relevance of intrinsic 
motivators may be more strongly influenced by other, as yet unidentified, factors.

HOW CAN JOBS BE REDESIGNED?
“Every day was the same thing,” Frank said. “Stand on that assembly line. Wait for an instru-
ment panel to be moved into place. Unlock the mechanism and drop the panel into the Jeep 
Liberty as it moved by on the line. Then I plugged in the harnessing wires. I repeated that for 
eight hours a day. I don’t care that they were paying me 24 dollars an hour. I was going crazy. 
Finally, I just said . . . this isn’t going to be the way I’m going to spend the rest of my life. My 
brain was turning to Jell-O . . . so I quit. Now I work in a print shop and I make less than 15 
dollars an hour. But let me tell you, the work I do is really interesting. The job changes all 
the time, I’m continually learning new things, and the work really challenges me!”

The repetitive tasks in Frank’s job at the Jeep plant provided little variety, autonomy, 
or motivation. In contrast, his job in the print shop is challenging and stimulating. Let’s 
look at some of the ways to put the JCM into practice to make jobs more motivating.

Job Rotation
If employees suffer from over-routinization of their work, one alternative is job rotation, or 
the periodic shifting of an employee from one task to another with similar skill requirements 
at the same organizational level (also called cross-training). Many manufacturing firms have 
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adopted job rotation as a means of increasing flexibility and avoiding layoffs. Managers at 
these companies train workers on all their equipment so they can move around as needed in 
response to incoming orders. International evidence from Italy, Britain, and Turkey shows 
that job rotation is associated with higher levels of organizational performance in manufac-
turing settings.5 Although job rotation was originally conceptualized for assembly line and 
manufacturing employees, many organizations use job rotation for new managers and others 
to help them get a picture of the whole business.6

At Singapore Airlines, for instance, a ticket agent may take on the duties of a baggage 
handler. Extensive job rotation is among the reasons Singapore Airlines is rated one of the 
best airlines in the world.7

The strengths of job rotation are that it reduces boredom, increases motivation, and 
helps employees understand how their work contributes to the organization, which 
increases task significance. However, it has drawbacks. Work done repeatedly may become 
habitual and routine, which makes decision making more automatic and “efficient.” 
Training costs increase as each rotation necessitates a round of training, and moving a 
worker into a new position reduces productivity for that role. Job rotation also creates dis-
ruptions when members of the work group have to adjust to new employees. And supervi-
sors may have to spend more time answering questions and monitoring the work of recently 
rotated employees.

Job Enrichment
Job enrichment expands jobs by increasing the degree to which the worker controls the 
planning, execution, and evaluation of the work. An enriched job allows the worker to do 
a complete activity, increases the employee’s freedom and independence, increases respon-
sibility, and provides feedback so individuals can assess and correct their own performance.8

How does management enrich an employee’s job? Exhibit 8-2 offers suggested guide-
lines based on the JCM. Combining tasks puts fractionalized tasks back together to form a 
new and larger module of work. Forming natural work units makes an employee’s tasks an 
identifiable and meaningful whole. Establishing client relationships increases the direct rela-
tionships between workers and their clients (clients can be internal as well as outside the 
organization). Expanding jobs vertically gives employees responsibilities and control formerly 
reserved for management. Opening feedback channels lets employees know how well they are 
doing and whether their performance is improving, deteriorating, or remaining constant.

Another method for improving the meaningfulness of work is providing employees with 
mutual assistance programs.9 Employees who can help each other directly through their work 
come to see themselves, and the organizations for which they work, in more positive, proso-
cial terms. This, in turn, can increase employee commitment to the organization.

Combine tasks Skill variety

Task identity

Task signi�cance

Autonomy

Feedback

Form natural work units

Establish client relationships

Expand jobs vertically

Open feedback channels

Suggested Action Core Job DimensionsEXHIBIT 8-2  Guidelines 
for Enriching a Job

Source: Hackman, J.R., Improving 
Life At Work, 1st Ed., © 1977, 
p. 138. Reprinted and Electronically 
reproduced by permission of Pearson 
Education, Inc., New York, NY. 
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The evidence on job enrichment indicates that it reduces absenteeism and turnover 
costs and increases satisfaction, but not all programs are equally effective.10 A review of 83 
organizational interventions designed to improve performance management found that 
frequent, specific feedback on solving problems was linked to consistently higher perfor-
mance, but infrequent feedback that focused more on past problems than future solutions 
was much less effective.11 Thus, job enrichment can be effective when accompanied by 
practices—such as feedback—that support it. To some degree, its effectiveness also depends 
on the person. One study found employees with a higher preference for challenging work 
experienced larger reductions in stress following job redesign than individuals who did not 
prefer challenging work.12

Relational Job Design
While redesigning jobs on the basis of job characteristics theory is likely to make work 
more intrinsically motivating, contemporary research is focusing on how to make jobs more 
prosocially motivating to people. In other words, how can managers design work so employ-
ees are motivated to promote the well-being of the organization’s beneficiaries (custom-
ers, clients, patients, and employees)? This view of job design shifts the spotlight from the 
employee to those whose lives are affected by the job that employee performs.13

One way to make jobs more prosocially motivating is to better connect employees with 
the beneficiaries of their work by relating stories from customers who have found the com-
pany’s products or services to be helpful. This also increases task significance. The medical 
device manufacturer Medtronic invites people to describe how its products have improved, 
or even saved, their lives and shares these stories with employees during annual meetings, 
providing a powerful reminder of the impact of their work. One study found that radiolo-
gists who saw photographs of patients whose scans they were examining made more accu-
rate diagnoses of their medical problems. Why? Seeing the photos made it more personal, 
which elicited feelings of empathy in the radiologists.14

Even better, in some cases managers may be able to connect employees directly with 
beneficiaries. Researchers found that when university fundraisers briefly interacted with the 
undergraduates who would receive the scholarship money they raised, they persisted 42 
percent longer in their fundraising, and raised nearly twice as much money, as those who 
didn’t interact with potential recipients.15 The positive impact was apparent even when 
fundraisers met with just a single scholarship recipient.

ALTERNaTIVE WORK ARRaNGEmENTS
Another approach to motivation is to consider alternative work arrangements such as flex-
time, job sharing, or telecommuting. These are likely to be especially important for a diverse 
workforce of dual-earner couples, single parents, workers with ongoing health needs and/or 
disabilities, and employees caring for a sick or aging relative.

Flextime
Susan is the classic “morning person.” She rises at 5:00 a.m. sharp each day, full of energy. 
However, as she puts it, “I’m usually ready for bed right after the 7:00 p.m. news.”

Susan’s work schedule as a claims processor at Great West Life Assurance is flexible. 
Her office opens at 6:00 a.m. and closes at 7:00 p.m., and she schedules her eight-hour day 
within this thirteen-hour period. Because Susan is a morning person whose seven-year-old 
son gets out of school at 3:00 p.m., she opts to work from 6:00 a.m. to 3:00 p.m. “My work 
hours are perfect. I’m at the job when I’m mentally most alert, and I can be home to take 
care of my son after he gets out of school.”
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Schedule 1

Percent Time: 100% = 40 hours per week

Core Hours: 9:00 A.M.–5:00 P.M., Monday through Friday  
(1-hour lunch)

Work Start Time: Between 8:00 A.M. and 9:00 A.M.

Work End Time: Between 5:00 P.M. and 6:00 P.M.

Schedule 2

Percent Time: 100% = 40 hours per week

Work Hours: 8:00 A.M.–6:30 P.M., Monday through Thursday  
(1/2-hour lunch)

Friday off

Work Start Time: 8:00 A.M.

Work End Time: 6:30 P.M.

Schedule 3

Percent Time: 90% = 36 hours per week

Work Hours: 8:30 A.M.–5:00 P.M., Monday through Thursday  
(1/2-hour lunch)

8:00 A.M.–Noon Friday (no lunch)

Work Start Time: 8:30 A.M. (Monday–Thursday); 8:00 A.M. (Friday)

Work End Time: 5:00 P.M. (Monday–Thursday); Noon (Friday)

Schedule 4

Percent Time: 80% = 32 hours per week

Work Hours: 8:00 A.M.–6:00 P.M., Monday through Wednesday  
(1/2-hour lunch)

8:00 A.M.–11:30 A.M. Thursday (no lunch)

Friday off

Work Start Time: Between 8:00 A.M. and 9:00 A.M.

Work End Time: Between 5:00 P.M. and 6:00 P.M.

Susan’s schedule is an example of flextime, short for “flexible work time.” Employees 
must work a specific number of hours per week but may vary their hours of work within 
limits. As in Exhibit 8-3, each day consists of a common core, usually six hours, with a 
flexibility band surrounding it. The core may be 9:00 a.m. to 3:00 p.m., with the office 
opening at 6:00 a.m. and closing at 6:00 p.m. Employees must be at their jobs during the 
common core period, but they may accumulate their other two hours around that. Some 
flextime programs allow employees to accumulate extra hours and turn them into a free day 
off each month.

Flextime has become extremely popular. According to a recent survey, 53 percent of 
U.S. organizations now offer some form of flextime.16 In Canada a similar survey found 
that 35% of organizations offered it. This is not just a North American phenomenon. In 
Germany, for instance, 73 percent of businesses offer flextime, and flextime is becoming 
more widespread in Japan as well.17 In Germany, Belgium, the Netherlands, and France, 
by law employers are not allowed to refuse an employee’s request for either a part-time or 
a flexible work schedule as long as the reason is reasonable, such as to care for an infant.18

Claimed benefits include reduced absenteeism, increased productivity, reduced over-
time expenses, reduced hostility toward management, reduced traffic congestion around 
work sites on commute paths, elimination of tardiness, and increased autonomy and 
responsibility for employees—any of which may increase employee job satisfaction.19

EXHIBIT 8-3 

Possible Flextime Staff 
Schedules
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As for flextime’s actual record, most of the evidence stacks up favourably. It tends to 
reduce absenteeism and frequently improves worker productivity,20 probably for several 
reasons. Employees can schedule their work hours to align with personal demands, reducing 
tardiness and absences, and they can work when they are most productive. Flextime can 
also help employees balance work and family lives; it is a popular criterion for judging how 
“family-friendly” a workplace is. Finally, employees with ongoing health needs find that 
flextime enables them to schedule medical appointments and follow-up care without need-
ing to take time off. It may thus make workplaces more approachable for people with dis-
abilities, an underemployed and frequently financially disadvantaged group in Canada.

Flextime’s major drawback is that it’s not applicable to every job or every worker. It 
works well with clerical tasks in which an employee’s interaction with people outside his or 
her department is limited. It is often not a viable option for receptionists or sales personnel 
in retail stores—any whose jobs require them to be at their workstations at predetermined 
times. It also appears that people who have a strong desire to separate their work and fam-
ily lives are less motivated to use flextime.21 Overall, employers need to consider the appro-
priateness of both the work and the workers before implementing flextime schedules.

Job Sharing
Job sharing allows two or more individuals to split a traditional 40-hour-a-week job.  
One employee might perform the job from 8:00 a.m. to noon and another from 1:00 p.m. to 
5:00 p.m., or they could work full but alternate days. For example, top Ford engineers Julie 
Levine and Julie Rocco engaged in a job-sharing program that allowed both to spend time with 
their families while redesigning the Explorer crossover. Typically, one of them would work late 
afternoons and evenings and the other worked mornings. They agreed that the program worked 
well, although making the job-share work required a great deal of time and preparation.22

Only 12 percent of large organizations offer job sharing, a significant decline from 18 
percent in 2008.23 Reasons it is not more widely adopted include the difficulty of finding 
compatible partners to job-share and the historically negative perceptions of individuals not 
completely committed to their jobs and employers. However, decreasing job sharing for these 
reasons may be shortsighted. Job sharing allows an organization to draw on the talents of more 
than one individual for a given job. It opens the opportunity to acquire skilled workers—for 
instance, parents with young children and retirees—who might not be available on a full-time 
basis. From the employee’s perspective, job sharing can increase motivation and satisfaction.

An employer’s decision to use job sharing is sometimes based on economics and 
national policy. Two part-time employees sharing a job can be less expensive than one full-
time employee, but some experts suggest this is not the case because training, coordination, 
and administrative costs can be high. Between 2009 and 2012 the Canadian federal govern-
ment encouraged job sharing in order to minimize layoffs. During that period the number of 
federal workers engaged in job sharing increased from 27,000 to 165,104.24 Many German 
and Japanese25 firms have been using job sharing for the same reason. Germany’s Kurzarbeit 
program, now close to 100 years old, has kept employment levels from plummeting through-
out the economic crisis by switching full-time workers to part-time job-sharing work.26

Ideally, employers should consider each employee and job separately, seeking to match 
up the skills, personalities, and needs of each employee with the tasks required for the job 
to look for potential job-sharing matches.

Telecommuting
It might be close to the ideal job for many people: no rush hour traffic, flexible hours, free-
dom to dress as you please, and fewer interruptions. It’s called telecommuting, or working 
at home at least two days a week on a computer linked to the employer’s office.27 (A closely 
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related term—the virtual office—describes working from home on a relatively permanent 
basis.) While telecommuting would seem to mesh with a transition to knowledge work 
(which often can be performed anywhere), it has been a popular topic lately not for its 
potential, but rather for reconsideration. Recently, large companies such as Yahoo and Best 
Buy have eliminated this form of flexible work.28 Yahoo CEO Marissa Mayer has discussed 
how telecommuting may undermine corporate culture, noting: “People are more productive 
when they’re alone, but they’re more collaborative and innovative when they’re together.”29

While the movement away from telecommuting for some companies like Yahoo has 
made the headlines, it appears that for most, the movement continues to grow.

Statistics Canada reported that in 2008, the most recent year for which statistics are 
available, 11.2 percent of employees and 60 percent of the self-employed worked from 
home at least one day a week. Taken together that means that 19 percent of the Canadian 
working population works from home some of the time.30 One recent survey of nearly 500 
organizations found that 57 percent of organizations offered telecommuting, with 36 per-
cent allowing employees to telecommute at least part of the time and 20 percent allowing 
employees to telecommute full-time, and these percentages have remained relatively stable 
since 2008.31 Organizations that actively encourage telecommuting are the Bank of 
Canada, Molson Coors, IBM, L’Oréal Canada, the City of Calgary, Resource Conservation 
Manitoba, the National Ballet of Canada, and a number of government agencies.32

What kinds of jobs lend themselves to telecommuting? There are three categories: 
routine information-handling tasks, mobile activities, and professional and other 
knowledge-related tasks.33 Writers, attorneys, analysts, and employees who spend the 
majority of their time on computers or the telephone—including telemarketers, customer-
service representatives, reservation agents, and product-support specialists—are candi-
dates. As telecommuters, they can access information on their computers at home as easily 
as in the office.

Telecommuting has several potential benefits: a larger labour pool from which to 
select, higher productivity, improved morale, and reduced office-space costs. A positive 
relationship exists between telecommuting and supervisor performance ratings, but the 
anticipated relationship between telecommuting and lower turnover intentions has not 
been substantiated in research.34

Beyond the benefits to employees and organizations, telecommuting has potential 
benefits to society. It can help people living in isolated and disadvantaged communities to 
more fully participate in the workforce. This improved access to paid work has broader 
economic and social justice implications, particularly for First Nations and Inuit people 
living in remote Northern communities. It can also help reduce the environmental impact 
of business activities, making telecommuting socially responsible. One study estimated 
that, in the United States, if people telecommuted half the time, carbon emissions would 

Teleworking is not an all-or-
nothing issue. Fully 67 percent 
of Canadian teleworkers who 
were profiled in the 2008 
Statistics Canada study worked 
10 hours or less a week from 
home and came into the office 
for “face-time” on other days.



155C h a p t e r  8   M o t i v a t i o n :  F r o m  C o n c e p t s  t o  A p p l i c a t i o n s

be reduced by approximately 51 metric tons per year. Environmental savings could come 
about from lower office energy consumption, reduced gas usage, fewer traffic jams that emit 
greenhouse gasses, and fewer road repairs.35 In addition it could lessen the need for some 
dual-earning couples to have two cars, reducing personal household expenses and resource 
wastage even further.

Telecommuting has several downsides. The major one for management is less direct 
employee supervision. In today’s team-focused workplace, telecommuting may make it 
more difficult to coordinate teamwork and can reduce knowledge transfer in organiza-
tions.36 From the employee’s standpoint, telecommuting can increase feelings of isola-
tion and reduce job satisfaction. Telecommuters are also vulnerable to the “out of sight, 
out of mind” effect.37 Employees who aren’t at their desks, who miss meetings, and who 
don’t share in day-to-day informal workplace interactions may be at a disadvantage 
when it comes to raises and promotions because they’re perceived as not putting in the 
requisite “face-time.”

Telecommuting is a contemporary reality, particularly in the minds of employees. 
Telecommuting certainly does appear to make sense given changes in technology, the 
nature of work, and preferences of younger workers. Yet as the Yahoo experience shows, 
some leaders do not think those benefits outweigh the costs.

EmpLOYEE INVOLVEmENT
Employee involvement is a participative process that uses employees’ input to increase their 
commitment to organizational success. If workers are engaged in decisions that increase 
their autonomy and control over their work lives, they will become more motivated, more 
committed to the organization, more productive, and more satisfied with their jobs. These 
benefits don’t stop with individuals—when teams are given more control over their work, 
morale and performance increase as well.38

To be successful, employee involvement programs should be tailored to country 
norms.39 The average Canadian worker is generally receptive to participative approaches 
as long as they perceive that management is sincere when seeking their involvement. 
Newcomers to Canada, however, may find the practice unfamiliar and uncomfortable. 
Recent immigrants from countries with a high power-distance may require additional reas-
surances about cultural appropriateness before embracing participative management styles. 
This idea is reinforced by a study of four countries, including the United States and India, 
that confirmed the importance of modifying practices to reflect national culture.40 While 
U.S. employees readily accepted employee involvement programs, managers in India who 
tried to empower their employees were rated low by those employees. These reactions are 
consistent with India’s high power-distance culture, which accepts and expects differences 
in authority. Similarly, Chinese workers who were very accepting of traditional Chinese 
values showed few benefits from participative decision making, but workers who were less 
traditional were more satisfied and had higher performance ratings under participative 
management.41 Another study conducted in China found that involvement increased 
employees’ thoughts and feelings of job security, enhancing their well-being.42

Examples of Employee Involvement Programs
Let’s look at two major forms of employee involvement—participative management and 
representative participation—in more detail.

Participative Management  Common to all participative management programs is 
joint decision making, in which subordinates share a significant degree of decision-making 
power with their immediate superiors. Participative management has, at times, been 
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considered a panacea for poor morale and low productivity. In reality, for participative man-
agement to be effective, followers must have trust and confidence in their leaders. Leaders 
should refrain from coercive techniques and instead stress the organizational consequences 
of decisions to their followers.43

Studies of the participation–performance relationship have yielded mixed findings.44 
Organizations that institute participative management report higher stock returns, lower 
turnover rates, and higher labour productivity, although these effects are typically not 
large.45 Research at the individual level indicates participation has only a modest influence 
on employee productivity, motivation, and job satisfaction. This doesn’t mean participative 
management isn’t beneficial. However, it is not a sure means of improving performance.

Representative Participation  Most countries in western Europe require companies to 
practice representative participation, called “the most widely legislated form of employee 
involvement around the world.”46 Representative participation redistributes power within 
an organization, putting labour on a more equal footing with the interests of management 
and stockholders by letting workers be represented by a small group of employees who 
participate in decision making.

The two most common forms of representation are works councils and board represen-
tatives.47 Works councils are groups of nominated or elected employees who must be con-
sulted when management makes decisions about employees. Board representatives are 
employees who sit on a company’s board of directors and represent employees’ interests.

The influence of representative participation on working employees seems to be mini-
mal.48 Works councils are dominated by management and have little impact on employees 
or the organization. While participation might increase the motivation and satisfaction of 
employee representatives, there is little evidence that this trickles down to the employees 
they represent. Overall, “the greatest value of representative participation is symbolic. If 
one is interested in changing employee attitudes or in improving organizational perfor-
mance, representative participation would be a poor choice.”49

Linking Employee Involvement Programs  
and Motivation Theories
Employee involvement draws on a number of the motivation theories we discussed in 
Chapter 7. Theory Y is consistent with participative management and Theory X with the 
more traditional autocratic style of managing. In terms of two-factor theory, employee 
involvement programs could provide intrinsic motivation by increasing opportunities for 
growth, responsibility, and involvement in the work itself. The opportunity to make and 
implement decisions—and then see them work out—can help satisfy an employee’s needs 
for responsibility, achievement, recognition, growth, and enhanced self-esteem. Extensive 
employee involvement programs have the potential to increase intrinsic motivation. And 
giving employees control over key decisions, along with ensuring that their interests are 
represented, can augment feelings of procedural justice.

USING PaY TO MOTIVaTE EmpLOYEES
As we saw in Chapter 3, pay is not a primary factor driving job satisfaction. However, it does 
motivate people, and companies often underestimate its importance. Comparative pay rates 
are closely related to perceived justice, meaning that pay can impact motivation directly 
through acquired spending power (a reward), and indirectly via justice perceptions. One 
study found that while 45 percent of employers thought pay was a key factor in losing top 
talent, 71 percent of top performers called it a strong reason.50

In contrast to research on the job 
characteristics model and work 
redesign, which is mostly favour-
able, the evidence on employee 
involvement programs is decid-
edly mixed. It is not clear that 
employee involvement programs 
have lived up to their promise.
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Given that pay is so important, will the organization lead, match, or lag the market in 
pay? How will individual contributions be recognized? In this section, we consider (1) what 
to pay employees (decided by establishing a pay structure), (2) how to pay individual 
employees (decided through variable-pay plans and skill-based pay plans), (3) what benefits 
and choices to offer (such as flexible benefits), and (4) how to construct employee recogni-
tion programs.

What to Pay: Establishing a Pay Structure
There are many ways to pay employees. The process of initially setting pay levels entails 
balancing internal equity—the worth of the job to the organization (usually established 
through a technical process called job evaluation)—and external equity—the competitive-
ness of an organization’s pay relative to pay in its industry (usually established through pay 
surveys). Obviously, the best system pays what the job is worth, while also paying competi-
tively relative to the labour market.

Some organizations prefer to pay above the market, while some may lag the market 
because they can’t afford to pay market rates, or they are willing to bear the costs of pay-
ing below market (namely higher turnover as people are lured to better-paying jobs). 
Some companies who have realized impressive gains in income and profit margins have 
done so partly by holding down employee wages, such as Comcast, Walt Disney, 
McDonald’s, and AT&T.51

Pay more, and you may get better-qualified, more highly motivated employees who will 
stay with the organization longer. A study covering 126 large organizations found employ-
ees who believed they were receiving a competitive pay level had higher morale and were 
more productive, and customers were more satisfied as well.52 But pay is often the highest 
single operating cost for an organization, which means paying too much can make the 
organization’s products or services too expensive.

Establishing a pay structure thus has broad implications for employees and for the 
organization as a whole. Finding the right balance can be an art and a science, handled best 
when leaders understand the implications of pay decisions.

How to Pay: Rewarding Individual Employees  
Through Variable-Pay Programs
“Why should I put any extra effort into this job?” asked Anne, a fourth-grade elementary 
schoolteacher in Thunder Bay, Ontario. “I can excel or I can do the bare minimum. It 
makes no difference. I get paid the same. Why do anything above the minimum to get by?” 
While many schoolteachers are intrinsically motivated to perform well, comments like 
Anne’s have been voiced by some teachers for decades because pay increases are tied to 
seniority.53 Many organizations, public and private, are moving away from pay based on 
seniority because of this motivational limitation. It is worth noting that this objection 
to seniority-based pay is actually based on justice and equity concerns. As equity theory 
suggests, there is a reluctance to put in more work than others for the same reward. 
It also relates to expectancy theory: Why work harder when you get the same reward 
either way?

Piece-rate, merit-based, bonus, skill-based, profit-sharing, gain-sharing, and employee 
stock ownership plans are all forms of a variable-pay program, which bases a portion of an 
employee’s pay on some individual and/or organizational measure of performance.54 
Variable-pay plans have long been used to compensate salespeople and executives, but the 
scope of variable-pay jobs has broadened. Recent research indicates that 26 percent of U.S. 
companies have either increased or plan to increase the proportion of variable pay in 

Variable-pay plans focus on per-
formance rather than seniority. 
Properly designed and adminis-
tered, these plans do appear to 
enhance employee motivation. 
When they are poorly designed, 
however, they can have damaging 
unintended consequences, as we 
will see shortly.
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By matching individual prefer-
ences with team role demands, 
managers increase the likelihood 
that the team members will work 
well together.

Of course, the ability of the team’s leader matters as well. Smart team leaders help less 
intelligent team members when they struggle with a task. A less intelligent leader can actu-
ally neutralize the effect of a high-ability team.31

Personality of Members  We demonstrated in Chapter 5 that personality significantly 
influences individual behaviour. Some dimensions identified in the Big Five personality 
model are relevant to team effectiveness.32 Specifically, teams that rate higher on mean 
levels of conscientiousness and openness to experience tend to perform better, and the 
minimum level of team member agreeableness also matters: teams do worse when they 
include one or more highly disagreeable members. This relates to the concept of emotional 
contagion you read about in Chapter 4. Perhaps one bad apple can spoil the whole bunch!

Research provides us with a good idea about why personality traits are important to 
teams. Conscientious people are good at backing up other team members, and they’re good 
at sensing when their support is truly needed. Conscientious teams also have other 
advantages—one study found that specific behavioural tendencies such as personal organi-
zation, achievement orientation, and endurance were all related to higher levels of team 
performance.33 Open team members communicate better with one another and throw out 
more ideas, which makes teams composed of open people more creative and innovative.34

Team composition can be based on individual personalities to good effect. Suppose an 
organization needs to create 20 teams of 4 people each and has 40 highly conscientious 
people and 40 who score low on conscientiousness. Would the organization be better off 
(1) forming 10 teams of highly conscientious people and 10 teams of members low on con-
scientiousness, or (2) “seeding” each team with 2 people who scored high and 2 who scored 
low on conscientiousness? Perhaps surprisingly, evidence suggests option 1 is best; perfor-
mance across the teams will be higher if the organization forms 10 highly conscientious 
teams and 10 teams low in conscientiousness. The reason is that a team with varying con-
scientiousness levels will not work to the peak performance of the highly conscientious 
members. Instead, a group normalization dynamic (or simple resentment) will complicate 
interactions and force the highly conscientious members to lower their expectations, reduc-
ing the group’s performance. In cases like this, it does appear to make sense to put conscien-
tious team members into teams with other conscientious members.”35

Allocation of Roles  Members should be selected to ensure all the various team roles 
are filled. A study of 778 major league baseball teams over a 21-year period highlights the 
importance of assigning roles appropriately.36 As you might expect, baseball teams with 
more experienced and skilled members performed better. However, the experience and 
skill of players in core roles who handled more of the workflow of the team, and who were 
central to all work processes (pitchers and catchers), were especially vital. Based on this 
study and many other research findings, managers should assign the most able, experienced, 
and conscientious workers to the central roles in a team.

Diversity of Members  In Chapter 9, we discussed research on the effect of diversity on 
groups. How does team diversity affect team performance? The degree to which members of a 
work unit (group, team, or department) share a common demographic attribute, such as age, 
sex, race, educational level, or length of service in the organization, is the subject of orga-
nizational demography. This is closely related to the social identity–based perceptual biases 
described in Chapter 6. You may recall that social identity effects mean that we tend to 
think people like us (in-groups members) are inherently superior and more trustworthy than 
people different from us (out-group members). Organizational demography combined with 
social identity suggests that diversity in attributes such as age or the date of joining should 
help us predict turnover within groups. The logic goes like this: Turnover will be greater 
among those with dissimilar backgrounds because communication is more difficult and con-
flict is more likely. Increased conflict makes membership less attractive, so employees are 
more likely to quit. Similarly, the losers of a conflict are more apt to leave voluntarily or be 
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Effective teams maintain a 
common plan and purpose to their 
actions that concentrate their 
energies.

forced out.37 The conclusion would be that diversity, at least on these two characteristics, 
negatively affects team performance. On the other hand, people with diverse perspectives 
are likely to be more creative and innovative as a team, because they will have a broader 
range of knowledge, information, and life experience to draw on when considering alter-
natives and proposing solutions. This positive influence is more likely to occur when the 
members respect each other’s viewpoints and have strong communication skills.

We have discussed research on team diversity in race or gender. But what about diversity 
created by national differences? Like the aforementioned research, evidence here indicates 
elements of national diversity interfere with team processes, at least in the short term.38 
Cultural diversity does seem to be an asset for tasks that call for a variety of viewpoints. But 
culturally heterogeneous teams have more difficulty learning to work with each other and solv-
ing problems. The good news is that these difficulties seem to dissipate with time. Although 
newly formed culturally diverse teams underperform newly formed culturally homogeneous 
teams, the differences disappear after about three months.39 Once again, if respectful commu-
nication protocols are followed, cultural diversity can also increase creativity and innovation 
on teams, especially those creating products and services for diverse customer bases.

Size of Teams  Most experts agree that keeping teams small is key to improving group 
effectiveness.40 Generally speaking, the most effective teams have five to nine members. 
Experts suggest using the smallest number of people who can do the task. Unfortunately, 
managers often err by making teams too large. It may require only four or five members to 
develop an array of views and skills, while coordination problems can increase exponentially 
as team members are added. When teams have too many members, cohesiveness and mutual 
accountability decline, social loafing increases, and people communicate less. Large teams 
have trouble coordinating, especially under time pressure. When a natural working unit is 
somewhat large and you want a team effort, consider breaking the group into subteams.41

Member Preferences  Not every employee is a team player. Given the option, many 
employees will select themselves out of team participation. When people who prefer to 
work alone are required to team up, there is a direct threat to the team’s morale and to indi-
vidual member satisfaction.42 This suggests that, when selecting team members, managers 
should consider individual preferences along with abilities, personalities, and skills. High-
performing teams are likely to be composed of people who prefer working as part of a group.

Team Processes
The final category related to team effectiveness includes process variables such as member 
commitment to a common purpose, establishment of specific team goals, team efficacy, 
mental models, a managed level of conflict, and minimized social loafing. These will be 
especially important in larger teams and in teams that are highly interdependent.43

Why are processes important to team effectiveness? Teams should create outputs 
greater than the sum of their inputs, as when a diverse group develops creative alternatives. 
Exhibit 10-4 illustrates how group processes can have an impact on a group’s actual effec-
tiveness.44 Teams are often used in research laboratories because they can draw on the 
diverse skills of various individuals to produce more meaningful research than researchers 
working independently—that is, they produce positive synergy, and their process gains 
exceed their process losses.

Common Plan and Purpose  Effective teams begin by analyzing the team’s mission, 
developing goals to achieve that mission, and creating strategies for achieving the goals. 
Teams that consistently perform better have established a clear sense of what needs to 
be done and how.45 This sounds obvious, but it is surprising how many teams ignore this 
fundamental process.
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Members of successful teams put a tremendous amount of time and effort into discuss-
ing, shaping, and agreeing on a purpose that belongs to them both collectively and indi-
vidually. This common purpose, when accepted by the team, becomes what GPS is to a 
self-driving car: It provides direction and guidance under any conditions. Like a car follow-
ing the wrong road, teams that don’t have good planning skills are doomed, executing the 
wrong plan.46 Teams should agree on whether their goal is to learn about and master a task 
or simply to perform the task; evidence suggests that different perspectives on learning 
versus performance goals lead to lower levels of team performance overall.47 It appears that 
these differences in goal orientation produce their effects by reducing the sharing of infor-
mation. In sum, having all employees on a team strive for the same type of goal is important.

Effective teams show reflexivity, meaning they reflect on and adjust their master plan 
when necessary. A team has to have a good plan, but it also has to be willing and able to 
adapt when conditions call for it.48 Interestingly, some evidence suggests that teams high 
in reflexivity are better able to adapt to conflicting plans and goals among team members.49

Specific Goals  Successful teams translate their common purpose into specific, measur-
able, and realistic performance goals. Specific goals facilitate clear communication. They 
help teams maintain their focus on getting results.

Consistently with the research on individual goals, team goals should be challenging. 
Difficult but achievable goals raise team performance on those criteria at which they’re 
aiming. So, for instance, goals for quantity tend to raise quantity, goals for accuracy raise 
accuracy, and so on.50

Team Efficacy  Effective teams have confidence in themselves; they believe they can 
succeed. We call this team efficacy.51 Teams that have been successful raise their beliefs 
about future success, which, in turn, motivates them to work harder. In addition, teams that 
have a shared knowledge of individual capabilities can strengthen the link between team 
members’ self-efficacy and their individual creativity because members can more effectively 
solicit opinions from their teammates.52 What can management do to increase team effi-
cacy? Two options are helping the team achieve small successes that build confidence and 
providing training to improve members’ technical and interpersonal skills. The greater the 
abilities of team members, the more likely the team will develop confidence and the ability 
to deliver on that confidence.

Mental Models  Effective teams share accurate mental models—organized mental rep-
resentations of the key elements within a team’s environment that team members share.53 
(If team mission and goals pertain to what a team needs to do to be effective, mental models 
pertain to how a team does its work.) If team members have the wrong mental models, which 
is particularly likely in teams under acute stress, their performance suffers.54 The similarity of 
team members’ mental models matters, too. If team members have different ideas about how to 
do things, the team will fight over methods rather than focus on what needs to be done.55 One 
review of 65 independent studies of team cognition found that teams with shared mental mod-
els engaged in more frequent interactions with one another, were more motivated, had more 
positive attitudes toward their work, and had higher levels of objectively rated performance.56

Conflict Levels  Conflict on a team isn’t necessarily bad. Conflict has a complex 
relationship with team performance. Relationship conflicts—those based on interpersonal 
incompatibility, tension, and animosity toward others—are almost always dysfunc-
tional. However, when teams are performing non-routine activities, disagreements about 
task content—called task conflicts—stimulate discussion, promote critical assessment of 
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problems and options, and can lead to better team decisions. The timing of conflict mat-
ters, too. A study conducted in China found that moderate levels of task conflict during the 
initial phases of team performance were positively related to team creativity, but both very 
low and very high levels of task conflict were negatively related to team performance.57 In 
other words, both too much and too little disagreement about how a team should initially 
perform a creative task can inhibit performance.

The way conflicts are resolved can make the difference between effective and ineffec-
tive teams. A study of ongoing comments made by 37 autonomous work groups showed that 
effective teams resolved conflicts by explicitly discussing the issues, whereas ineffective 
teams experienced conflicts focused more on personalities and the way things were said.58

Social Loafing  As we noted earlier, individuals can engage in social loafing and coast 
on the group’s effort when their particular contributions can’t be identified. Effective teams 
undermine this tendency by making members individually and jointly accountable for the 
team’s purpose, goals, and approach.59 Therefore, members should be clear on what they are 
individually responsible for and what they are jointly responsible for on the team.

TuRNINg INdIVIduALS INtO TEAM PLAYERS
We’ve made a case for the value and growing popularity of teams. But many people are not 
inherently team players, and many organizations have historically nurtured individual accom-
plishments. Teams fit well in countries that score high on collectivism, but what if an organi-
zation wants to introduce teams into a work population of individuals born and raised in an 
individualistic society? A veteran employee of a large company, who had done well working in 
an individualistic company in an individualist country, described the experience of joining a 
team: “I’m learning my lesson. I just had my first negative performance appraisal in 20 years.”60

So what can organizations do to enhance team effectiveness—to turn individual con-
tributors into team members? It is a difficult question, as details about the context and 
personalities involved make a big difference, so there isn’t one right answer. Discussed 
below are options for managers trying to turn individuals into team players.

Selecting: Hiring Team Players
Some people already possess the interpersonal skills to be effective team players. When 
hiring team members, be sure candidates can fulfill their team roles as well as technical 
requirements.61

Creating teams often means resisting the urge to hire top talent no matter what since 
their ability to be part of a team is distinct from their other skills. For example, New York 
Knicks professional basketball player Carmelo Anthony scores a lot of points for his team, 
but statistics show he scores many of them by taking more shots than other highly paid 
players in the league, which means fewer shots for his teammates.62

As a final consideration, personal traits appear to make some people better candidates 
for working in diverse teams. People who are open to new experiences, comfortable with 
ambiguity, empathetic, socially oriented, and engage in high levels of self-monitoring tend 
to be more effective at cross-cultural communication. Teams of members who like to work 
through difficult mental puzzles also seem more effective and able to capitalize on the mul-
tiple points of view that arise from diversity in age and education.63

Training: Creating Team Players
Training specialists conduct exercises that allow employees to experience the satisfaction 
teamwork can provide. Workshops help employees improve their problem-solving, com-
munication, negotiation, conflict-management, and coaching skills.
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Rewarding: Providing Incentives to Be a  
Good Team Player
An organization’s reward system must be reworked to encourage cooperative efforts rather 
than competitive ones.64 Hallmark Cards Inc. added to its basic individual-incentive system 
an annual bonus based on achievement of team goals. Whole Foods directs most of its perfor-
mance-based rewards toward team performance. As a result, teams select new members care-
fully so they will contribute to team effectiveness (and thus team bonuses).65 It is usually best 
to strike a cooperative tone as soon as possible in the life of a team. Teams that switch from a 
competitive to a cooperative system do not immediately share information, and they still tend 
to make rushed, poor-quality decisions.66 Apparently, the low trust typical of the competitive 
group will not be readily replaced by high trust with a quick change in reward systems.

Promotions, pay raises, and other forms of recognition should be given to individuals 
who work effectively as team members by training new colleagues, sharing information, 
helping resolve team conflicts, and mastering needed skills. This doesn’t mean individual 
contributions should be ignored; rather, they should be balanced with the contributions to 
the team. As always, it is important to examine rewards carefully to make sure they don’t 
accidently encourage behaviours that undermine the team. For example, some manufactur-
ing teams in the auto industry have historically been given a team incentive for attendance, 
meaning that if no members of the team were absent for a month the entire group received 
a bonus. This reward structure socially penalized workers who were already vulnerable, most 
notably those dealing with serious medical conditions or single parents without backup 
childcare. Both these groups are more likely to be absent. Over time this created resent-
ment among their team members that undermined trust and led to ostracism and poor peer 
reviews for some workers. Since their disadvantage was based on things like disability and 
family status, it might be construed as systematic adverse impact.

Finally, don’t forget the intrinsic rewards, such as camaraderie, that employees can 
receive from teamwork. It’s exciting to be part of a successful team. The opportunity for 
development of self and teammates can be a very satisfying and rewarding experience.

BEwARE! TEAMS AREN’t ALwAYS  
tHE ANSwER
Teamwork takes more time and often more resources than individual work. Teams have 
increased communication demands, conflicts to manage, and meetings to run. So the bene-
fits of using teams have to exceed the costs, and that’s not always possible.67 Before you rush 
to implement teams, carefully assess whether the work will benefit from a collective effort.

How do you know whether the work of your group would be done better in teams? You can 
apply three tests.68 First, can the work be done better by more than one person? A good indica-
tor is the complexity of the work and the need for different perspectives. Simple tasks that don’t 
require diverse input are probably better left to individuals. Second, does the work create a 
common purpose or set of goals for the people in the group that is more than the aggregate of 
individual goals? Many service departments of new-vehicle dealers have introduced teams that 
link customer service people, mechanics, parts specialists, and sales representatives. Such teams 
can better manage collective responsibility for ensuring that customer needs are properly met.

The final test is to determine whether the members of the group are interdependent. 
Using teams makes sense when there is interdependence among tasks—the success of the 
whole depends on the success of each one, and the success of each one depends on the suc-
cess of the others. Soccer, for instance, is an obvious team sport. Success requires a great deal 
of coordination between interdependent players. Conversely, except possibly for relays, swim 
teams are not really teams. They’re groups of individuals performing individually, whose 
total performance is merely the aggregate summation of their individual performances.



199C h a p t e r  1 0   U n d e r s t a n d i n g  W o r k  T e a m s

SuMMARY
�t	 Few trends have influenced jobs as much as the massive movement to introduce teams 

into the workplace.

�t	 Several different types of teams are commonly used in industry; these include problem-
solving teams, self-managed teams, virtual teams, and cross-functional teams.

�t	 The shift from working alone to working on teams requires employees to cooperate 
with others, share information, confront differences, and sublimate personal interests 
for the greater good of the team.

�t	 Teams can be rendered more effective by ensuring they are an appropriate size and 
composition for the tasks at hand and having them use a formal process for information 
sharing and goal setting.

�t	 Selection, training, and rewards systems can all support and reinforce team-friendly 
behaviours.

IMpLICAtIONS FOR MANAgERS
�t	 Effective teams have common characteristics. They have adequate resources, effective 

leadership, a climate of trust, and a performance evaluation and reward system that 
reflects team contributions. These teams have individuals with technical expertise as 
well as problem-solving, decision-making, and interpersonal skills, as well as the right 
traits, especially conscientiousness and openness.

�t	 Effective teams tend to be small—fewer than 10 people, preferably of diverse back-
grounds. They have members who fill role demands and who prefer to be part of a 
group. The work that these members do provides freedom and autonomy, the opportu-
nity to use different skills and talents, the ability to complete a whole and identifiable 
task or product, and work that has a substantial impact on others.

�t	 Effective teams have members who believe in the team’s capabilities and are commit-
ted to a common plan and purpose, have an accurate shared mental model of what is 
to be accomplished, share specific team goals, maintain a manageable level of conflict, 
and show minimal social loafing.

�t	 Because individualistic organizations and societies attract and reward individual 
accomplishments, it can be difficult to create team players in these environments. To 
make the conversion, try to select individuals who have the interpersonal skills to be 
effective team players, provide training to develop teamwork skills, and reward indi-
viduals for cooperative efforts.

BREAKOut QuEStION FOR GROup DISCuSSION

Imagine you are designing a peer evaluation system for use in a university or college busi-
ness course that has a substantive group work component. The evaluation is intended to 
drive positive group behaviours. What types of things should you evaluate and what 
rewards or consequences should be associated with the evaluations to maximize both per-
formance and fairness?



PERSONAL INVENTORY ASSESSMENT

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
Team Development Behaviours.

SELF-REFLECTiON ACTiViTY
Are you a productive and effective team member? Does your presence make a team more or 
less likely to function well? Take the Personal Inventory Assessment found in 
MyManagementLab “Team Development Behaviours” to help you to determine the answer. 
Most people, when working in teams, spend much more time assessing and critiquing the 
behaviours of others than they spend assessing and critiquing themselves. This is a bad habit, 
because there is only one person whose behaviour you can fully control—you yourself! We 
cannot always select our coworkers but we can choose how we respond to group situations. 
Think carefully about any former group project that went badly. What do you think was the 
primary reason? Which team behaviours and communication techniques might have 
improved the outcome? Think also about any that went well. What was different about 
those teams? What specifically made the members work well together?

For concrete tips on becoming a more effective team member, see the extensive 
suggestions provided at the end of the quiz.

MiNi CASE  �LiFELONG LEARNiNG  
AND TEAMWORK

Oladele just couldn’t take it anymore. She got up from her cubicle and put on her coat. 
“Where are you off to?” asked her coworker Wei. “I just need to get away from here for a 
few minutes,” replied Oladele, “I’m going for a walk and I’ll be back in 20 minutes.”

As she walked around the downtown core of St. John’s, she wondered how to fix the 
problems her strategy team was having realizing their goals. Three months previously she 
and four others had been taken away from some of their regular duties at the headquarters 
of LifeLong Learners Inc. to form a special project team. The company offered customized 
courses to mid-sized businesses. Their instructors travelled to the company site to teach 
anything from occupational health and safety to leadership development. Recent develop-
ments in online education, however, were starting to make their services redundant. Many 
of their clients could now buy similar courses online and have their employees complete 
them any time they liked. Many employees at LifeLong Learners thought in-class 
instruction was more effective, but the market didn’t seem to agree. A special strategy team 
was formed to determine whether the company should begin to offer online courses and, if 
they did, how best to implement the change. The strategy team was to report to the CEO 
and the chairman of the board of LifeLong Learners.

When the team first met, they spoke with the CEO and the chairman of the board in 
separate meetings. The CEO told them she had serious concerns about online education. 
She was concerned they were moving too fast in an uncertain direction. “If we do go into 
online education,” she stated, “it will be important to have all the details sorted out and a 
good quality control process before we begin. We’ll only get one chance to get it right; 
otherwise, our reputation will suffer.” The chairman of the board had a different perspective. 
“I am very excited about this initiative,” he said, “and I think we should plunge in, find out 
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what works, and correct as we go along. The most important thing is to have a product out 
the door as quickly as possible to begin to claim the online market.”

Three months later, the team seemed mired in inertia. Three of the members had 
devised an online development course contract, and wanted to invite employees to submit 
proposals and begin development right away.

The three supporting the initiative were Oladele, Katie, and William. Oladele had 
emigrated from Jamaica four years ago and seen many successful online learning initiatives 
that reached out to students in remote areas in her home country. She thought LifeLong 
Learners was ridiculous for waiting so long to get started, something she explained to her 
colleagues at every opportunity. Katie and William had both been born and raised in  
St. John’s and they also couldn’t understand the slow pace. “Results, results, results,” 
William was fond of saying. Well, after three months they had no results to speak of. In fact, 
they couldn’t even get the entire team to agree to move forward and try something.

The other two team members were very concerned that no formal process had been 
under taken to fully assess the market. There hadn’t been any professional legal consultation 
around creating the online course development contract either.

“We can’t just make something up,” complained Wei. “This will set a precedent that 
will impact us all moving forward. I’m not sure online education is right for us, but if it is 
we should have a detailed plan formalized before we move ahead. We can’t just figure this 
out as we go. Resources have to be in place first, not to mention training.” Wei had emi-
grated from China two years ago, and he struggled to understand the careless attitude dis-
played by Oladele, Katie, and William. He secretly worried about their commitment to the 
project’s success because they wanted to move forward so hastily.

The final member of the team, Ranj, had moved to St. John’s from the Philippines 
seven years ago. He agreed with Wei’s assessment, but was very concerned about saying so 
and contradicting the chairman of the board; nor did he want to contradict the CEO. So 
when the team had discussions, he would often abstain from commenting much.

This afternoon’s meeting had been the final straw for Oladele. Not only would Wei and 
Ranj not agree to support their new contract, they were threatening to complain to the 
chairman that she was being difficult and disrespectful—all just because she had forcefully 
reminded them of the importance of doing something soon. Oladele knew the team was 
disintegrating. After a long walk to clear her head she decided to …

Discussion Questions

1.	 Is there anything this team might have done at the beginning to avoid the difficulties 
they are facing? If so, what is it?

2.	 Outline some of the underlying reasons why the individuals in this particular work team 
may have difficulty communicating with each other. What might they do about it?

3.	 What strategies might Oladele use now that would move the team forward in a produc-
tive direction?

MINI CASE  �TEAM INCENtIVES ANd 
UNINtENdEd CONSEquENCES

Pittiulak looked over the latest accident report and sighed to himself. One of his most junior 
workers, a house painter, had slipped off a ladder and broken his arm. Pittiulak felt terrible for 
him and his family, and was also worried about his ability to staff upcoming jobs. The injured 
worker would be away for weeks, if not months. This was the third significant accident in four 
months and it was simply unacceptable. Something was going very wrong with his painting 
and renovation work teams. He would need to fix it before more people got hurt, but how?
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Pittiulak owned and managed a small renovation, drywalling, and painting firm in 
Yellowknife. He had 12 full-time workers, each with different areas of expertise. Some were 
skilled tradespeople (he employed a carpenter, a plumber, and an electrician), while others 
were drywall experts, framers, painters, and general labourers. When he received a new job, 
Pittiulak would select the employees with the right skills for the job and then create a self-
managed project team. The team would work together until the project was complete and 
then move on to the next. Some employees, most notably the tradespeople, would be on 
several teams simultaneously since they weren’t necessarily needed at the job site every day.

Four months ago Pittiulak had noticed that many of the projects were taking longer 
than expected. This created scheduling problems as jobs got backlogged. Customers got 
upset, in particular those whose renovations involved breaching walls of their home. Such 
repairs needed to happen during the brief summer months, and with their harsh climate 
there was not a lot of room for error.

Pittiulak decided to create a new team incentive. He would provide each project team 
with a target completion date (as usual), but now if they met that deadline the entire team 
would get a cash bonus. The bonus depended on the project but ranged from $35 to $85 
per person.

The bonus was well received and seemed to accomplish its goals. The percentage of 
projects completed on time increased from 68 percent to 83 percent over the four-month 
period. Pittiulak could understand why. Last time he had visited a job site, he had noticed the 
carpenter and drywall installers hurrying the painters up to make sure the job got done in 
time for them all to get a bonus. The painters had looked tired and harried but they had got-
ten it done! Unfortunately, they’d had to replace a few tiles because in their haste they hadn’t 
moved a drop sheet over and paint had gotten on the floor. But still, it was done on time.

Initially Pittiulak had been thrilled with the success of his team incentive. He couldn’t 
help but notice, however, that in the same four-month period three workers had been injured. 
One had fallen off a ladder trying to get a tool that was just out of reach, one had lost two 
fingers after failing to install the safety guard on a cutting tool, and the third had slipped on 
spilled coffee that nobody had cleaned up, hitting his head and getting a mild concussion. It 
was strange, since in the three previous years they had only had one significant accident.

Pittiulak wondered whether there might be any connection between his incentive 
program and their poor safety record. After consideration he realized that he needed to …

Discussion Questions

1.	 Do you think the new incentive plan is impacting the safety of this workplace? Explain 
your reasoning.

2.	 What types of team incentives would maximize both efficiency and safety while main-
taining a respectful workplace? Explain why your strategy would be effective.

3.	 What are the benefits and drawbacks of Pittiulak’s self-directed project team structure? 
Is it a good choice for his business? Explain your answer.

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
�t��Interactive Lesson Presentations: Work through interactive presentations and 

assessments to test your knowledge of management concepts.
�t��PIA (Personal Inventory Assessments): Enhance your ability to connect with 

key concepts through these engaging self-reflection assessments.
�t��Study Plan: Check your understanding of chapter concepts with self-study quizzes.
�t��Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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Pearson EducationLearning Objectives

After studying this chapter, you should be able to:

1	 Describe the communication process and formal and 
informal communication.

2	 Contrast downward, upward, and lateral communication.

3	 Compare and contrast formal small-group networks 
and the grapevine.

4	 Discuss the strengths and weaknesses of oral, written 
(including electronic), and nonverbal communication.

5	 Explain how channel richness underlies the choice of 
communication channel.

6	 Differentiate between automatic and controlled pro-
cessing of persuasive messages.

7	 Identify common barriers to effective communication 
and recommend mitigation strategies.

8	 Assess how to overcome the potential problems in 
cross-cultural communication.

Chapter 11
Communication
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THE COMMUNIcAtION PROcESS
For communication to take place, a message needs to be conveyed between a sender and 
a receiver. The sender encodes the message (converts it to a symbolic form) and passes it 
through a medium (channel) to the receiver, who decodes it. The result is the transfer of 
meaning from one person to another.1

Exhibit 11-1 depicts the communication process. The key parts of this model are  
(1) the sender, (2) encoding, (3) the message, (4) the channel, (5) decoding, (6) the 
receiver, (7) noise/barriers, and (8) feedback.

The sender initiates a message by encoding a thought. The message is the actual physi-
cal product of the sender’s encoding. When we speak, the speech is the message. When we 
write, the writing is the message. When we gesture, our movements and expressions are the 
message. The channel is the medium through which the message travels. The sender selects 
it, determining whether to use a formal or informal channel. Formal channels are estab-
lished by the organization and transmit messages related to the professional activities of 
members. They traditionally follow the authority chain within the organization. Other 
forms of messages, such as personal or social messages, follow informal channels, which are 
spontaneous and determined by individual choice.2 The receiver is the person(s) to whom 
the message is directed, who must first translate the symbols into understandable form. This 
step is the decoding of the message. Noise represents communication barriers that distort the 
clarity of the message, such as perceptual problems, information overload, semantic difficul-
ties, or cultural differences. The final link in the communication process is a feedback loop. 
Feedback is the check on how successful we have been in transferring our messages as 
originally intended. Feedback determines whether understanding has been achieved.

DIREctION OF COMMUNIcAtION
Communication can flow vertically or laterally. We subdivide the vertical dimension into 
downward and upward directions.3

One of the many challenges in organizations is communica-
tion. In this chapter, we’ll analyze communication and ways 
in which we can make it more effective. Communication is 
powerful: no group or organization can exist without sharing 
meaning among its members.

Communication must include both the transfer and the 
understanding of meaning. Communicating is more than 
merely imparting meaning; that meaning must also be 

understood. It is only thus that we can convey information 
and ideas. In perfect communication, if it existed, a thought 
would be transmitted so the receiver understood the same 
mental picture the sender intended. Though it sounds ele-
mentary, perfect communication is never achieved in prac-
tice, for reasons we shall see later.

First let’s describe the communication process.

Sender

Encoding
message

Channel

Noise

Feedback

Message
received

Receiver

Message
decoding

Message
to be
sent

EXHIBIT 11-1  The Communication Process

Downward, upward, and lateral 
directions of communication have 
their own challenges; it is impor-
tant that all employees and their 
leaders understand and manage 
these unique challenges.
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Downward Communication
Communication that flows from one level of a group or organization to a lower level is 
downward communication. Group leaders and managers use it to assign goals, provide job 
instructions, explain policies and procedures, point out problems that need attention, and 
offer feedback.

In downward communication, managers must explain the reasons why a decision was 
made. One study found employees were twice as likely to be committed to changes when the 
reasons behind them were fully explained. Although this may seem like common sense, many 
managers feel they are too busy to explain things or that explanations will raise too many ques-
tions. Evidence clearly indicates, though, that explanations increase employee commitment 
and support of decisions.4 Managers might think that sending a message one time is enough 
to get through to lower-level employees, but research suggests managerial communications 
must be repeated several times and through a variety of different media to be truly effective.5

Another problem in downward communication is its one-way nature; generally, man-
agers inform employees but rarely solicit their advice or opinions. A study revealed that 
nearly two-thirds of employees say their boss rarely or never asks their advice. The study 
noted, “Organizations are always striving for higher employee engagement, but evidence 
indicates they unnecessarily create fundamental mistakes. People need to be respected and 
listened to.” Companies like cellphone maker Nokia actively listen to employee sugges-
tions, a practice the company thinks is especially important to innovation.6 Research 
indicates the way advice is solicited also matters. Employees will not provide input, even 
when conditions are favourable, if doing so seems against their best interests.7

The best communicators explain the reasons behind their downward communications 
but also solicit communication from the employees they supervise. That leads us to the 
next direction: upward communication.

Upward Communication
Upward communication flows to a higher level in the group or organization. It’s used to 
provide feedback to higher-ups, inform them of progress toward goals, and relay current 
problems. Upward communication keeps managers aware of how employees feel about their 
jobs, coworkers, and the organization in general. It also helps relay important feedback from 
customers since those customers usually have contact with lower-level employees not senior 
executives. Managers rely on upward communication for ideas on how working conditions 
and product offerings can be improved.

Given that most managers’ job responsibilities have expanded, upward communication 
is increasingly difficult because managers are overwhelmed and easily distracted. To engage 
in effective upward communication, try to communicate in headlines not paragraphs (short 
summaries rather than long explanations), support your headlines with actionable items, 
and prepare an agenda to make sure you use your boss’s attention well.8 Although the 
“headline” approach is best, you should also be prepared to provide more detailed informa-
tion should it be requested. Having supplementary information readily available helps 
minimize delays and ensured everyone’s time is well spent.

Lateral Communication
When communication occurs between members of a work group, members at the same 
level in separate work groups, or any other horizontally equivalent workers, we describe it 
as lateral communication.

Lateral communication saves time and facilitates coordination. Many lateral relationships 
are formally sanctioned and are part of the official hierarchy. These sorts of relationships 
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encourage effective functioning since they foster proactive collaboration and any problems 
can be addressed quickly and efficiently at lower levels in the organization. For example a 
marketing representative may be told by his manager to speak directly with a sales person 
about a specialized advertising campaign targeting their accounts and then the sales person 
may be told to speak directly with logistics to ensure they provide their customer with accu-
rate shipping dates. Other times, lateral relationships are informally created to short-circuit 
an inefficient vertical hierarchy and expedite action. For example, two departments may 
share information on their cost structures before formal budgets are announced by the com-
pany’s executives because they want to plan a shared program and they need to know what 
resources they have before making a proposal.

From management’s viewpoint, lateral communication can be good or bad. Because 
strictly adhering to the formal vertical structure can be inefficient, lateral communication 
with management’s support can be beneficial. But dysfunctional conflict can result when 
formal vertical channels are breached, when members go above or around their superiors, 
or when bosses find decisions were made without their knowledge.

ORGANIZAtIONAL COMMUNIcAtION
Jan manages four fast-food pizza franchises in Regina. Each store sells exactly the same 
products and uses exactly the same processes. Lately Jan has been trying to find out what 
customers are happy with at each store and what could be improved. She asked her store 
managers to collect feedback from frontline employees, but discovered she is getting very 
little useful information back from three out of the four stores. She isn’t sure why, and so 
wonders if an organizational communication assessment will help.

Organizational communication (also termed managerial communication) examines how 
information flows through an organization and how that in turns impacts human behav-
iour. It includes an assessment of formal communication channels, but also considers the 
role of group structure and informal networks such as the grapevine. For example, an orga-
nizational communication assessment specialist may come into a company experiencing 
issues and assess the impact of their group structure on data flow to identify problem areas 
and recommend solutions.

Formal Small-Group Networks
Formal organizational networks can be complicated, including hundreds of people and a half-
dozen or more hierarchical levels. To simplify, we’ve condensed these networks into three 
common small groups of five people each (see Exhibit 11-2): chain, wheel, and all-channel.

The chain rigidly follows the formal chain of command; this network approximates the 
communication channels you might find in a rigid three-level organization. The wheel 
relies on a central figure to act as the conduit for all group communication; it simulates the 
communication network you would find on a team with a strong leader. The all-channel 

EXHIBIT 11-2  Three 
Common Small-Group 
Networks

Chain Wheel All-channel
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network permits group members to actively communicate with each other; it’s most often 
characterized in practice by self-managed teams, in which group members are free to con-
tribute and no one person takes a leadership role.

As Exhibit 11-3 demonstrates, the effectiveness of each network depends on the 
dependent variable that concerns you. The structure of the wheel facilitates the emergence 
of a leader, the all-channel network is best if you desire high member satisfaction, and the 
chain is best if accuracy is most important. Exhibit 11-3 leads us to the conclusion that no 
single network will be best for all occasions.

The Grapevine
The informal communication network in a group or organization is called the grapevine.9 
Although rumours and gossip transmitted through the grapevine may be informal, it’s still 
an important source of information for employees. Grapevine or word-of-mouth informa-
tion about a company also has an impact on whether job applicants join an organization.10

Rumours emerge as a response to situations that are important to us, when there is ambi-
guity, and under conditions that arouse anxiety.11 The fact that work situations frequently 
contain these three elements explains why rumours flourish in organizations. The secrecy 
and competition that typically prevail—around the appointment of new bosses, the reloca-
tion of offices, downsizing decisions, or the realignment of work assignments—encourage 
and sustain rumours on the grapevine. A rumour will persist until either the wants and 
expectations creating the uncertainty are fulfilled or the anxiety has been reduced.

The grapevine is an important part of any group or organization communication net-
work. It gives managers a feel for the morale of their organizations, identifies issues employ-
ees consider important, and helps tap into employee anxieties. The grapevine also serves 
employees’ needs: Small talk creates a sense of closeness and friendship among those who 
share information, although research suggests it often does so at the expense of the “out” 
group.12 Evidence also indicates that gossip is driven largely by employee social networks 
that managers can study to learn more about how positive and negative information is flow-
ing through the organization.13 Thus, while the grapevine may not be sanctioned or con-
trolled by the organization, it can be beneficial.

In Jan’s case, she went to all four of the franchises to determine why three were not 
sharing customer feedback. She discovered a rumour had begun in those stores that manag-
ers were using feedback about customer interactions to assess the job performance of indi-
vidual employees rather than to improve customer service. This silenced employees, who 
became concerned about their jobs. The manager of the fourth store had explicitly 
explained the reasons they were collecting feedback; as a result, those employees were more 
willing to participate. The problem was solved by better explaining the program to staff at 
the other stores and providing reassurance about the usage of the data collected.

Can managers entirely eliminate rumours? No, nor should they want to; they serve 
some purposes, as we have seen. Research also indicates that some forms of gossip provide 
prosocial motivation.14 What managers should do is minimize the negative consequences 
by limiting rumours’ range and impact. Exhibit 11-4 offers a few practical suggestions.

EXHIBIT 11-3  Small-Group Networks and Effective Criteria

Criterion Chain Wheel All-Channel

Speed Moderate Fast Fast

Accuracy High High Moderate

Emergence of a leader Moderate High None

Member satisfaction Moderate Low High
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MOdES OF COMMUNIcAtION
How do group members transfer meaning among each other? They rely on oral, written, and 
nonverbal communication.

Oral Communication
A primary means of conveying messages is oral communication. Speeches, formal one-on-
one and group discussions, and the informal rumour mill or grapevine are popular forms of 
oral communication.

The advantages of oral communication are speed and feedback. We can convey a ver-
bal message and receive a response in minimal time. If the receiver is unsure of the message, 
rapid feedback allows the sender to quickly detect and correct it. Oral communication also 
has the benefit of “tone,” or emotional expression. The manner in which something is said 
can determine whether the speaker is joking or serious, thrilled or saddened, angry or calm. 
One major disadvantage of oral communication surfaces whenever a message has to pass 
through a number of people: the more people, the greater the potential distortion. Each 
person interprets the message in her own way. The message’s content, when it reaches its 
destination, is often very different from the original. A related disadvantage is the lack of 
a paper trail, or evidence of what was said. This can be a problem if a dispute arises as a 
result of poor communication.

Written Communication: Traditional Print  
and Electronic Forms
Written communication includes any method that conveys written words or symbols. Thus, 
the earliest forms of written communication date back thousands of years, and since we have 
samples from these earliest writings, written communication is the longest-lasting form. 
Written business communication today is usually conducted via letters, e-mail, instant mes-
saging, text messaging, social media, and blogs.

A significant limitation of written communication is lack of “tone” or emotional expres-
sion, which can lead to misunderstandings. The increased use of emoticons helps; however, 
such use is often considered unprofessional in work contexts, creating a dilemma for those 
who seek clearer written communication. Generational differences also interfere with the 
effectiveness of written communication. “Textspeak”—use of abbreviations such as BTW 
(by the way)—is widely understood by millennials and younger generations, but less so by 
older generations. Textspeak is therefore likely to hinder written communication effective-
ness in diverse organizations and is therefore also considered unprofessional. For more tips 
on communicating clearly when using various forms of technology, see Exhibit 11-5.

EXHIBIT 11-4  Suggestions for Reducing the Negative Consequences of Rumours

Source: Based on L. Hirschhorn, “Managing Rumors,” in L. Hirschhorn (ed.), Cutting Back (San Francisco: 
Jossey-Bass, 1983), pp. 54–56.

1.  � Provide information—in the long run, the best defence against rumours is a good offence 
(in other words, rumours tend to thrive in the absence of formal communication).

2.  � Explain actions and decisions that may appear inconsistent, unfair, or secretive.
3.  �Refrain from shooting the messenger—rumours are a natural fact of organizational life, 

so respond to them calmly, rationally, and respectfully.
4.   �Maintain open communication channels—constantly encourage employees to come to 

you with concerns, suggestions, and ideas.

Oral, written, and nonverbal com-
munication forms or mediums of 
communication have their unique 
purposes and specific limita-
tions; utilize each medium when 
optimal, and try to avoid their 
limitations.
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EXHIBIT 11-5  Technology-Mediated Professional Communication Guidelines

Technology Type Do: Do Not:

Social media �t�� �1�P�T�U  �Q�P�T�J�U�J�W�F  �N�F�T�T�B�H�F�T  �B�C�P�V�U  �Z�P�V�S  �D�P�N�Q�B�O�Z  �B�O�E 
brand (check with management before doing this for 
the first time to see if there is a company policy).

�t	 Try to make ad campaigns go viral by encouraging 
employees and colleagues to click on links and get 
things started.

�t�� �1�F�S�T�P�O�B�M�J�[�F �U�I�F �V�T�F�S �F�Y�Q�F�S�J�F�O�D�F �B�T �N�V�D�I �B�T �Q�P�T�T�J�C�M�F��
�t�� �1�V�C�M�J�D�M�Z �B�Q�P�M�P�H�J�[�F �G�P�S �D�V�T�U�P�N�F�S �T�F�S�W�J�D�F �F�S�S�P�S�T �	�N�B�O-

agement permission and legal review may be needed 
first in cases where liability is possible).

�t�� �3�F�S�F�B�E �D�P�O�U�F�O�U �C�F�G�P�S�F �Q�P�T�U�J�O�H �U�P �T�F�F�L �P�V�U �B�O�E �D�P�S-
rect ambiguous phrases subject to misinterpretation.

�t�� �1�P�T�U �O�F�H�B�U�J�W�F �J�O�G�P�S�N�B�U�J�P�O �B�C�P�V�U �Z�P�V�S �F�N-
ployer, immediate supervisor, or coworkers 
(even on your personal, private pages).

�t�� �5�B�H �Q�J�D�U�V�S�F�T �P�G �B�O�Z�P�O�F �X�J�U�I�P�V�U �U�I�F�J�S �F�Y�Q�S�F�T�T 
permission.

�t�� �4�D�S�B�Q�F �J�N�B�H�F�T �G�S�P�N �U�I�F �X�F�C �G�P�S �V�T�F �J�O 
online marketing campaigns.

�t�� �1�P�T�U �J�N�B�H�F�T �P�G �Z�P�V�S�T�F�M�G �	�F�W�F�O �P�O �Z�P�V�S 
own personal pages) that include drinking 
�U�P �F�Y�D�F�T�T�
 �J�M�M�F�H�B�M �B�D�U�J�W�J�U�J�F�T�
 �C�V�M�M�Z�J�O�H �B�O�E��
or humiliating others, advanced states of 
undress, or participating in protests and 
rallies that undermine the interests of your 
employer.

E-mail �t�� �6�T�F �G�V�M�M �X�P�S�E�T �S�B�U�I�F�S �U�I�B�O �i�U�F�Y�U�T�Q�F�B�L���w
�t�� �6�T�F �T�V�C�K�F�D�U �M�J�O�F�T �U�I�B�U �D�M�F�B�S�M�Z �J�O�E�J�D�B�U�F �U�I�F �U�P�Q�J�D �P�G �U�I�F 

message.
�t�� �"�M�F�S�U �Q�F�P�Q�M�F �J�G �Z�P�V �B�S�F �B�C�T�F�O�U �B�O�E �O�P�U �D�I�F�D�L�J�O�H 

messages. Provide an alternative contact name and 
number.

�t�� �0�W�F�S�U�M�Z �F�Y�Q�M�B�J�O �U�I�F �J�O�U�F�O�E�F�E �F�N�P�U�J�P�O�B�M �U�P�O�F �P�G �U�I�F 
message (especially relevant when discussing a 
conflict since even innocuous statements can seem 
harsh in an e-mail).

�t�� �.�J�N�J�D �U�I�F �M�F�W�F�M �P�G �G�P�S�N�B�M�J�U�Z �P�G �U�I�F �P�U�I�F�S �Q�B�S�U�Z�� �'�P�S �F�Y-
ample if they sign off using their first name only you 
may use their first name in later communications.

�t�� �,�F�F�Q �N�F�T�T�B�H�F�T �T�I�P�S�U �B�O�E �D�P�O�D�J�T�F��

�t�� �6�T�F �i�3�F�Q�M�Z �B�M�M�w �V�O�M�F�T�T �F�W�F�S�Z�P�O�F �B�D�U�V�B�M�M�Z 
needs to see your reply.

�t�� �6�T�F �U�I�F �C�M�J�O�E �D�P�Q�Z �	�#�$�$�
 �G�F�B�U�V�S�F �X�J�U�I�P�V�U �B�O 
�F�Y�U�S�F�N�F�M�Z �D�P�N�Q�F�M�M�J�O�H �S�F�B�T�P�O �	�J�U �D�S�F�B�U�F�T �U�S�V�T�U 
issues).

�t�� �6�T�F �J�O�G�P�S�N�B�M �H�S�F�F�U�J�O�H�T �	�J�O�D�M�V�E�J�O�H �G�J�S�T�U 
names) on initial communications.

�t�� �4�F�O�E �S�F�Q�F�B�U�F�E �J�O�R�V�J�S�J�F�T �X�J�U�I�P�V�U �X�B�J�U�J�O�H �B 
reasonable amount of time for a response 
(usually at least one day at a minimum).

�t�� �6�T�F �U�P �E�J�T�D�V�T�T �F�Y�U�S�F�N�F�M�Z �F�N�P�U�J�P�O�B�M �J�T-
sues. When people are emotional, tone 
and body language are important sources 
of information.

�5�F�Y�U �N�F�T�T�B�H�J�O�H �B�O�E 
Twitter

�t�� �3�F�S�F�B�E �D�P�O�U�F�O�U �C�F�G�P�S�F �Q�P�T�U�J�O�H �U�P �T�F�F�L �P�V�U �B�O�E �D�P�S-
rect ambiguous phrases subject to misinterpretation.

�t�� �3�F�B�E �F�B�S�M�J�F�S �Q�P�T�U�T �J�O �B �D�I�B�J�O �C�F�G�P�S�F �S�F�T�Q�P�O�E�J�O�H �U�P 
ensure your point hasn’t already been stated else-
where.

�t�� �6�T�F �G�V�M�M �X�P�S�E�T �S�B�U�I�F�S �U�I�B�O �i�U�F�Y�U�T�Q�F�B�L�w �	�G�P�S �Q�S�P�G�F�T-
sional communications only).

�t�� �$�M�B�S�J�G�Z �X�I�F�O �Z�P�V �B�S�F �K�P�L�J�O�H �X�J�U�I �B�O �F�N�P�U�J�D�P�O �P�S �D�P�N-
ment that clearly indicates a jest.

�t�� �3�F�T�Q�P�O�E �J�O �I�B�T�U�F �X�I�J�M�F �F�N�P�U�J�P�O�B�M��
�t�� �*�O�D�M�V�E�F �Q�F�P�Q�M�F �P�O �Z�P�V�S �E�J�T�U�S�J�C�V�U�J�P�O �M�J�T�U 

without permission.
�t�� �4�F�O�E �P�V�U �F�Y�D�F�T�T�J�W�F �O�V�N�C�F�S�T �P�G �N�F�T�T�B�H�F�T �J�O 

a short period of time.
�t�� �&�Y�Q�F�D�U �J�O�T�U�B�O�U�B�O�F�P�V�T �S�F�T�Q�P�O�T�F�T��

Cellphones �t�� �-�F�B�W�F �U�I�F �S�P�P�N �J�G �Q�F�P�Q�M�F �B�S�F �X�P�S�L�J�O�H �R�V�J�F�U�M�Z �B�O�E �Z�P�V 
need to take a call.

�t�� �"�M�F�S�U �Q�F�P�Q�M�F �J�O �Z�P�V�S �W�P�J�D�F�N�B�J�M �N�F�T�T�B�H�F �J�G �Z�P�V �B�S�F 
absent and not checking messages. Provide an alter-
native contact.

�t�� �(�J�W�F �B�O �J�O�E�J�D�B�U�J�P�O �P�G �B�W�F�S�B�H�F �F�Y�Q�F�D�U�F�E �D�B�M�M�C�B�D�L �U�J�N�F�T 
in your voicemail message.

�t�� �6�T�F �S�J�O�H�U�P�O�F�T �V�O�T�V�J�U�B�C�M�F �G�P�S �B�O �X�P�S�L �F�O�W�J-
�S�P�O�N�F�O�U �	�G�P�S �F�Y�B�N�Q�M�F�
 �T�P�O�H�T �X�J�U�I �T�F�Y�V�B�M�M�Z 
charged or violent lyrics).

�t�� �6�T�F �Z�P�V�S �D�F�M�M �Q�I�P�O�F �E�V�S�J�O�H �C�V�T�J�O�F�T�T �N�F�F�U-
ings, business lunches or dinners, or while 
�T�F�S�W�J�O�H �B �D�M�J�F�O�U�� �*�G �J�U �J�T �V�O�B�W�P�J�E�B�C�M�F�
 �V�T�F �U�I�F 
vibrate rather than the ring feature.

�t�� �-�F�U �Z�P�V�S �W�P�J�D�F�N�B�J�M �G�J�M�M �V�Q �U�P �U�I�F �Q�P�J�O�U �U�I�B�U 
messages can no longer be left.

Videoconferencing �t�� �1�V�U �Z�P�V�S �T�Q�F�B�L�F�S�T �P�O �N�V�U�F �X�I�F�O �O�P�U �B�D�U�V�B�M�M�Z �T�Q�F�B�L-
ing to the other party. This avoids the magnification of 
distracting noises such as rustling papers, etc.

�t�� �$�I�F�D�L �U�I�F �C�B�D�L�H�S�P�V�O�E �B�O�E �F�M�J�N�J�O�B�U�F �Q�P�U�F�O�U�J�B�M �E�J�T-
�U�S�B�D�U�J�P�O�T�� �	�'�P�S �F�Y�B�N�Q�M�F�
 �X�J�M�M �Q�F�P�Q�M�F �C�F �M�J�L�F�M�Z �U�P �X�B�M�L 
around behind you during the call?)

�t�� �%�S�F�T�T �J�O �B�Q�Q�S�P�Q�S�J�B�U�F �X�P�S�L �B�U�U�J�S�F �F�W�F�O �J�G �Q�B�S�U�J�D�J�Q�B�U�J�O�H 
from home.

�t�� �&�O�H�B�H�F �J�O �F�Y�D�F�T�T�J�W�F �N�P�W�F�N�F�O�U �B�O�E �C�J�H �H�F�T-
tures, since they can look odd on the video 
feed and be distracting for others, especially 
if there are bandwidth limitations.

�t�� �'�P�S�H�F�U �U�I�B�U �Z�P�V �B�S�F �P�O �W�J�E�F�P �B�O�E �Q�F�P�Q�M�F �D�B�O 
�T�F�F �Z�P�V�S �G�B�D�J�B�M �F�Y�Q�S�F�T�T�J�P�O�T��

�t�� �5�S�Z �U�P �T�I�P�X �Q�F�P�Q�M�F �T�P�N�F�U�I�J�O�H �X�S�J�U�U�F�O �P�O 
a small paper (like a table or chart). Send 
PowerPoint slides instead.
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Nonverbal Communication
Every time we deliver a verbal message, we also deliver a nonverbal one.15 No discussion of 
communication would thus be complete without consideration of nonverbal communication—
which includes body movements, the intonations or emphasis we give to words, facial 
expressions, and the physical distance between the sender and receiver. Nonverbal body 
language can either enhance the sender’s verbal message (when the body language concurs 
with the message) or detract from the message (when the nonverbal cues tell a different 
story than the message). Sometimes nonverbal communication may stand alone without a 
verbal message.

We might argue that every body movement has meaning, and no movement is acciden-
tal (though some are unconscious). We act out our state of being with nonverbal body 
language. We can smile to project trustworthiness, uncross our arms to appear approach-
able, and stand to signal authority.16

Body language can convey status, level of engagement, and emotional state.17 Body 
language adds to, and often complicates, verbal communication. A body position or move-
ment can communicate something of the emotion behind a message, but when it is linked 
with spoken language, it gives fuller meaning to a sender’s message. Studies indicate that 
people read much more about another’s attitude and emotions from their nonverbal cues 
than their words. If the nonverbal cues conflict with the speaker’s verbal message, the non-
verbal cues are more likely to be believed by the listener since they are usually considered 
harder (although not impossible) to manipulate or fake.18

Occasionally nonverbal cues can create problems when communicating across cultures 
since they can lead to misunderstandings. Basic facial expressions tend to be relatively 
consistent across cultures, so that expressions of happiness, sadness, or anger look similar. 
Other aspects of nonverbal communication, however, vary enormously from one culture to 
another. In Canada and most European countries, direct eye contact with an authority 
figure indicates honesty and openness, while in many Western African nations it indicates 
disrespect and is perceived as a challenge. Similarly, workers from France would think noth-
ing of kissing each other’s cheeks as a standard greeting, while those same behaviours would 
be wildly unacceptable in Arab nations that discourage physical contact between the gen-
ders. Even something as simple as the amount of time spent reading a business card varies 
by culture—Chinese workers expecting to have their cards studied intently for several 
moments as a gesture of respect and American workers being more likely to stuff it into a 
pocket to look at later.

Physical distance also has meaning. What is considered proper spacing between people 
largely depends on cultural norms. A businesslike distance in some European countries feels 
too close and intimate in many parts of North America. If someone from the same culture 

Sometimes nonverbal commu-
nication is all that is needed. 
Most people would recognize 
that this child’s pose means a 
defiant “no,” even without any 
verbal or written cues.
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stands closer to you than you, a North American, think appropriate, you might perceive 
aggressiveness or sexual interest; if he or she stands farther away, you might perceive disin-
terest or displeasure.

CHOIcE OF COMMUNIcAtION CHANNEL
Why do people choose one channel of communication over another? A model of media 
richness helps explain channel selection among managers.19

Channel Richness
Channels differ in their capacity to convey information. Some are rich in that they can  
(1) handle multiple cues simultaneously, (2) facilitate rapid feedback, and (3) be very per-
sonal. Others are lean in that they score low on these factors. As Exhibit 11-6 illustrates, 
face-to-face conversation scores highest in channel richness, because it transmits the most 
information per communication episode—multiple information cues (words, postures, 
facial expressions, gestures, intonations), immediate feedback (both verbal and nonverbal), 
and the personal touch of being physically present. Impersonal written media such as formal 
reports and bulletins rate lowest in richness. Some communication forms that are inherently 
low in richness can be improved with effort, lessening potential for misunderstandings. Text 
messages, for instance, may be more or less rich depending on the use of emoticons, which 
provide emotional context for written statements.

Choosing Communication Methods
The choice of channel depends on several factors. The first is whether communication 
needs to be synchronous (meaning everyone participates at once) or can be asynchro-
nous (meaning people contribute at different times). Discussion boards are asynchronous, 
whereas  telephone discussions are synchronous. Synchrony is more efficient when there 
is complex information and potential for numerous questions and clarifications; however, 
asynchrony can be more efficient when information is routine and schedules are poorly 
aligned.20

Formal reports,
bulletins

Low
channel
richness

High
channel
richness

Prerecorded
speeches

Social media
Online discussion

groups, groupware
Live speeches Videoconferences

Memos, lettersText messaging Electronic mail Voicemail Telephone
conversations

Face-to-face
conversations

EXHIBIT 11-6  Information Richness and Communication Channels

Sources: Based on R. H. Lengel and R. L. Daft, “The Selection of Communication Media as an Executive Skill,” Academy of Management Executive 
(August 1988), pp. 225–232; and R. L. Daft and R. H. Lengel, “Organizational Information Requirements, Media Richness, and Structural Design,” 
Managerial Science (May 1996), pp. 554–572. Reproduced from R. L. Daft and R. A. Noe, Organizational Behaviour (Fort Worth, TX: Harcourt, 
2001), p. 311.
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The second important factor to consider is whether the message is routine. Routine 
messages tend to be straightforward and have minimal ambiguity, so channels low in rich-
ness can carry them efficiently. Non-routine communications, especially those outlining 
change initiatives, are likely to be complicated and have the potential for misunderstand-
ing. Managers can communicate them effectively only by selecting rich channels.

Managers and workers should also consider the nature of the situation. High levels of 
emotion can interfere with information processing, so rich channels should be selected for 
emotional discussions even if the information being shared is relatively straightforward. 
This is especially important if negative emotions are involved. Most people, for example, 
would not be upset to learn about a promotion by text message, even though that may be 
a highly emotional experience. Being fired by text message, however, would be considered 
disrespectful, even cowardly. Social norms also need to be considered when selecting a 
communication form. Most people, for instance, consider Facebook a forum for quick com-
munications. Lengthy, in-depth discussions are not the norm there and would be better 
conducted using alternate collaboration tools.

Often, a variety of modes of communication work best to convey important ideas. For 
example, when tough times hit Manpower Business Solutions during the recent economic 
recession, the company elected to communicate with employees daily using a variety of 
media to ensure that everyone remained informed.21 Employees were given updates about 
the company’s plans for dealing with economic problems, including advance warning 
before layoffs. The company believes its strategy of using rich communication channels for 
non-routine information has paid off by reducing employee anxiety and increasing 
employee engagement with the organization.

Channel richness is a helpful framework for choosing your mode of communication. 
It is not always easy to know when to choose oral rather than written communication, 
for instance. Experts say oral communication or “face time” with coworkers, clients, and 
upper management is key to success. However, if you seek out the CEO just to say hello, 
you may be remembered as an annoyance rather than a star, and signing up for every 
meeting on the calendar to increase your face time is counterproductive to getting the 
work of the organization done. Your communication choice is worth a moment’s 
thought: Is the message you need to communicate better suited to a discussion or a 
diagram?

Whenever you need to gauge the receiver’s receptivity, oral communication is usually 
the better choice. The marketing plan for a new product may need to be worked out with 
clients in person, so you can see their reactions to each idea you are proposing. Also con-
sider the receiver’s preferred mode of communication; some individuals focus on content 
better over the phone than in meetings. Written communication is generally the most reli-
able mode for complex and lengthy communications, and it can be the most efficient 
method for short messages, as when a two-sentence text can take the place of a 10-minute 
phone call. But keep in mind that written communication can be limited in its emotional 
expression.

Choose written communication when you want the information to be tangible and 
verifiable. Both you and the receiver(s) will have a record of the message. People are usually 
forced to think more thoroughly about what they want to convey in a written message than 
in a spoken one, so written communications can be well thought out, logical, and clear. But 
be aware that, as with oral communication, your delivery is just as important as the content. 
Managers report that grammar mistakes and lack of business formality are unprofessional … 
and unacceptable. Finally, in choosing a communication channel it’s important to be alert 
to nonverbal aspects of communication and consider your body language cues as well as the 
literal meaning of your words. You should particularly be aware of contradictions between 
the verbal and nonverbal messages, as a sender and as a receiver. Someone who frequently 
glances at her smartphone is giving the message that she would prefer to terminate the 
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conversation no matter what she actually says, for instance. We misinform others when we 
express one message verbally, such as trust, but nonverbally communicate the contradictory 
one of “I don’t have confidence in you.”

Information Security
Security is a huge concern for nearly all organizations with private or proprietary informa-
tion about clients, customers, and employees. Organizations worry about the security of 
the electronic information they seek to protect, such as hospital patient data; the physical 
information they still keep in file cabinets, which is decreasing but still important; and the 
security of the information they entrust their employees with knowing, such as Apple’s 
project groups that are given information only on a need-to-know basis.

The recent adoption of cloud-based electronic data storage has brought a new level of 
worry; 51 percent of managers in a recent survey were considering cloud-based human 
resources software. Early research indicates that fears about cloud computing seem unwar-
ranted, so its business use will likely increase.22 An organization can lessen employee and 
shareholder concerns by engaging them in the creation of information-security policies and 
having written disaster recovery plans.23

PERSUASIVE COMMUNIcAtION
We’ve discussed a number of methods for communication up to this point. Now we turn 
our attention to one of the functions of communication and the features that might make 
messages more or less persuasive to an audience.

Automatic and Controlled Processing
To understand the process of communication, it is useful to consider two different ways that 
we process information.24 Consider the last time you bought a can of pop. Did you carefully 
research brands, or did you choose the can that had the most appealing advertising images? 
If we’re honest, we’ll admit glitzy ads and catchy slogans do indeed influence our choices as 
consumers. We often rely on automatic processing, a relatively superficial consideration of 
evidence and information making use of heuristics. Automatic processing takes little time 
and minimal effort, so it makes sense to use it for processing persuasive messages related to 
topics you don’t care much about. The disadvantage is that it lets us be easily fooled by a 
variety of tricks, like a cute jingle or a glamorous photo.

Now consider the last time you chose a place to live. You probably researched the area, 
gathered information about prices from a variety of sources, and considered the costs and 
benefits of renting versus buying. Here, you’re relying on more effortful controlled process-
ing, a detailed consideration of evidence and information relying on facts, figures, and 
logic. Controlled processing requires effort and energy, but it’s harder to fool someone who 
has taken the time and effort to engage in it. So what makes someone engage in either 
automatic or controlled processing? There are a few rules of thumb for determining what 
types of processing an audience will use.

Interest Level
One of the best predictors of whether people will use an automatic or a controlled process 
for reacting to a persuasive message is their level of interest in the outcome.25 Interest levels 
reflect the impact a decision is going to have on your life. When people are very interested in 
the outcome of a decision, they’re more likely to process information carefully. That’s prob-
ably why people look for so much more information when deciding about something impor-
tant (like where to live) than something relatively unimportant (like which pop to drink).
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Prior Knowledge
People who are very well informed about a subject area are more likely to use controlled 
processing strategies. They have already thought through various arguments for or against a 
specific course of action, and therefore they won’t readily change their position unless very 
good, thoughtful reasons are provided. On the other hand, people who are poorly informed 
about a topic can change their minds more readily, even in the face of fairly superficial argu-
ments presented without a great deal of evidence. Overall, then, a better-informed audience 
is likely to be much harder to persuade.

Personality
Do you always read at least five reviews of a movie before deciding whether to see it? Perhaps 
you even research recent films by the same stars and director. If so, you are probably high 
in need for cognition, a personality trait of individuals who are most likely to be persuaded 
by evidence and facts.26 Those who are lower in need for cognition are more likely to use 
automatic processing strategies, relying on intuition and emotion to guide their evaluation 
of persuasive messages.

Message Characteristics
Another factor that influences whether people use an automatic or a controlled pro-
cessing strategy is the characteristics of the message itself. Messages provided through 
relatively lean communication channels, with little opportunity for users to interact 
with the content of the message, encourage automatic processing. Conversely, messages 
provided through richer communication channels tend to encourage more deliberative 
processing.

The most important implication is to match your persuasive message to the type of 
processing your audience is likely to use. When the audience is not interested in a persua-
sive message topic, when they are poorly informed, when they are low in need for cogni-
tion, and when information is transmitted through relatively lean channels, they’ll be more 
likely to use automatic processing. In these cases, use messages that are more emotionally 
laden and associate positive images with your preferred outcome. On the other hand, when 
the audience is interested in a topic, when they are high in need for cognition, or when the 
information is transmitted through rich channels, then it is a better idea to focus on ratio-
nal arguments and evidence to make your case.

BARRIERS tO EFFEctIVE COMMUNIcAtION
A number of barriers can slow or distort effective communication. In this section, we high-
light the most important.

Filtering
Filtering refers to a sender’s purposely manipulating information so the receiver will see it 
more favourably. A manager who tells his boss what he feels the boss wants to hear is filter-
ing information.

The more vertical levels in the organization’s hierarchy, the more opportunities there are 
for filtering. But some filtering will occur wherever there are status differences. Factors such 
as fear of conveying bad news and the desire to please the boss often lead employees to tell 
their superiors what they think they want to hear, thus distorting upward communications.
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Selective Perception
Selective perception, discussed in Chapter 6, is important because the receivers in the 
communication process do see and hear selectively, on the basis of their needs, motiva-
tions, experience, background, and other personal characteristics. Receivers also proj-
ect their interests and expectations into communications as they decode them. An 
employment interviewer who expects a female job applicant to put her family ahead of 
her career is likely to see that in all female applicants, regardless of whether they actu-
ally feel that way. As receivers, we don’t see reality; we interpret what we see and call 
it reality.

Information Overload
Individuals have a finite capacity for processing data. When the information we have to 
work with exceeds our processing capacity, the result is information overload. We’ve seen 
that dealing with copious amounts of information has become a huge challenge for indi-
viduals and for organizations.

What happens when individuals have more information than they can sort and 
use? They tend to select, ignore, pass over, or forget. Or they may put off further pro-
cessing until the overload situation ends. In any case, this results in lost information 
and less effective communication, making it all the more important to deal well with 
overload.

Emotions
You may interpret the same message differently when you’re angry or distraught than when 
you’re happy. For example, individuals in positive moods are more confident about their 
opinions after reading a persuasive message, so well-designed arguments have stronger 
impacts on their opinions.27 People in negative moods are more likely to scrutinize mes-
sages in greater detail, whereas those in positive moods tend to accept communications at 
face value.28 Extreme emotions such as jubilation or depression are most likely to hinder 
effective communication. In such instances, we are most prone to abandon our rational and 
objective thinking processes and substitute emotional judgments.

Language
Even when we’re communicating in the same language, words mean different things to dif-
ferent people. Age, context, and culture are three of the biggest factors that influence such 
differences.

Age, context, and cultural factors are often at play when people from different genera-
tions and backgrounds interact. Those new to corporate lingo may find acronyms such as 

Filtering often leads to a failure 
to identify problems. This can 
compromise productivity and 
worker safety.
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ARA (accountability, responsibility, and authority), words such as deliverables (verifiable 
outcomes of a project), and phrases such as get the low-hanging fruit (deal with the easiest 
parts first) bewildering, in the same way parents might be mystified by teen slang.29

Another aspect of language—spoken accents—can combine with selective perception 
to create further communication barriers. While accents themselves can interfere with 
language intelligibility, this effect usually goes away quite quickly. Put another way, if you 
listen to an accent different from your own for a short while (minutes up to a couple of 
hours) it becomes much easier to understand. The subconscious discounting, stereotyping, 
and prejudice associated with some accents, however, is more difficult to mitigate and fre-
quently influences job outcomes unfairly.30 Poor job outcomes also occur because some 
people avoid communicating with colleagues who have accents different from their own, 
because they fear social embarrassment if they cannot understand the speaker. This avoid-
ance deprives the individual of the opportunity to grow accustomed to the accent and 
understand it better. It is an immensely counterproductive strategy that contributes to poor 
productivity and a less inclusive society. Instead of avoidance, simple strategies such as 
politely asking people to repeat themselves or paraphrasing (repeating what someone said 
in your own words) can help insure smoother communication when accents pose a barrier. 
Note that many people subconsciously raise their voices when talking with people who are 
having problems understanding another language. This does not foster better communica-
tion, can easily be mistaken for anger, and should be avoided.

Our use of language is far from uniform even when we think we are speaking plainly. 
If we knew how each of us defines and interprets words we select, we could minimize com-
munication difficulties, but we usually don’t know. Senders tend to incorrectly assume the 
words and terms they use mean the same to the receiver as to them.

Silence
It’s easy to ignore silence or lack of communication, because it is defined by the absence 
of information. This is often a mistake—silence itself can be the message, used to com-
municate non-interest, inability to deal with a topic, or political barriers to self-expression. 
Silence can also be a simple outcome of information overload, or a delaying period for 
considering a response. For whatever reasons, research suggests using silence and withhold-
ing communication are common and problematic.31 One survey found that more than 85 
percent of managers reported remaining silent about at least one issue of significant con-
cern.32 The impact of silence can be organizationally detrimental. Employee silence can 
mean managers lack information about ongoing operational problems. Silence regarding 
discrimination, harassment, corruption, and misconduct can mean top management will 
not take action to eliminate problematic behaviour.

Silence is less likely to occur where minority opinions are treated with respect, work-
group identification is high, and high procedural justice prevails.33 Practically, this means 
managers must make sure they behave in a supportive manner when employees voice 
divergent opinions or concerns, and they must take these under advisement. One act of 
ignoring an employee for expressing concerns may well lead the employee to withhold 
important future communication.

Communication Apprehension
An estimated 5 to 20 percent of the population suffers debilitating communication appre-
hension, or social anxiety.34 These people experience undue tension and anxiety in oral 
communication, written communication, or both.35 They may find it very difficult to talk 
with others face to face, or may get very anxious when they have to use the phone, relying 
on memos or e-mails when a phone call would be faster and more appropriate.
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Oral-communication apprehensives avoid situations, such as giving presentations, for 
which oral communication is a dominant requirement.36 But almost all jobs require some 
oral communication. Of greater concern is evidence that high oral-communication appre-
hensives distort the communication demands of their jobs in order to minimize the need 
for communication. This means they severely limit their oral communication and tell 
themselves communicating isn’t necessary for them to do their jobs properly. Those 
employees may need guidance, support, and training to correct these ineffective habits. 
Employers should also be aware that disciplining an employee for oral communication 
apprehension is inappropriate, as social anxiety is a mental health disability requiring rea-
sonable accommodation. If support and training do not improve the situation, employers 
may need to simply accept written forms of communication from that individual.

Lying
The final barrier to effective communication is outright misrepresentation of information, or 
lying. People differ in their definition of a lie. For example, is deliberately withholding informa-
tion about a mistake a lie, or do you have to actively deny your role in the mistake to pass the 
threshold? While the definition of a lie befuddles ethicists and social scientists, there is no deny-
ing the prevalence of lying. In one diary study, the average person reported telling one to two 
lies per day, with some individuals telling considerably more.37 Compounded across a large orga-
nization, this is an enormous amount of deception happening every single day. Evidence shows 
that people are more comfortable lying over the phone than face to face and more comfortable 
lying in e-mails than when they have to write with pen and paper.38 They are also more com-
fortable when the lie is intended to have a positive impact, such as telling a friend her haircut is 
flattering when it is not or telling someone you enjoy his poor cooking just to spare his feelings.

Can you detect liars? The literature suggests most people are not very good at detecting 
deception in others.39 The problem is there are no nonverbal or verbal cues unique to lying—
averting your gaze, pausing, and shifting your posture can also be signals of nervousness, shy-
ness, or doubt. Most people who lie take steps to guard against being detected, so they might 
look a person in the eye when lying because they know that direct eye contact is (incorrectly) 
assumed to be a sign of truthfulness. Finally, many lies are embedded in truths; liars usually 
give a somewhat true account with just enough details changed to avoid detection.

In sum, the frequency of lying and the difficulty of detecting liars makes this an espe-
cially strong barrier to effective communication.

GLObAL IMpLIcAtIONS
Effective communication is difficult under the best of conditions. Cross-cultural factors clearly 
create the potential for increased communication problems. A gesture that is well understood 
and acceptable—either oral, written, or nonverbal—in one culture can be meaningless or 
lewd in another. Only 18 percent of companies have documented strategies for communicat-
ing with employees across cultures, and only 31 percent require that corporate messages be 
customized for consumption in other cultures. Procter & Gamble seems to be an exception; 
more than half the company’s employees don’t speak English as their first language, so the 
company focuses on simple messages to make sure everyone knows what’s important.40

Cultural Barriers
Researchers have identified a number of problems related to language difficulties in cross-
cultural communications.41

First are barriers caused by semantics. Words mean different things to different people, 
particularly people from different national cultures. Some words simply don’t translate 

A number of barriers—such as 
culture—often retard or distort 
effective communication; under-
stand these barriers as a means of 
overcoming them.
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between cultures. For instance, the new capitalists in Russia may have difficulty communi-
cating with British or Canadian counterparts because English terms such as efficiency, free 
market, and regulation have no direct Russian equivalents.

Second are barriers caused by word connotations. Words imply different things in differ-
ent languages. Negotiations between U.S. and Japanese executives can be difficult because 
the Japanese word hai translates as “yes,” but its connotation is “Yes, I’m listening” rather 
than “Yes, I agree.” Similarly, when we ask workers “How satisfied are you with your job?” 
people from individualistic cultures tend to rank themselves on their satisfaction with work 
tasks and compensation, while those from collectivist cultures more often rank on their 
relationships with their peers or their job security. The two groups are, for all practical 
purposes, answering different questions, although each question technically uses the same 
words. These types of communication barriers are quite subtle and can be difficult to iden-
tify, so explicitly defining your terms is helpful.

Third are barriers caused by tone differences. In some cultures, language is formal; in 
others, it’s informal. The tone can also change depending on the context: People speak 
differently at home, in social situations, and at work. Using a personal, informal style when 
a more formal style is expected can be inappropriate.

Fourth are differences in tolerance for conflict and methods for resolving conflicts. People 
from individualist cultures tend to be more comfortable with direct conflicts and will make 
the source of their disagreements overt. Collectivists are more likely to acknowledge con-
flict only implicitly and avoid emotionally charged disputes. They may attribute conflicts 
to the situation more than to the individuals and therefore may not require explicit apolo-
gies to repair relationships, whereas individualists prefer explicit statements accepting 
responsibility for conflicts and public apologies to restore relationships.

Cultural Context
Cultures tend to differ in the degree to which context influences the meaning individuals 
take from communication.42 In high-context cultures such as China, Korea, Japan, and 
Vietnam, people rely heavily on nonverbal and subtle situational cues in communicating 
with others, and a person’s official status, place in society, and reputation carry considerable 
weight. What is not said may be more significant than what is said. In contrast, people from 
Europe and North America reflect their low-context cultures. They rely essentially on spo-
ken and written words to convey meaning; body language and formal titles are secondary.

Contextual differences mean quite a lot in terms of communication. Communication in 
high-context cultures implies considerably more trust by both parties. What may appear to be 
casual and insignificant conversation in fact reflects the desire to build a relationship and cre-
ate trust. Oral agreements imply strong commitments in high-context cultures. And who you 
are—your age, seniority, rank in the organization—is highly valued and heavily influences 
your credibility. But in low-context cultures, enforceable contracts tend to be in writing, pre-
cisely worded, and highly legalistic. Similarly, low-context cultures value directness. Managers 
are expected to be explicit and precise in conveying intended meaning. It’s quite different in 
high-context cultures, in which managers tend to “make suggestions” rather than give orders.

A Cultural Guide
Much can be gained from business intercultural communications. It is safe to assume every 
single one of us has a different viewpoint that is culturally shaped. Because we do have dif-
ferences, we have an opportunity to reach the most creative solutions possible with the help 
of others if we communicate effectively.

According to Fred Casmir, a leading expert in intercultural communication research, 
we often do not communicate well with people outside of our culture because we tend to 



219C h a p t e r  1 1   C o m m u n i c a t i o n

generalize from only knowing their cultural origin. Also, attempts to be culturally sensitive 
to another person are often based on stereotypes propagated by media. These stereotypes 
usually do not have a correct or current relevance.

Casmir noted that because there are far too many cultures for anyone to understand 
completely, and individuals interpret their own cultures differently, intercultural communica-
tion should be based on sensitivity and pursuit of common goals. He found the ideal condi-
tion is an ad hoc “third culture” a group can form when seeking to incorporate aspects of each 
member’s cultural communication preferences. The norms this subculture establishes through 
appreciating individual differences create a common ground for effective communication. 
Intercultural groups that communicate effectively can be highly productive and innovative.

When communicating with people from a different culture, what can you do to reduce 
misinterpretation? Casmir and other experts offer the following suggestions:

1.	 Know yourself. Recognizing your own cultural identity and biases is critical to under-
standing the unique viewpoint of others.

2.	 Foster a climate of mutual respect, fairness, and democracy. Clearly establish an 
environment of equality and mutual concern. This will be your “third culture” context 
for effective intercultural communication that transcends each person’s cultural norms.

3.	 Learn the cultural context of each person. You may find more similarities or differ-
ences to your own frame of reference than you might expect. Be careful not to catego-
rize them, however.

4.	 When in doubt, listen. If you speak your opinions too early, you may be more likely 
to offend the other person. You will also want to listen first to better understand the 
other person’s intercultural language fluency and familiarity with your culture.

5.	 State facts, not your interpretation. Interpreting or evaluating what someone has said 
or done draws more on your own culture and background than on the observed situ-
ation. If you state only facts, you will have the opportunity to benefit from the other 
person’s interpretation. Delay judgment until you’ve had sufficient time to observe and 
interpret the situation from the differing perspectives of all concerned.

6.	 Consider the other person’s viewpoint. Before sending a message, put yourself in the 
recipient’s shoes. What are his values, experiences, and frames of reference? What do 
you know about his education, upbringing, and background that can give you added 
insight? Try to see the people in the group as they really are first, and take a collabora-
tive problem-solving approach whenever potential conflicts arise.

7.	 Proactively maintain the identity of the group. Like any culture, the establishment of 
a common-ground “third culture” for effective intercultural communication takes time 
and nurturing. Remind members of the group of your common goals, mutual respect, 
and need to adapt to individual communication preferences.43

SUMMARY
�t	 There is a link between communication and employee satisfaction: the less communi-

cation uncertainty, the greater the satisfaction.

�t	 It is important to foster three distinct types of communication, each for different rea-
sons. They include downward, upward, and lateral communication.

�t	 Distortions, ambiguities, and incongruities between oral, written, and nonverbal mes-
sages all increase uncertainty and reduce satisfaction.

�t	 Channel richness and context-specific factors should be considered when making 
choices about how to best communicate.

�t	 Cultural sensitivity is an important organizational component for establishing com-
munications understanding.
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Implications for Managers
�t	 Remember that your communication mode will partly determine your communication 

effectiveness.

�t	 Obtain feedback from your employees to make certain your messages—however they 
are communicated—are understood.

�t	 Remember that written communication creates more misunderstandings than oral 
communication; communicate with employees through in-person meetings when 
possible.

�t	 Make sure you use communication strategies appropriate to your audience and the type 
of message you’re sending.

�t	 Keep in mind communication barriers such as gender and culture.

Breakout Question for Group Discussion
It is not unusual for the grapevine to create some negative emotions in an organization, 
since people who work together tend to gossip about each other. In some workplaces this 
behaviour becomes excessive to the point where it diminishes productivity and job satisfac-
tion. How might you address problematic gossip in the workplace? What might you do as 
a manager or supervisor to minimize hurtful gossip? What might you do as a regular 
employee?

Personal Inventory Assessment

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
Communication Styles. This will help you learn more about your personal communication 
style and the impact it may have on your communication effectiveness.

Self-Reflection Activity
The Personal Inventory Assessment found in MyManagementLab associated with this 
chapter will help you learn more about your personal communication style and the impact 
it may have on perceived supportiveness and communication effectiveness. After you com-
plete the quiz, there is an extensive debriefing that explains the different communication 
styles and their associated strengths and weaknesses. Reflect on the communication tactics 
you use most often. Are those tactics helping or hurting you? Changing our communication 
style requires mindfulness and careful effort. What specifically might you do that would 
help you remember to use communication styles associated with perceived supportiveness 
more frequently? How would you know you are becoming more effective? Who could you 
trust to provide open, honest feedback? The answers to these questions can help you 
develop a plan for adjusting your communication style.

Personal
Inventory
ASSESSMENT
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MINI CASE  �THE INFORMAL COMMUNIcAtION 
NEtwORK

Phedre was working her first shift at the Hyacinth Burger Bar. She had gone through some 
training with the owner Melisande the previous day. She had found Melisande intimidat-
ing, despite her politeness and calm demeanor. She felt her bored gaze throughout the 
training and registered her stiff and unwelcoming body language and slightly condescend-
ing tone.

Melisande had also warned her several times to pay attention, saying she wasn’t pre-
pared to waste her time explaining things twice. Phedre felt as though she might already be 
disappointing her new employer, and she hadn’t even done anything yet!

Despite her social discomfort, Phedre had listened carefully to everything, in particular 
the instructions for cleanup at closing time. The most difficult part of cleanup was scraping 
the burger grill and emptying the grease trap. The collected grease from a day’s worth of 
burgers and bacon was, once cool enough, put into garbage bags and disposed in a special 
container kept outside the restaurant in the back.

Melisande had been very specific the previous day. She had told her, “Put three scoops 
of grease in each bag and then throw them away.” The supervisor on shift today, whose 
name was Joscelin, had told her something quite different though. “Make sure you double 
up on the bags,” was his first comment, followed by “and make sure you only put two scoops 
in per bag and no more. If you put three the bags tend to break. A few weeks ago one guy 
had it break just as he threw it into the container and dirty grease spilled all over him. He 
was vomiting for a few minutes and then had to go home right away. We don’t want that 
to happen again. Don’t worry about Melisande seeing you not following instructions. She 
does get upset about that type of thing but she is hardly ever here. Your training session was 
the first time I’ve seen her in a month.”

“Wow,” thought Phedre. “Thank goodness Joscelin told me about that or something 
very nasty could have happened. I wonder why Melisande doesn’t know about this—after 
all, she is the owner! If I had followed her instructions it could have made me sick.”

Discussion Questions

1.	 Why do you think the grease trap cleaning issue has not been drawn to Melisande’s 
attention? Be as specific as possible.

2.	 What might Melisande do differently to encourage more upward communication?  
Be specific.

3.	 Using this case as an example, discuss how the informal communication network can 
impact the effectiveness of orientation and training. Remember to consider both 
potential positive and potential negative impacts.

MINI CASE  �VOIcING ANd BEING A “TEAM 
PLAYER”

Rodrigo took a moment to swallow some of his irritation and annoyance before responding 
to his boss and company CEO, John. He looked around the meeting table and saw nothing 
but downcast eyes and uncomfortable fidgeting, so he knew he was on his own. “What do 
you expect people to say,” he asked John wearily. “After a display like that do you really 
think anyone will talk?”
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John had called a meeting with all of his supervisors, managers, and his executive team, 
including Rodrigo. They all worked for a firm that made a high-end line of gourmet salsas. 
The salsas were sold in specialty shops and small, privately owned grocery shops. The com-
pany had started off well eight years ago, seeing slow but steady growth for the first five years. 
The past three years had been characterized by new competitors and diminished profits.

During those difficult years each and every employee had made concessions to help the 
struggling company. For example, the production staff (responsible for turning fresh vege-
tables into canned salsas) hadn’t had any raise at all, even a cost-of-living increase, for 
three years. Given that they were unionized and had the power to initiate a strike over 
wages, this had been a significant concession on the union’s part. The executive team had 
also gone without raises and bonuses.

Now, however, things were looking up. Six months ago their signature salsa had been 
featured on the Food Network as a key ingredient in a well-known cooking competition. 
That had led to a deal with a major grocery chain to carry their line of products. Sales had 
skyrocketed, profits were up, and it was time to share the wealth. That’s why they were all 
meeting, to discuss the best way to distribute the benefits of their newfound success.

At the beginning of the meeting, John had presented financial figures and asked his 
team what they thought should be done for the employees. He mentioned that he had his 
own ideas but wanted to hear what others thought. Few spoke up, so John proposed a  
3 percent raise for everyone across the board. “Wait a minute,” said Rodrigo. “Remember 
that these people haven’t had cost-of-living increases in three years. Every one of them 
sacrificed to help this company during lean times. They all know that we’ve done very well 
lately and that this new contract is a game changer. I think that, under the circumstances, 
offering only 3 percent might be considered condescending or insulting. In a way this is 
really four years’ worth of raises we are talking about. Frankly, 3 percent just sucks.”

There was silence for a few seconds. Then the outburst began. “What do you mean it 
sucks?” bellowed John. “You should all be on board with this suggestion since it came from 
management. Aren’t you a team player? I don’t like your attitude.” The rant continued for 
about two-and-a-half minutes, after which John asked, “Does anyone else feel the same as 
Rodrigo”? It was this request for additional feedback that had led to Rodrigo to say, “What 
do you expect people to say? After a display like that do you really think anyone will talk?”

Discussion Questions

1.	 List and explain all the communication errors you can in this scenario.

2.	 What communication barriers and/or perceptual biases may have contributing to 
John’s overreaction to Rodrigo’s comments? How might these have been avoided? 
Remember to consider what Rodrigo might have done differently and what John might 
have done differently.

3.	 What might John do now, after this event, to create an environment conducive to 
effective upward communication?

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
�t��Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
�t��PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
�t��Study Plan: Check your understanding of chapter concepts with self-study quizzes.
�t��Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT
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Part 5  Negotiating Power and Politics

Chapter 12 
Leadership

In this chapter, we look at what differentiates leaders from 
nonleaders. First, we’ll present several theories of leadership 
and review the varied forms that it can take. Then, we’ll 

discuss challenges to the meaning and importance of leader-
ship. But before we review these approaches, let’s clarify 
what we mean by the term leadership.

Learning Objectives

After studying this chapter, you should be able to:

1	 Contrast leadership and management.

2	 Summarize the conclusions of trait theories of 
leadership.

3	 Identify the central tenets and main limitations of 
behavioural theories of leadership.

4	 Assess contingency theories of leadership.

5	 Contrast charismatic and transformational leadership.

  6	� Describe the roles of ethics and trust in authentic 
leadership.

  7	� Identify main differentiators between servant 
leadership and other forms of leadership.

  8	 �  Demonstrate the role mentoring plays in our 
understanding of leadership.

  9	   Address challenges to the effectiveness of leadership.

10	 �  Describe how organizations can find or create 
effective leaders.

Courtesy Canadian Broadcasting Corporation

WHAT IS LEADERSHIP?
We define leadership as the ability to influence a group toward the achievement of a vision 
or set of goals. The source of influence may be formal, such as that provided by managerial 
rank in an organization. But not all managers are leaders, nor are all leaders managers. Just 
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because an organization provides its managers with certain formal rights is no assurance 
they will lead effectively. Leaders can emerge from within a group as well as by formal 
appointment. Nonsanctioned leadership—the ability to influence that arises outside the 
formal structure of the organization—is often as important as or more important than for-
mal positions of influence.

Organizations need strong leadership and strong management for optimal effectiveness. 
We need leaders to challenge the status quo, create visions of the future, and inspire orga-
nizational members to achieve these visions. We need managers to formulate detailed 
plans, create efficient organizational structures, and oversee day-to-day operations.

TRAIT THEORIES
Bruce believes strongly that some people are born leaders. These “naturals” will always per-
form better in leadership roles than people who don’t have the innate qualities necessary. 
This belief means Bruce subscribes to trait-based theories of leadership.

Throughout history, strong leaders have usually been described by their traits. 
Therefore, leadership research has long sought to identify the personality, social, physical, 
or intellectual attributes that differentiate leaders from non-leaders. In recent research, the 
trait theories of leadership focus on personal qualities and characteristics, some of which 
have been shown to be particularly predictive of leadership ability.

The most common trait-based approach uses the Big Five personality framework to 
develop insight into the relationship between personality traits and leadership. A compre-
hensive review of the leadership literature organized around the Big Five personality 
framework (see Chapter 5) has found extraversion to be the most predictive trait of leader-
ship.1 However, extraversion relates more to the way leaders emerge than to their effective-
ness. Sociable and dominant people are more likely to assert themselves in group situations, 
which can help extraverts be identified as leaders, but effective leaders are not domineer-
ing. One study found leaders who scored very high on assertiveness were actually less effec-
tive than those who scored moderately high.2 Conscientiousness and openness to 
experience also predict leader effectiveness. In general, leaders who like being around 
people and are able to assert themselves (extraverted), who are disciplined and able to keep 
commitments they make (conscientious), and who are creative and flexible (open) do have 
an apparent advantage when it comes to leadership.

Based on the latest findings, we offer two conclusions. First, we can say that traits can 
predict leadership. Second, traits do a better job predicting the emergence of leaders than 
predicting actual performance as an established leader.3 The fact that an individual exhib-
its the right traits and that others consider him a leader does not necessarily mean that he 
will be effective or successful at motivating the group to achieve its goals.

Trait theories help us predict who will become a leader, but they don’t help us explain 
leadership effectiveness. What do successful leaders do? Are there different types of leader 
behaviours that are equally effective? Behavioural theories, discussed next, help us define 
the parameters of leadership.

BEHAVIOURAl THEORIES
Brittany believes strongly that leadership is an acquired skill. Leaders are made, not born. 
They are created by teaching people a particular set of behaviours that have been proven 
effective. These beliefs mean that Brittany subscribes to behavioural theories of leadership.

Behavioural theories of leadership imply that we can determine leadership effectiveness 
by leader behaviour, and perhaps train people to be leaders. The most comprehensive behav-
ioural theories in use today resulted from the Ohio State Studies,4 which sought to identify 
independent dimensions of leader behaviour. Beginning with more than a thousand behaviours, 
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the studies narrowed the list to two dimensions that substantially accounted for most of the 
effective leadership behaviour described by employees: initiating structure and consideration.

Initiating structure is the extent to which a leader is likely to define and construct his or 
her role and those of employees in the search for goal attainment. It includes behaviour that 
attempts to organize work, work relationships, and goals. A leader high in initiating structure 
is someone task-oriented who “assigns group members to particular tasks,” “expects workers to 
maintain definite standards of performance,” and “emphasizes the meeting of deadlines.”

Consideration is the extent to which a person’s job relationships are characterized by 
mutual trust, respect for employees’ ideas, and regard for their feelings. A leader high in 
consideration helps employees with personal problems, is friendly and approachable, treats 
all employees as equals, and expresses appreciation and support (people-oriented). Most of 
us want to work for considerate leaders—although the degree to which that is true can vary 
by culture, as we will see shortly.5

Leadership studies at the University of Michigan’s Survey Research Center had 
objectives similar to those of the Ohio State Studies: to locate behavioural characteristics 
of leaders that related to performance effectiveness. The Michigan group identified two 
behavioural types: the employee-oriented leader emphasized interpersonal relationships 
by taking a personal interest in employees’ needs and accepting individual differences, 
and the production-oriented leader emphasized technical or task aspects of jobs, focusing 
on accomplishing the group’s tasks. These dimensions are closely related to the Ohio 
State dimensions. Employee-oriented leadership is similar to consideration, and production-
oriented leadership is similar to initiating structure. In fact, most researchers use the 
terms synonymously.6

The results of behavioural theory studies have been mixed. However, a review of 160 
studies found the followers of leaders high in consideration were more satisfied with their 
jobs, were more motivated, and had more respect for their leaders. Initiating structure, by 
contrast, was strongly related to higher levels of group and organization productivity and 
more positive performance evaluations.

The reason for some of the mixed results from behavioural theory tests may partly lie in 
follower preferences, particularly cultural preferences. Research from the GLOBE program—
a  study of 18,000 leaders from 825 organizations in 62 countries discussed in Chapter 5— 
suggested there are international differences in the preference for initiating structure and 
consideration.7 The study found that leaders high in consideration succeeded best in countries 
where the cultural values did not favour unilateral decision making, such as Brazil. As one 
Brazilian manager noted, “We do not prefer leaders who take self-governing decisions and act 
alone without engaging the group. That’s part of who we are.” A U.S. manager leading a team 
in Brazil would therefore need to be high in consideration—team-oriented, participative, and 
humane—to be effective. In contrast, the French have a more bureaucratic view of leaders and 
are less likely to expect them to be humane and considerate. A leader high in initiating struc-
ture (relatively task-oriented) will do best and can make decisions in a relatively autocratic 
manner in this culture. On the other hand, a manager who scores high on consideration 
(people-oriented) may find his style backfires in France. In other cultures, both may be 
important—Chinese culture emphasizes being polite, considerate, and unselfish, but it has a 
high performance orientation. Thus, consideration and initiating structure may both be impor-
tant for a manager to be effective in China.

Moving beyond initiating structure and consideration, the GLOBE studies also found 
that a country’s history impacts behavioural preferences for leaders. Germans, for example, 
are particularly hostile to highly charismatic leaders, a legacy of collective trauma resulting 
from the leadership style of Adoph Hilter. Similarly, many Eastern European businesses 
operate in an uncertain developing market economy within the context of a highly mascu-
line culture. In this environment some consideration behaviours may be perceived as a sign 
of weakness and actually undermine leadership effectiveness.
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Summary of Trait Theories and Behavioural Theories
In general, research indicates there is validity for both the trait and behavioural theories. 
Parts of each theory can help explain facets of leadership emergence and effectiveness. The 
first difficulty is in correctly identifying whether a trait or a behaviour predicts a certain 
outcome. The second difficulty is in exploring which combinations of traits and behaviours 
yield certain outcomes. We’ve discussed some of these complex determinations as they are 
currently understood. Leaders who have certain traits desirable to their positions and who 
display culturally appropriate initiating structure and consideration behaviours do appear 
to be more effective. Some of the other determinations are less clear. For example, perhaps 
you’re wondering whether conscientious leaders (trait) are more likely to be structuring 
(behaviour), and extraverted leaders (trait) to be considerate (behaviour). Unfortunately, 
we are not sure there is a connection. Future research is needed to determine the exact 
nature of these relationships.

As important as traits and behaviours are in identifying effective or ineffective leaders, 
they do not guarantee success. Some leaders may have the right traits or display the right 
behaviours and still fail. As we’ve mentioned, context matters, too, which has given rise to 
the contingency theories we discuss next.

CONTINGENcY THEORIES
Jamie believes that the best leadership style to use depends on the situation. Ideally leaders 
should adjust their behaviour to fit the situation or, if they are unable to do so, the person 
leading should be replaced to ensure a match between context and leadership style. These 
beliefs mean that Jamie subscribes to contingency theories of leadership.

Some tough-minded leaders seem to gain a lot of admirers when they take over strug-
gling companies and lead them out of crises. However, predicting leadership success is more 
complex than finding a few hero examples. Also, the leadership style that works in very bad 
times doesn’t necessarily translate into long-term success. When researchers looked at situ-
ational influences, it appeared that under condition a, leadership style x would be appropri-
ate, whereas style y was more suitable for condition b, and style z for condition c. But what 
were conditions a, b, and c? We next consider the Fiedler model, one approach to isolating 
situational variables.

The Fiedler Model
Fred Fiedler developed the first comprehensive contingency model for leadership—it is still 
in use today.8 The Fiedler contingency model proposes that effective group performance 
depends on the proper match between the leader’s style and the degree to which the situa-
tion gives the leader control.

Identifying Leadership Style  With the Fiedler model, a key factor in leadership 
success is the individual’s leadership style, which is assumed to be stable and consistent 
across all situations. The model’s least preferred co-worker (LPC) questionnaire identifies 
leadership style by measuring whether a person is task-oriented or relationship-oriented. The 
LPC questionnaire asks respondents to think of all the coworkers they have ever had and 
describe the one they least enjoyed working with, on a scale of 1 to 8, for 16 sets of contrast-
ing adjectives (such as pleasant–unpleasant, efficient–inefficient, open–guarded, supportive–
hostile). If you describe the person you are least able to work with in favorable terms (a 
high LPC score), you are relationship-oriented. If you rate your least-preferred coworker 
in unfavorable terms (a low LPC score), you are primarily interested in productivity and 
are task-oriented. About 16 percent of respondents score in the middle range9 and thus fall 
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outside the theory’s predictions. Our discussion thus pertains to the 84 percent who score 
in the high or low range of the LPC questionnaire.

Defining the Situation  With the Fiedler model, a fit must be found between the 
organizational situation and the leader’s style for there to be leadership effectiveness. If a 
situation requires a task-oriented leader and the person in the leadership position is rela-
tionship oriented, either the situation has to be modified or the leader has to be replaced 
to achieve optimal effectiveness. We can assess the situation in terms of three contingency 
or situational dimensions:

1.	 Leader–member relations is the degree of confidence, trust, and respect members have 
in their leader.

2.	 Task structure is the degree to which the job assignments are procedurized (that is, 
structured or unstructured).

3.	 Position power is the degree of influence a leader has over power variables such as 
hiring, firing, discipline, promotions, and salary increases.

According to Fiedler’s model, the higher the task structure becomes, the more proce-
dures are added; and the stronger the position power, the more control the leader has.  
A very favorable situation (in which the leader has a great deal of control) might include 
a payroll manager who has the respect and confidence of his employees (good leader– 
member relations); activities that are clear and specific—such as wage computation, cheque 
writing, and report filing (high task structure); and considerable freedom to reward and 
punish employees (strong position power). The favorable situations are on the left-hand 
side of the model in Exhibit 12-1. An unfavorable situation, to the right in the model, 
might be that of the disliked chairperson of a volunteer United Way fundraising team (low 
leader–member relations, low task structure, low position power). In this job, the leader has 
very little control.

Matching Leaders and Situations  Combining the three contingency dimensions 
yields eight possible categories of leadership situations. The Fiedler model proposes match-
ing an individual’s LPC score and these eight situations to achieve maximum leadership 
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effectiveness.10 Let’s walk through an example. By the model, task-oriented leaders (repre-
sented by the dotted line) perform better in situations that are either very favorable to them 
and or are very unfavorable, but not as well in moderately favorable situations. So, when 
faced with a category I, II, III, VII, or VIII situation, task-oriented leaders perform better. 
Relationship-oriented leaders (represented by the solid line), however, perform better in 
moderately favorable situations—categories IV and V especially.

Note that each of the categories shows us what creates a favorable or unfavorable situa-
tion for each leadership style. Fiedler later condensed these eight situations down to three, 
with the same general findings:11 Task-oriented leaders perform best in situations of high and 
low control, while relationship-oriented leaders perform best in moderate control situations.

How would you apply Fiedler’s findings? You would match leaders—in terms of their 
LPC scores—with situations—in terms of leader–member relationships, task structure, and 
position power. But remember that the model considers an individual’s leadership style as 
fixed. Therefore, there are only two ways to improve leader effectiveness.

First, you can change the leader to fit the situation—in the same way a baseball man-
ager puts a right- or left-handed pitcher into the game depending on whether the hitter is 
right- or left-handed. If a group situation rates as highly unfavourable but is currently led 
by a relationship-oriented manager, for example, the group’s performance might be 
improved under a manager who is task-oriented. The second alternative is to change the 
situation to fit the leader by restructuring tasks, or increasing or decreasing the leader’s 
power to control factors such as salary increases, promotions, and disciplinary actions.

Evaluation  Studies testing the overall validity of the Fiedler model find considerable 
evidence to support substantial parts of it.12 If we use Fiedler’s later three situation catego-
ries rather than the original eight, ample evidence supports his conclusions.13 But the logic 
underlying the LPC questionnaire is not well understood, and respondents’ scores are not 
stable.14 The contingency variables are also complex and difficult for practitioners to assess.15 
Therefore, while the Fiedler model is widely known and referenced, and its concepts should be 
understood in organizations, its practical application is sometimes problematic.

Other Contingency Theories
Although the Fiedler model is the most researched contingency theory, two others deserve 
discussion: situational leadership theory and path–goal theory.

Situational Leadership Theory  Situational leadership theory (SLT) focuses on the  
followers. It says successful leadership depends on selecting the right leadership style contin
gent on the followers’ readiness, the extent to which followers are willing and able to 
accomplish a specific task. A leader should choose one of four behaviours depending on 
follower readiness.

If followers are unable and unwilling to do a task (for example, they are not well trained 
on how to do it and are not motivated to learn), the leader needs to give clear and specific 
directions. If followers are unable but willing (perhaps untrained but eager to learn), the 
leader needs to display high task orientation to compensate for followers’ lack of ability, and 
high relationship orientation to get them to buy into the leader’s desires. If followers are 
able but unwilling, the leader needs to use a supportive and participative style; if they are 
both able and willing, the leader doesn’t need to do much.

SLT has intuitive appeal. It acknowledges the importance of followers and builds on 
the logic that leaders can compensate for followers’ limited ability and motivation. Yet 
research efforts to test and support the theory have generally been disappointing.16 Why? 
Possible explanations include internal ambiguities and inconsistencies in the model itself 
as well as problems with research methodology. So, despite its intuitive appeal and wide 
popularity, any endorsement must be cautious for now.
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Path–Goal Theory  Developed by Robert House, path–goal theory extracts elements 
from the Ohio State leadership research on initiating structure and consideration, and the 
expectancy theory of motivation.17 Path–goal theory suggests it’s the leader’s job to provide 
followers with information, support, or other resources necessary to achieve goals. (The 
term path–goal implies that effective leaders clarify followers’ paths to their work goals and 
make the journey easier by reducing roadblocks.) The theory predicts:

■	 Directive leadership yields greater satisfaction when tasks are ambiguous or stressful 
than when they are highly structured and well laid out.

■	 Supportive leadership results in high performance and satisfaction when employees are 
performing structured tasks.

■	 Directive leadership is likely to be perceived as redundant by employees with high 
ability or considerable experience.

Of course, this is a simplification. The match between leadership style and situation 
can be individualistic. Some tasks may be both stressful and highly structured, and employ-
ees may have high ability or experience in some tasks and not others. Studies indicate that 
leaders who set goals enable conscientious followers to achieve higher performance but may 
cause stress for workers who are low in conscientiousness.

Altogether, the foundation of path–goal theory has merit. Directive or supportive 
leadership does matter to followers’ performance, and leaders need to be aware of their 
important facilitating role. Additionally, the theory, like SLT and other contingency theo-
ries, reminds us that the effectiveness of leaders depends to a large degree on their followers 
and on the situation they find themselves in.

One contingency theory of leadership takes this concept further, highlighting 
that individual followers may not all have the same relationship with a given leader. 
This theory is called leader–member exchange, or LMX. The theory reminds us that 
leaders form a deep, trusting bond with some employees and not others, partly due to 
time constraints and resource limitations and partly due to personality dynamics and 
in-group effects. The nature of this dyadic relationship influences leadership out-
comes, as the same leader will have varied outcomes depending on their individual 
relationship with specific followers. LMX theory has been well supported by research, 
indicating that a “high-quality exchange” relationship (meaning relationships with 
the leader that are characterized by high trust and perceived supportiveness), are asso-
ciated with higher job satisfaction, reduced turnover, increased organizational citizen-
ship, and better performance. “Low-quality exchanges,” by contrast, are characterized 
by a lack of trust and little or no perceived supportiveness. They are associated with 
lowered job satisfaction, concerns about fairness, increased absenteeism, turnover, and 
reduced performance.18

CHARISmATIc LEADERSHIP  
AND TRANSFORmATIONAl LEADERSHIP
What makes the truly great leaders extraordinary? Two contemporary leadership theories—
charismatic leadership and transformational leadership—attempt to explain how individu-
als go about becoming inspiring leaders.

Charismatic Leadership
Politician Justin Trudeau, human rights activist Malala, Apple co-founder Steven Jobs, 
hockey star Wayne Gretzky, and cosmetics tycoon Mary Kay Ash are all frequently cited as 
charismatic leaders. What do they have in common?
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What is Charismatic Leadership?  Sociologist Max Weber defined charisma (from 
the Greek for “gift”) more than a century ago as “a certain quality of an individual person-
ality, by virtue of which he or she is set apart from ordinary people and treated as endowed 
with supernatural, superhuman, or at least specifically exceptional powers or qualities. 
These are not accessible to the ordinary person and are regarded as of divine origin or as 
exemplary, and on the basis of them the individual concerned is treated as a leader.”19

The first researcher to consider OB in terms of charismatic leadership was Robert House. 
According to House’s charismatic leadership theory, followers attribute heroic or extraordi-
nary leadership abilities when they observe certain behaviours and tend to give these leaders 
power.20 A number of studies have attempted to identify the characteristics of charismatic 
leaders: They have a vision, are willing to take personal risks to achieve that vision, are sensi-
tive to follower needs, and exhibit extraordinary behaviours21 (see Exhibit 12-2).

Nobel Peace Prize winner 
Malala Yousafzai has charmed, 
engaged, and inspired large 
audiences and individual 
politicians all over the world.

EXHIBIT 12-2  Key 
Characteristics of a 
Charismatic Leader

Source: Based on J. A. Conger  
and R. N. Kanungo, Charismatic 
Leadership in Organizations 
(Thousand Oaks, CA: Sage, 1998), 
p. 94.

1. �Vision and articulation. Has a vision—expressed as an idealized goal—that proposes 
a future better than the status quo and is able to clarify the importance of the vision in 
terms that are understandable to others.

2. �Personal risk. Willing to take on high personal risk, incur high costs, and engage in self-
sacrifice to achieve the vision.

3. �Sensitivity to follower needs. Perceptive of others’ abilities and responsive to their needs 
and feelings.

4. �Unconventional behaviour. Engages in behaviours that are perceived as novel and coun-
ter to norms.
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Are Charismatic Leaders Born or Made?  Are charismatic leaders born with their 
qualities? Or can people actually learn to be charismatic leaders? Yes and yes.

Individuals are born with traits that make them charismatic. In fact, studies of identical 
twins found that twins scored similarly on charismatic leadership measures, even if they 
were raised in different households and never met. Personality is also relevant, as charis-
matic leaders are likely to be extraverted, self-confident, and achievement-oriented.22 
Recent research indicates that all of us can develop, within our own limitations, a more 
charismatic leadership style. If you stay active and central in your leadership roles, you will 
naturally communicate your vision for achieving goals to your followers, which increases 
the likelihood that you will be seen as charismatic.23 To further develop an aura of cha-
risma, use your passion as a catalyst for generating enthusiasm. Speak in an animated voice, 
reinforce your message with eye contact and facial expression, and gesture for emphasis. 
Bring out the potential in followers by tapping into their emotions, and create a bond that 
inspires them. Remember, enthusiasm is contagious!

How Charismatic Leaders Influence Followers  How do charismatic leaders actu-
ally influence followers? By articulating an appealing vision, a long-term strategy for attain-
ing a goal by linking the present with a better future for the organization. Desirable visions 
fit the times and circumstances and reflect the uniqueness of the organization. Followers 
are not inspired only by how passionately the leader communicates—there must also be an 
underlying vision that appeals to followers.

A vision needs an accompanying vision statement, a formal articulation of an organi-
zation’s vision or mission. Charismatic leaders may use vision statements to imprint on 
followers an overarching goal and purpose. These leaders also set a tone of cooperation and 
mutual support. They build followers’ self-esteem and confidence with high performance 
expectations and the belief that followers can attain them. Through words and actions, the 
leader conveys values and sets an example for followers to imitate. Finally, the charismatic 
leader engages in emotion-inducing and often unconventional behaviour to demonstrate 
courage and conviction about the vision.

Research indicates that charismatic leadership strategies work because followers 
“catch” the emotions and values their leader is conveying.24 A study of 115 U.S. govern-
ment employees found they had a stronger sense of personal belonging at work when they 
had charismatic leaders, increasing their willingness to engage in helping and compliance-
oriented behaviour.25 When followers mirror the desirable behaviours, the effectiveness of 
these leaders is heightened. One study of Israeli bank employees also showed charismatic 
leaders were more effective because their employees personally identified with them.

Does Effective Charismatic Leadership Depend on the Person and the Situation?  
Charismatic leadership has positive effects across many contexts. There are, however, 
characteristics of followers, and of the situation, that enhance or somewhat limit its effects.

One factor that enhances charismatic leadership is stress. People are especially receptive 
to charismatic leadership when they sense a crisis, when they are under stress, or when they 
fear for their lives. We may be more receptive to charismatic leadership under crises because 
we think bold leadership is needed. Some of it, however, may be more primal. When people 
are psychologically aroused, even in laboratory studies, they are more likely to respond to 
charismatic leaders.26 This might explain why, when charismatic leaders surface, it’s likely to 
be in politics or religion, during wartime, or when a business is in its infancy or facing a life-
threatening crisis. Charismatic leaders are able to reduce stress for their followers, perhaps 
because they help make work seem more meaningful and interesting.27

Some personalities are especially susceptible to charismatic leadership.28 For instance, 
an individual who lacks self-esteem and questions his self-worth is more likely to absorb a 
leader’s direction rather than establish his own way of leading or thinking. For these people, 
the situation may matter much less than the charismatic qualities of the leader.



232 P a r t  5   N e g o t i a t i n g  P o w e r  a n d  P o l i t i c s

The Dark Side of Charismatic Leadership  Unfortunately, charismatic leaders 
who are larger than life don’t necessarily act in the best interests of their organizations.29 
Research has shown that individuals who are narcissistic are also higher in some behav-
iours associated with charismatic leadership.30 Many charismatic—but corrupt—leaders 
have allowed their personal goals to override the goals of the organization. Leaders at 
Enron, Tyco, WorldCom, and HealthSouth recklessly used organizational resources for 
their personal benefit and violated laws and ethics to inflate stock prices, and then cashed 
in millions of dollars in personal stock options. Some charismatic leaders—Hitler, for 
example—are all too successful at convincing their followers to pursue a vision that can be 
disastrous. If charisma is power, then that power can be used for either good or ill.

It’s not that charismatic leadership isn’t effective; overall, it is. But a charismatic leader 
isn’t always the answer. Success depends, to some extent, on the situation, on the leader’s 
vision, and on the organizational checks and balances in place to monitor the outcomes.

Transformational Leadership
Charismatic leadership relies on leaders’ ability to inspire followers to believe in them. 
Transactional leaders, by contrast, guide their followers toward established goals by clarify-
ing role and task requirements. They create structure and they make sure needed resources 
are available. Transactional leaders are frequently contrasted with transformational lead-
ers,31 who focus more on emotion than structure and inspire followers to transcend their 
self-interests for the good of the organization. Transformational leaders can have an extraor-
dinary effect on their followers and as a result they are often confused with charismatic 
leaders. There are some subtle differences between the two. Charismatic leaders inspire 
though the power of personality, while transformational leaders inspire by creating a com-
mon vision and sense of shared power and ability to implement change. Recent research 
suggests that transformational leaders are most effective when their followers are able to 
see the positive impact of their work through direct interaction with customers or other 
beneficiaries.32 Exhibit 12-3 briefly identifies and defines characteristics that differentiate 
transactional from transformational leaders.

Transactional and transformational leadership complement each other; they aren’t 
opposing approaches to leadership effectiveness.33 The best leaders are transactional and 
transformational. Transformational leadership builds on transactional leadership and pro-
duces levels of follower effort and performance beyond what transactional leadership 

EXHIBIT 12-3  Characteri-
stics of Transactional and 
Transformational Leaders

TRANSACTIoNAl LEADER

Contingent reward. Contracts exchange of rewards for effort, promises rewards for good 
performance, recognizes accomplishments.
Management by exception (active). Watches and searches for deviations from rules and 
standards, takes correct action.
Management by exception (passive). Intervenes only if standards are not met.
Laissez-faire. Abdicates responsibilities, avoids making decisions.

TRANSFoRMATIoNAl LEADER

Idealized influence. Provides vision and sense of mission, instills pride, gains respect and 
trust.
Inspirational motivation. Communicates high expectations, uses symbols to focus efforts, 
expresses important purposes in simple ways.
Intellectual stimulation. Promotes intelligence, rationality, and careful problem solving.
Individualized consideration. Gives personal attention, treats each employee individually, 
coaches, advises.

Sources: Based on A. H. Eagly,  

M. C. Johannesen-Schmidt,  

and M. L. Van Engen, 

“Transformational, Transactional, 

and Laissez-faire Leadership Styles: 

A Meta-Analysis Comparing Women 

and Men,” Psychological Bulletin 

129, no. 4 (2003), pp. 569–591; 

and T. A. Judge and J. E. Bono, 

“Five Factor Model of Personality 

and Transformational Leadership,” 

Journal of Applied Psychology 85, 

no. 5 (2000), pp. 751–765.
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Just as vision helps explain how charismatic leadership works, it also explains part of 
the effectiveness of transformational leadership. One study found vision was even more 
important than a charismatic (effusive, dynamic, lively) communication style in explaining 
the success of entrepreneurial firms.37 Vision is the most important element of transforma-
tional leadership in any culture, according to the GLOBE study.38 The GLOBE team con-
cluded that “effective business leaders in any country are expected by their subordinates to 
provide a powerful and proactive vision to guide the company into the future, strong 
motivational skills to stimulate all employees to fulfill the vision, and excellent planning 
skills to assist in implementing the vision.”39

Although vision is important in any culture, the way it is formed and communicated 
may need to be adapted. Transformational leadership may be more effective when leaders 
can directly interact with the workforce to make decisions than when they report to an 
external board of directors or deal with a complex bureaucratic structure. One study showed 
transformational leaders were more effective in improving group potency in teams higher 
in power distance and collectivism.40 Other research using a sample of employees both in 
China and the United States found that transformational leadership had a more positive 
relationship with perceived procedural justice among individuals who were lower in power-
distance orientation, which suggests that transformational leadership may work in many 
cultures as long as the leaders interact directly with followers.41

Transformational leaders are more effective because they encourage those who follow 
them to be creative.42 Creativity and empowerment are key to organizational success, and 
transformational leaders are able to increase follower self-efficacy, giving the group a “can 
do” spirit.43 Empowered followers are more likely to pursue ambitious goals, agree on the 
strategic objectives of the organization, and believe the goals they are pursuing are person-
ally important.44

Like charisma, transformational leadership can be learned. One study of Canadian 
bank managers found branches managed by those who underwent transformational leader-
ship training performed significantly better than branches whose managers did not receive 
training.

Transformational Leadership and Charismatic Leadership  In considering trans-
formational and charismatic leadership, you will have noticed some commonalities. And 
indeed there are. Yet there are differences, too. Charismatic leadership places somewhat 
more emphasis on how leaders communicate (are they passionate and dynamic) while 
transformational leadership focuses more on what is communicated (especially a compelling 
vision); the theories are more alike than different. At their heart, both theories focus on 
the ability of leaders to inspire followers, and some of the ways they do this are the same in 
both theories. Because of this, some researchers believe the concepts are interchangeable.

Cathy Yeulet/123RF

One of the reasons transforma-
tional leadership works is that 
it empowers followers to use 
their own judgement to help 
reach a collective goal.
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AUTHENTIc LEADERSHIP: ETHIcS AND TRUST
Although theories have increased our understanding of effective leadership, they do not 
explicitly deal with the role of ethics and trust, which are essential to complete the picture. 
Here, we consider these two concepts under the rubric of authentic leadership.45

What Is Authentic Leadership?
Authentic leadership focuses on the moral aspects of being a leader. Authentic leaders 
know who they are, know what they believe in, and act on those values and beliefs openly 
and candidly. Their followers consider them ethical people. The primary quality produced 
by authentic leadership is trust. Authentic leaders share information, encourage open com-
munication, and stick to their ideals. The result: People have faith in them.

There has been limited research on authentic leadership. However, recent research 
indicated that authentic leadership, especially when shared among top management team 
members, created a positive energizing effect that heightened firm performance.46

Ethical Leadership
For better or worse, leadership is not value-free. In assessing leadership effectiveness, we 
need to address the means a leader uses to achieve goals as well as the content of those 
goals. The role of the leader in creating the ethical expectations for all members is crucial.47 
Therefore, although every member of an organization is responsible for ethical behaviour, 
many initiatives aimed at increasing organizational ethical behaviour are focused on the 
leaders. A recent study of 2,572 soldiers underscored that ethical leadership among the top 
brass influences not only their direct followers, but all the way down the command struc-
ture as well, because top leaders create an ethical culture and expect lower-level leaders to 
behave along ethical guidelines.48

Ethics and authentic leadership intersect at a number of junctures. Leaders who treat 
their followers with fairness, especially by providing honest, frequent, and accurate infor-
mation, are seen as more effective.49 Related to this is the concept of humbleness, another 
characteristic ethical leaders often exhibit as part of being authentic. Research indicates 
that leaders who model humility help followers to understand the growth process for their 
own development.50 Leaders rated as highly ethical also tend to have followers who engage 
in more organizational citizenship behaviours and who are more willing to bring problems 
to the leaders’ attention.51 Recent research also found that ethical leadership reduced 
interpersonal conflicts.52

Leaders can build on a foundation of trust to show their character, enhance a sense 
of unity, and create buy-in from followers. Research findings suggest that organizations 
should invest in ethical leadership training programs, especially in industries with few 
regulations.53

Servant Leadership
Scholars have recently considered ethical leadership from a new angle by examining  
servant leadership.54 Servant leaders go beyond their self-interest and focus on opportu-
nities to help followers grow and develop. They don’t use power to achieve ends; they 
emphasize persuasion. Characteristic behaviours include listening, empathizing, persuad-
ing, accepting stewardship, and actively developing followers’ potential. Because servant 
leadership emphasizes serving the needs of others, research has focused on its outcomes for 
the well-being of followers. Perhaps not surprisingly, a recent study of 126 CEOs found that 
servant leadership is negatively correlated with the trait of narcissism.55

If we’re looking for the best 
possible leader, it is not enough  
to be charismatic or visionary— 
one must also be ethical and 
authentic.
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What are the effects of servant leadership? One study of 123 supervisors found servant 
leadership resulted in higher levels of commitment to the supervisor, self-efficacy, and percep-
tions of justice, which all were related to organizational citizenship behaviour (OCB).56 This 
relationship between servant leadership and follower OCB appears to be stronger when follow-
ers are focused on being dutiful and responsible.57 Also, servant leadership increases team 
potency (a belief that one’s team has above-average skills and abilities), which in turn leads to 
higher levels of group performance.58 Third, a study with a nationally representative sample 
found a higher level of OCB was associated with a focus on growth and advancement, which 
in turn was associated with a higher level of creative performance.59

Servant leadership may be more prevalent and more effective in certain cultures.60 
When asked to draw images of leaders, for example, U.S. subjects tended to draw them in 
front of the group, giving orders to followers. Singaporeans tended to draw leaders at the 
back of the group, acting more to gather a group’s opinions together and then unify them 
from the rear. This suggests the East Asian prototype is more like a servant leader, which 
might mean servant leadership is more effective in these cultures.

Trust and Leadership
Trust is a psychological state that exists when you agree to make yourself vulnerable to 
another person because you have positive expectations about how things are going to turn 
out.61 Although you aren’t completely in control of the situation, you are willing to take a 
chance that the other person will come through for you. Trust is a primary attribute associ-
ated with leadership; breaking it can have serious adverse effects on a group’s performance.62

Trust is made up of three distinct components or beliefs. In order to fully trust someone 
you must believe that they are competent (they are able to do what they say they will do), 
benevolent (they have good intentions), and that they have integrity (they keep their 
promises). Having only two of the traits is insufficient.63 Imagine being invited to dinner 
at a friend’s house. That friend may have your best interests at heart and might always keep 
promises, but if you know he or she is a terrible cook (incompetent), you will not trust that 
it will be a good meal. Or he or she may be a great cook and be benevolent but have a track 
record of not being home when invited guests arrive (lack of integrity). In a worst case 
scenario you may fear that your friend is angry with you and seeks to poison you (lack of 
benevolence). In all three cases you wouldn’t trust him or her to provide a decent meal; you 
would just have different reasons. Trust is a three-legged stool; remove a leg and the whole 
thing falls down. Leaders must exhibit competence, benevolence, and integrity to gain trust.

Followers who trust a leader are confident their rights and interests will not be abused.64 
Transformational leaders create support for their ideas in part by arguing that their direction 
will be in everyone’s best interests. People are unlikely to look up to or follow someone they 

Competence Benevolence

Trust

Integrity
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perceive as dishonest or may take advantage of them. Thus, as you might expect, transforma-
tional leaders generate higher levels of trust from their followers, which relate to higher levels 
of team confidence and, ultimately, higher levels of team performance.65

In a simple contractual exchange of goods and services, your employer is legally bound to 
pay you for fulfilling your job description. But today’s rapid reorganizations, diffusion of respon-
sibility, and collaborative team-based work style mean employment relationships are not stable 
long-term contracts with explicit terms. Rather, they are based more on trusting relationships 
than ever before. You have to trust that if you show your supervisor a creative project you’ve 
been working on, she won’t steal the credit behind your back. You have to trust that the extra 
work you’ve been doing will be recognized in your performance appraisal. In contemporary 
organizations, where work is less closely documented and specified, voluntary employee 
contribution based on trust is absolutely necessary. Only a trusted leader will be able to encour-
age employees to reach beyond themselves to a transformational goal.

What Are the Consequences of Trust?
Trust between supervisors and employees has a number of advantages. Here are just a few 
that research has shown:

■	 Trust encourages taking risks. Whenever employees decide to deviate from the usual way 
of doing things, or to take their supervisors’ word on a new direction, they are taking 
a risk. In both cases, a trusting relationship can facilitate that leap.

■	 Trust facilitates information sharing. One big reason employees fail to express concerns 
at work is that they don’t feel psychologically safe revealing their views. When manag-
ers demonstrate they will give employees’ ideas a fair hearing and actively make 
changes, employees are more willing to speak out.66

■	 Trusting groups are more effective. When a leader sets a trusting tone in a group, mem-
bers are more willing to help each other and exert extra effort, which increases trust. 
Members of mistrusting groups tend to be suspicious of each other, constantly guard 
against exploitation, and restrict communication with others in the group. These 
actions tend to undermine and eventually destroy the group.

■	 Trust enhances productivity. The bottom-line interest of companies appears to be posi-
tively influenced by trust. Employees who trust their supervisors tend to receive higher 
performance ratings.67 People respond to mistrust by concealing information and 
secretly pursuing their own interests.

One potentially significant opportunity for building trust within an organization is to 
encourage positive relationships between leaders and would-be leaders. Mentoring pro-
grams, discussed next, allow individuals from different organizational levels to get to know 
one another and create bonds of trust.

LEADING FOR THE FUTURE: MENTORING
Leaders often take responsibility for developing future leaders. Let’s consider what makes 
mentoring valuable as well as its potential pitfalls.

Mentoring
A mentor is a senior employee who sponsors and supports a less experienced employee, a 
protégé. Successful mentors are good teachers. They present ideas clearly, listen well, and 
empathize with protégés’ problems. Mentoring relationships, whether formal or informal, 
serve career functions and psychosocial functions.68
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In formal mentoring relationships, protégé candidates are identified according to 
assessments of leadership potential and then matched with leaders in corresponding orga-
nizational functions. Informal mentoring relationships happen much the same way, but 
organically: first, a less experienced, lower-level employee who appears to have potential 
for future development is identified.69 The protégé is often then tested with a particularly 
challenging assignment. If performance is acceptable, the leader will develop the mentor-
ing relationship. In both formal and informal mentoring, the goal is to show the protégé 
how the organization really works outside its formal structures and procedures.

Are all employees in an organization likely to participate in a mentoring relation-
ship? Unfortunately, no.70 However, research indicates that employers should establish 
mentoring programs because they benefit both mentors and protégés. A recent study in 
Korea, for instance, found that mentors achieved higher levels of transformational 
leadership abilities as a result of the process, while organizational commitment and 
well-being increased for both mentors and protégés.71 Mentoring has also proven effec-
tive for improving the outcomes of historically disadvantaged workers. In Canada, for 
example, government employers such as Manitoba Hydro have found formal mentoring 
particularly effective for improving job retention and promotion rates among First 
Nations people.72

Although begun with the best intentions, formal mentoring relationships are not 
as effective as informal ones,73 perhaps due to poor planning, design, and communica-
tion. Mentors must see the relationship as beneficial to themselves and the protégé, 
and the protégé must feel he has input into the relationship.74 Formal mentoring pro-
grams are also most likely to succeed if they appropriately match the work style, needs, 
and skills of protégé and mentor, and if resources and supports are provided to the 
mentors themselves.75

You might assume mentoring is valuable for objective outcomes like compensation and 
job performance, and sometimes that does indeed happen. More often, however, research 
suggests the gains are primarily psychological. Research further indicates that while men-
toring can have an impact on career success, it is not as much of a contributing factor as 
ability and personality. It may feel nice to have a mentor, but it doesn’t appear that having 
a good mentor, or any mentor, is critical to your career. Mentors may be effective not 
because of the functions they provide, but because of the resources they can obtain; a men-
tor connected to a powerful network can build relationships that will help the protégé 
advance. Network ties, whether built through a mentor or not, are a significant predictor 
of career success.76 If a mentor is not well connected or not a very strong performer, the 
best mentoring advice in the world will not be very beneficial.

CHAllENGES TO THE LEADERSHIP 
CONSTRUcT
“In the 1500s, people ascribed all events they didn’t understand to God. Why did the crops 
fail? God. Why did someone die? God. Now our all-purpose explanation is leadership.”77 
This may be an astute observation from management consulting, but of course much of 
an organization’s success or failure is due to factors outside the influence of leadership. 
Sometimes it’s a matter of being in the right or wrong place at a given time. In this section, 
we present challenges to the accepted beliefs about the value of leadership.

Leadership as an Attribution
As you may remember from Chapter 6, attribution theory examines how people try to make 
sense of cause-and-effect relationships. The attribution theory of leadership says leadership 
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is merely an attribution people make about other individuals.78 That may help explain why 
people who are not stereotypically considered leaders, such as females, struggle to obtain 
equality in leadership representation. We attribute the following to leaders: intelligence, 
outgoing personality, strong verbal skills, aggressiveness, understanding, and industrious-
ness.79 At the organizational level, we tend, rightly or wrongly, to see leaders as responsible 
for both extremely negative and extremely positive performance.80

One study of 128 major U.S. corporations found that whereas perceptions of CEO 
charisma did not lead to objectively better company performance, company performance 
did lead to perceptions of charisma.81 Attribution theory suggests it is important to project 
the appearance of being a leader rather than focusing on actual accomplishments. Leader-
wannabes who can shape the perception that they’re smart, personable, verbally adept, 
aggressive, hardworking, and consistent in their style can increase the probability that their 
bosses, colleagues, and employees will view them as effective leaders.

Substitutes for and Neutralizers of Leadership
One theory of leadership suggests that in many situations, leaders’ actions are irrelevant.82 
Experience and training are among the substitutes that can replace the need for a lead-
er’s support or ability to create structure. Recently, companies such as video game pro-
ducer Valve Corporation, Gore-Tex maker W. L. Gore, and collaboration-software firm 
GitHub have experimented with eliminating leaders and management. Governance in the 
“bossless” work environment is achieved through accountability to coworkers, who deter-
mine team composition and even sometimes pay.83 Organizational characteristics such as 
explicit formalized goals, rigid rules and procedures, and cohesive work groups can replace 
formal leadership, while indifference to organizational rewards can neutralize its effects. 
Neutralizers make it impossible for leader behaviour to make any difference to follower 
outcomes (see Exhibit 12-5).

Sometimes the difference between substitutes and neutralizers is fuzzy. If I’m 
working on a task that’s intrinsically enjoyable, theory predicts leadership will be less 
important because the task provides motivation. But does that mean intrinsically 
enjoyable tasks neutralize leadership effects, or substitute for them, or both? Another 
problem with the theory is that while substitutes for leadership (such as employee 
characteristics, the nature of the task, etc.) matter to performance, we can’t infer that 
leadership doesn’t matter.84

EXHIBIT 12-5  Substitutes 
for and Neutralizers of 
Leadership

Defining Characteristics Relationship-Oriented 
Leadership

Task-Oriented Leadership

Individual

Experience/training No effect on Substitutes for

Professionalism Substitutes for Substitutes for

Indifference to rewards Neutralizes Neutralizes

Job

Highly structured task No effect on Substitutes for

Provides its own feedback No effect on Substitutes for

Intrinsically satisfying Substitutes for No effect on

Organization

Explicit formalized goals No effect on Substitutes for

Rigid rules and procedures No effect on Substitutes for

Cohesive work groups Substitutes for Substitutes for

Source: Based on S. Kerr and 

J. M. Jermier, “Substitutes for 

Leadership: Their Meaning and 

Measurement,” Organizational 
Behaviour and Human Performance 

(December 1978), p. 378.



SUmmARY
�r�� Leadership plays a central part in understanding group behaviour, because it’s the 

leader who usually directs us toward our goals.

�r�� Knowing what makes a good leader should be valuable in improving group performance.

�r�� The early search for a set of universal leadership traits failed. However, recent efforts 
using the Big Five personality framework show strong and consistent relationships 
between leadership and extraversion, conscientiousness, and openness to experience.

�r�� The behavioural approach’s major contribution was narrowing leadership into 
task-oriented (initiating structure) and people-oriented (consideration) styles.

�r�� By considering the situation in which the leader operates, contingency theories 
improve on the behavioural approach.
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FINDING AND CREATING EFFEcTIVE LEADERS
Given all this complexity and all the different perspectives, how can organizations find or 
create effective leaders? Let’s try to answer that question.

Selecting Leaders
The process organizations go through to fill management positions is an exercise in the 
identification of effective leaders. You might begin by reviewing the knowledge, skills, and 
abilities needed to do the job effectively. Personality tests can identify traits associated with 
leadership—extraversion, conscientiousness, and openness to experience. High self-monitors 
are better at reading situations and adjusting their behaviour accordingly. Candidates with 
high emotional intelligence should have an advantage, especially in situations requiring 
transformational leadership.85 Experience is a poor predictor of leader effectiveness, but 
situation-specific experience is relevant.

Training Leaders
Organizations spend billions of dollars on leadership training and development.86 These 
take many forms, from expensive executive leadership programs offered by universities such 
as University of Toronto to canoeing and wilderness camping experiences offered by the 
Outward Bound program. Business schools and companies are putting renewed emphasis on 
leadership development.

How can managers get the most from their leadership-training budgets? First, leader-
ship training is likely to be more successful with high self-monitors. Such individuals have 
the flexibility to change their behaviour. Second, organizations can teach implementation 
skills. Third, we can teach skills such as trust building and mentoring. Leaders can be 
taught situational-analysis skills. They can learn how to evaluate situations, modify them 
to better fit their style, and assess which leader behaviours might be most effective in 
given situations.

Fourth, behavioural training through modelling exercises can increase an individual’s 
ability to exhibit charismatic leadership qualities. Fifth, leaders should engage in regularly 
reviewing their leadership after key organizational events. These after-event reviews are 
especially effective for leaders who are high in conscientiousness and openness to experi-
ence, and who are emotionally stable (low in neuroticism).87 Finally, leaders can be trained 
in transformational leadership skills that have bottom-line results.
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�r�� �5�I�F �D�P�O�D�F�Q�U �P�G �B�V�U�I�F�O�U�J�D �M�F�B�E�F�S�T�I�J�Q �F�O�D�P�N�Q�B�T�T�F�T �U�I�F �E�J�N�F�O�T�J�P�O�T �P�G �F�U�I�J�D�T �B�O�E �U�S�V�T�U 
�U�I�B�U �D�I�B�S�B�D�U�F�S�J�[�F �U�I�F �C�F�T�U �M�F�B�E�F�S�T�I�J�Q �Q�S�B�D�U�J�D�F�T�
 �B�M�U�I�P�V�H�I �U�I�F �O�F�F�E �G�P�S �M�F�B�E�F�S�T�I�J�Q �U�P 
�J�O�D�S�F�B�T�F �Q�F�S�G�P�S�N�B�O�D�F �J�T �O�P�U �B�M�X�B�Z�T �D�F�S�U�B�J�O��

�r�� �4�F�S�W�B�O�U �M�F�B�E�F�S�T�I�J�Q �J�O�W�P�M�W�F�T �I�F�M�Q�J�O�H �P�U�I�F�S�T �H�S�P�X �B�O�E �E�F�W�F�M�P�Q��

�r�� �3�F�H�B�S�E�M�F�T�T �P�G �U�I�F �U�Z�Q�F �P�G �M�F�B�E�F�S�T�I�J�Q �T�U�Z�M�F �V�T�F�E�
 �U�S�V�T�U �J�T �L�F�Z �G�P�S �M�F�B�E�F�S�T�I�J�Q �F�G�G�F�D�U�J�W�F�O�F�T�T��

Implications for Managers
�r�� �'�P�S �N�B�Y�J�N�V�N �M�F�B�E�F�S�T�I�J�Q �F�G�G�F�D�U�J�W�F�O�F�T�T�
 �F�O�T�V�S�F �U�I�B�U �Z�P�V�S �Q�S�F�G�F�S�F�O�D�F�T �P�O �U�I�F �J�O�J�U�J�B�U�J�O�H 

�T�U�S�V�D�U�V�S�F �B�O�E �D�P�O�T�J�E�F�S�B�U�J�P�O �E�J�N�F�O�T�J�P�O�T �B�S�F �B �N�B�U�D�I �G�P�S �Z�P�V�S �X�P�S�L �E�Z�O�B�N�J�D�T �B�O�E �D�V�M�U�V�S�F��

�r�� �)�J�S�F �D�B�O�E�J�E�B�U�F�T �X�I�P �F�Y�I�J�C�J�U �U�S�B�O�T�G�P�S�N�B�U�J�P�O�B�M �M�F�B�E�F�S�T�I�J�Q �R�V�B�M�J�U�J�F�T �B�O�E �X�I�P �I�B�W�F �E�F�N-
�P�O�T�U�S�B�U�F�E �T�V�D�D�F�T�T �J�O �X�P�S�L�J�O�H �U�I�S�P�V�H�I �P�U�I�F�S�T �U�P �N�F�F�U �B �M�P�O�H���U�F�S�N �W�J�T�J�P�O�� �1�F�S�T�P�O�B�M�J�U�Z 
�U�F�T�U�T �D�B�O �S�F�W�F�B�M �D�B�O�E�J�E�B�U�F�T �I�J�H�I�F�S �J�O �F�Y�U�S�B�W�F�S�T�J�P�O�
 �D�P�O�T�D�J�F�O�U�J�P�V�T�O�F�T�T�
 �B�O�E �P�Q�F�O�O�F�T�T�
 
�X�I�J�D�I �N�B�Z �J�O�E�J�D�B�U�F �M�F�B�E�F�S�T�I�J�Q �S�F�B�E�J�O�F�T�T��

�r�� �'�P�S �N�B�O�B�H�F�N�F�O�U �S�P�M�F�T�
 �I�J�S�F �D�B�O�E�J�E�B�U�F�T �X�I�P�N �Z�P�V �C�F�M�J�F�W�F �B�S�F �F�U�I�J�D�B�M �B�O�E �U�S�V�T�U�X�P�S�U�I�Z�
 
�B�O�E �U�S�B�J�O �D�V�S�S�F�O�U �N�B�O�B�H�F�S�T �J�O �Z�P�V�S �P�S�H�B�O�J�[�B�U�J�P�O���T �F�U�I�J�D�B�M �T�U�B�O�E�B�S�E�T �U�P �J�O�D�S�F�B�T�F �M�F�B�E�F�S-
�T�I�J�Q �F�G�G�F�D�U�J�W�F�O�F�T�T��

�r�� �4�F�F�L �U�P �E�F�W�F�M�P�Q �U�S�V�T�U�J�O�H �S�F�M�B�U�J�P�O�T�I�J�Q�T �X�J�U�I �G�P�M�M�P�X�F�S�T �C�F�D�B�V�T�F�
 �B�T �P�S�H�B�O�J�[�B�U�J�P�O�T �I�B�W�F 
�C�F�D�P�N�F �M�F�T�T �T�U�B�C�M�F �B�O�E �Q�S�F�E�J�D�U�B�C�M�F�
 �T�U�S�P�O�H �C�P�O�E�T �P�G �U�S�V�T�U �B�S�F �S�F�Q�M�B�D�J�O�H �C�V�S�F�B�V�D�S�B�U�J�D 
�S�V�M�F�T �J�O �E�F�G�J�O�J�O�H �F�Y�Q�F�D�U�B�U�J�P�O�T �B�O�E �S�F�M�B�U�J�P�O�T�I�J�Q�T��

�r�� �$�P�O�T�J�E�F�S �J�O�W�F�T�U�J�O�H �J�O �M�F�B�E�F�S�T�I�J�Q �U�S�B�J�O�J�O�H �T�V�D�I �B�T �G�P�S�N�B�M �D�P�V�S�T�F�T�
 �X�P�S�L�T�I�P�Q�T�
 �S�P�U�B�U�J�O�H 
�K�P�C �S�F�T�Q�P�O�T�J�C�J�M�J�U�J�F�T�
 �D�P�B�D�I�J�O�H�
 �B�O�E �N�F�O�U�P�S�J�O�H��

Breakout Question for Group Discussion
�$�B�O �B �M�F�B�E�F�S �X�I�P �I�B�T �M�P�T�U �U�I�F �U�S�V�T�U �P�G �U�I�F�J�S �G�P�M�M�P�X�F�S�T �F�W�F�S �S�F�D�P�W�F�S �J�U�  �*�G �T�P�
 �X�I�B�U �T�U�S�B�U�F�H�J�F�T 
�N�J�H�I�U �C�F �F�G�G�F�D�U�J�W�F�  �3�F�N�F�N�C�F�S �U�P �D�P�O�T�J�E�F�S �B�M�M �U�I�S�F�F �E�J�N�F�O�T�J�P�O�T �P�G �U�S�V�T�U �	�D�P�N�Q�F�U�F�O�D�F�
 
�C�F�O�F�W�P�M�F�O�D�F�
 �B�O�E �J�O�U�F�H�S�J�U�Z�
 �X�I�F�O �B�O�T�X�F�S�J�O�H��

Personal
Inventory
ASSESSMENT

Personal Inventory Assessment  ��
��
��

�*�O �U�I�F �1�F�S�T�P�O�B�M �*�O�W�F�O�U�P�S�Z �"�T�T�F�T�T�N�F�O�U �G�P�V�O�E �J�O �.�Z�.�B�O�B�H�F�N�F�O�U�-�B�C�
 �U�B�L�F �U�I�F �B�T�T�F�T�T�N�F�O�U�� 
�&�U�I�J�D�B�M �-�F�B�E�F�S�T�I�J�Q �"�T�T�F�T�T�N�F�O�U��

Self-Reflection Activity
�%�P �Z�P�V �I�B�W�F �U�I�F �T�L�J�M�M�T�
 �B�C�J�M�J�U�J�F�T�
 �B�O�E �B�U�U�J�U�V�E�F�T �O�F�F�E�F�E �U�P �F�O�H�B�H�F �J�O �F�U�I�J�D�B�M �M�F�B�E�F�S�T�I�J�Q�  
�&�U�I�J�D�B�M �M�F�B�E�F�S�T�I�J�Q �I�F�M�Q�T �G�P�T�U�F�S �I�F�B�M�U�I�Z�
 �G�B�J�S�
 �B�O�E �Q�S�P�E�V�D�U�J�W�F �X�P�S�L�Q�M�B�D�F�T�
 �C�V�U �J�U �J�T �O�P�U �B�M�X�B�Z�T 
�D�M�F�B�S  �X�I�B�U  �C�F�I�B�W�J�P�V�S�T  �D�P�O�T�U�J�U�V�U�F  �F�U�I�J�D�B�M  �M�F�B�E�F�S�T�I�J�Q��  �5�B�L�F  �U�I�F  �1�F�S�T�P�O�B�M  �*�O�W�F�O�U�P�S�Z 
�"�T�T�F�T�T�N�F�O�U �G�P�V�O�E �J�O �.�Z�.�B�O�B�H�F�N�F�O�U�-�B�C �U�P �T�F�F �X�I�F�S�F �Z�P�V �S�B�O�L�� �"�G�U�F�S �S�F�B�E�J�O�H �U�I�F �E�F�C�S�J
�F�G�J�O�H �B�U �U�I�F �F�O�E �P�G �U�I�F �R�V�J�[�
 �S�F�G�M�F�D�U �P�O �Z�P�V�S �T�D�P�S�F�� �%�P �Z�P�V �U�I�J�O�L �J�U �J�T �B�D�D�V�S�B�U�F�  �8�I�Z �P�S 
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MINI CASE  A STUDY OF LEADERSHIP STYlE

Although he is still young, 24-year-old Bryce Williams knows a great deal about leadership. 
He is the elected Chief of the Tsawwassen First Nation (TFN). The TFN treaty went into 
effect in April 2009, making the TFN the first urban self-governed nation in British 
Columbia. While this opened up enormous opportunities for economic development, it 
also raised concerns about cultural maintenance. Bryce William’s commitment to balance 
led to his election as Chief in 2012. Asked about his surprise win against older and more 
experienced candidates, Williams replied, “I think my people-first mentality is a big part of 
getting elected—and being involved with the community quite often and having that want 
and need to strengthen the culture.”

Bryce Williams has the credibility that comes from being directly involved in cultural 
maintenance himself. As an elected leader, he strives to foster the creation of “culture-
bearers” by supporting traditional arts such as weaving, dancing, singing, and carving. 
Williams himself is a talented carver who teaches Coast Salish art to children in his com-
munity. This contact makes him accessible to local children and youth. Peggy McCleod, 
who facilitates the classes, says “having that time the way they do every week, with one of 
the leaders, I think really goes a long way to speak to how valued they [the children] are.” 
As for Williams, his perspective is very straightforward. “Part of being a Haida artist or a 
Coast Salish artist is being willing to pass on those traditions. It uplifts me to be able to pass 
along some of that knowledge.”

Williams’s cultural support is carried out in a way that also leads to economic opportunity. 
For example, in January 2014 the TFN broke ground on two new destination shopping malls on 
Tsawwassen land. These mega malls will not only generate profits for the band, they also help 
provide a forum for the display and sale of traditional arts products. “Obviously it’s good to keep 
the culture alive, but you can’t host programs and services when you don’t have money to move 
those things forward, so they’re both very important,” observes Williams.

When asked about what traits a chief should have, Bryce Williams says that a leader is 
someone who can be the “voice of the people.” He doesn’t mean being loud or opinionated. 
In fact, during his nation’s legislative assembly he is often silent, even in tense debates. He 
is listening, carefully absorbing everyone’s viewpoint and perspective. Some recall that 
prior chiefs had a different style, getting more involved and advocating strongly for one side 
of a debate. Steven Stark, a member of legislature, observed: “Bryce is conservative. He 
watches. He is quiet but he uses his words wisely. He has that open ear.” Listening carefully 
helps Williams find mutually beneficial solutions to problems. For example, when discuss-
ing a dispute with a local municipality over sewer lines he said that “there has to be rela-
tionship building there and we just have to find a way to work together so that we can find 
ways to benefit all of our communities.”

Sources: P. Holdsworth and E. Riva-Guerra, “Young B.C. Chief Balances Major Development with Tradition,” CBC News, April 23, 
2014, http://www.cbc.ca/news/aboriginal/young-b-c-chief-balances-major-development-with-tradition-1.2618187; Staff reporter, 
“Construction of Tsawwassen First Nation Mega Mall Begins,” CBC News, January 24, 2014, http://www.cbc.ca/news/canada/british-
columbia/construction-of-tsawwassen-first-nation-mega-malls-begins-1.2510438; K. Hilderman, “Chief Bryce Williams, Tsawwassen 
First Nation,” BC Business, July 2, 2013, http://www.bcbusiness.ca/people/chief-bryce-williams-tsawwassen-first-nation.

why not? Would your coworkers and/or direct reports agree with your self-assessment? Do 
you get different answers if you take the quiz twice, thinking about a different context each 
time (for example, work behaviour versus behaviour while acting as a volunteer coach). If 
there is a difference in your score based on context, what does that suggest for the practice 
of ethics in leadership roles?

http://www.cbc.ca/news/aboriginal/young-b-c-chief-balances-major-development-with-tradition-1.2618187
http://www.cbc.ca/news/canada/british-columbia/construction-of-tsawwassen-first-nation-mega-malls-begins-1.2510438
http://www.cbc.ca/news/canada/british-columbia/construction-of-tsawwassen-first-nation-mega-malls-begins-1.2510438
http://www.cbc.ca/news/canada/british-columbia/construction-of-tsawwassen-first-nation-mega-malls-begins-1.2510438
http://www.bcbusiness.ca/people/chief-bryce-williams-tsawwassen-first-nation
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MINI CASE  �SITUATIONAl LEADERSHIP  
COmES ClEAN

Martha couldn’t help but notice the various grimaces on her employee’s faces as she 
gave out instructions that morning. She carefully explained in which order the win-
dows should be cleaned and which safety harnesses they should use. She decided to 
improve their attitude with a promise. “Hey,” she told her six-person crew, “if you do a 
good job, tomorrow’s coffee is on me.” She had expected a cheer or at least a few smiles 
but all she got was bored looks and rolled eyes. Martha decided to just let it go and get 
on with the workday.

She couldn’t believe how different her work experiences were last summer and this 
summer. She had worked for exactly the same company this year doing the same job, so she 
had no idea why things were turning out so differently.

Martha was a site supervisor for a window washing company that operated in the 
summer months, employing significant numbers of students. It was her job to direct and 
train new hires, plan the day’s work, assign tasks, and make sure everyone complied 
with safety regulations. She also helped with the actual work. Martha had been given 
the supervisory role after her first year of college, after having worked there for three 
summers while in high school.

Her first summer as a site supervisor had been great! She had had a team of six high 
school students aged 15 and 16, four female and two male, for most of whom this was their 
first real job. Many of them were unfamiliar with basic safety gear and were happy to listen 
to her advice about the best way to complete a job.

This first crew were generally a good bunch, but they tended to get distracted and goof 
off. Martha had found it easy to minimize this by checking on them regularly (sometimes 
using what she called her “mom voice” to remind them to get back to work), and offering 
small rewards like free pop and coffee.

Her second summer she had been assigned to a level 2 crew. Such crews took on 
the more difficult assignments. For example, they would wash windows at multi-storey, 
sheer office towers, whereas other teams focused on suburban homes. Her level 2 crew 
consisted of college and university students who had worked there a minimum of two 
summers previously and had also taken a specialized ropes and harnesses course to learn 
about safety while cleaning skyscrapers. The average age was 21 and her crew included 
four males and two females.

Pleased by her success the previous year, Martha had done all the same things. She 
gave full and complete directions each morning, she used her “mom voice” when she felt 
someone wasn’t performing, and she offered small rewards. Yet her team wasn’t responding 
the same way at all, and they didn’t seem to like or respect her much. Martha though about 
it for a long time and decided that she needed to …

Discussion Questions

1.	 How would you characterize Bryce Williams’s leadership style or styles? Justify your 
answer. Remember that he may be combining styles or exhibiting varied styles at dif-
ferent times or in different contexts.

2.	 Is Bryce’s leadership style or styles suitable for the context that he is working in? Justify 
your answer.

3.	 Describe two jobs/scenarios in which Bryce’s current primary leadership style would 
likely be ineffective. Explain your answer.
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MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
�t��Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
�t��PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
�t��Study Plan: Check your understanding of chapter concepts with self-study quizzes.
�t��Simulations: Practise decision making in simulated management environments.

PERSoNAl INVENToRY ASSESSMENT

Discussion Questions

1.	 Why is the same leadership style leading to such different results year over year? 
Explain your answer in detail.

2.	 How should Martha adjust her leadership style for her new team? Justify your answer 
using a contingency-based theory of leadership.

3.	 Does gender have anything to do with her team’s response to Martha? Explain and 
justify why gender might matter, and why it might not. If her team is indeed respond-
ing to her gender, what might Martha do about it?
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Chapter 13 
Power and Politics

In both research and practice, power and politics have been 
described as dirty words. It is easier for most of us to talk 
about sex or money than about power or political behaviour. 
People who have power deny it, people who want it try not 
to look like they’re seeking it, and those who are good at 
getting it are generally secretive about how they do so.1

In this chapter, we show that power determines what 
goals a group will pursue and how the group’s resources 
will be distributed among its members. Further, we show 
how group members with good political skills use their 
power to influence the distribution of resources in their 
favour.

Learning Objectives

After studying this chapter, you should be able to:

1	 Define power.

2	 Contrast leadership and power.

3	 Describe the five bases of power.

4	 Identify nine power or influence tactics and their 
contingencies.

5	 Explain how power affects people.

6	 Define organizational politics and evaluate the role of 
politics in organizations.

7	 Identify the causes and consequences of political 
behaviour.

8	 Assess whether a political action is ethical.

9	 Describe the political mapping process and its 
advantages.

Justin Tang/CP Images, Jeff McIntosh/CP Images, Geoff Robins/CP Images,  
Fernando Morales/The Globe and Mail/CP Images

A DEFINITION OF POWER
Power refers to a capacity that A has to influence the behaviour of B so B acts in accordance 
with A’s wishes.2 Someone can thus have power but not use it; it is a capacity or potential. 
Probably the most important aspect of power is that it is a function of dependence. The 
greater B’s dependence on A, the greater A’s power in the relationship. Dependence, in turn, 
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is based on alternatives that B perceives and the importance B puts on the alternative(s) 
that A controls. A person can have power over you only if he controls something you desire. 
If you want a college degree and have to pass a certain course to get it, and your current 
instructor is the only faculty member in the college who teaches that course, she has power 
over you. Your alternatives are highly limited, and you place a high degree of importance on 
the outcome. Similarly, if you’re attending college on funds provided by your parents, you 
probably recognize the power they hold over you. You’re dependent on them for financial 
support. But once you’re out of school, have a job, and are making a good income, your 
parents’ power is reduced significantly. Who among us has not known or heard of a rich rela-
tive who is able to control a large number of family members merely through the implicit or 
explicit threat of “writing them out of the will”?

In a disturbing example of the power of dependence, Wall Street portfolio manager 
Ping Jiang allegedly was able to coerce analyst Andrew Tong into taking female hormones 
and wearing lipstick and makeup. Why such power? Jiang controlled Tong’s access to day 
trading. That’s how much power dependencies can bring.3

Money is often a dependence factor in power and politics, but it is not the only means 
by which one person or group creates dependence from another. Before we examine the 
ways power is gained and exercised, let’s be certain we understand the important differences 
between leadership and power.

CONTRaSTING LEadERSHIp aNd POWER
A careful comparison of our description of power with our description of leadership in 
Chapter 12 reveals that the concepts are closely intertwined. Official leaders have formal 
power, and they use it as a means of attaining group goals. (Official leaders may also have 
informal types of power which complement and supplement their formal power.) Other 
people may have strong influence within an organization, but without the formal authority 
associated with a leadership role they rely on alternative sources of power.

To get more specific, how are the two terms different? Power does not require goal 
compatibility, merely dependence. Leadership, on the other hand, requires some congru-
ence between the goals of the leader and those being led. A second difference relates to the 
direction of influence. Leadership research focuses on the downward influence on follow-
ers. It minimizes the importance of lateral and upward influence patterns. Power research 
takes all factors into consideration. For a third difference, leadership research often empha-
sizes style. It seeks answers to questions such as: How supportive should a leader be? How 
much decision making should be shared with followers? In contrast, the research on power 
focuses on tactics for gaining compliance. Lastly, leadership concentrates on the individual 
leader’s influence, while the study of power acknowledges that groups as well as individuals 
can use power to control other individuals or groups.

You may have noted that for a power situation to exist, one person or group needs to 
have control over resources the other person or group values. This is usually the case in 
established leadership situations. However, it is important to remember that power rela-
tionships exist potentially in all areas of life and power can be obtained in many ways. Let’s 
explore the various sources of power next.

BaSES OF POWER
Where does power come from? What gives an individual or a group influence over  
others? We answer by dividing the bases or sources of power into two general groupings— 
formal and personal—and then breaking each of these down into more specific  
categories.4
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Formal Power
Formal power is based on an individual’s position in an organization. It can come from the 
ability to coerce, the ability to reward, or formal authority (also termed legitimate power). 
Each of these three types of formal power will now be explored further.

Coercive Power  Khalad is a temporary foreign worker who needs to be employed in 
order to stay in Canada. His boss uses that vulnerability to get him to work overtime with-
out pay, since Khalad has no other local job prospects and needs to support a family back 
home. His boss is using coercive power. The coercive power base depends on fear of the 
negative results from failing to comply. On the physical level, coercive power rests on the 
application, or the threat of application, of bodily distress through the infliction of pain, 
the restriction of movement, or the withholding of basic physiological or safety needs.

At the organizational level, A has coercive power over B if A can dismiss, suspend, or 
demote B, assuming B values his job. If A can assign B work activities B finds unpleasant, 
or treat B in a manner B finds embarrassing, A possesses coercive power over B. Coercive 
power can also come from withholding key information. People in an organization who 
have knowledge others need can make others dependent on them.

Reward Power  Elza is responsible for logistics and scheduling at her courier firm. People 
that treat her nicely and make their deliveries on time tend to get assigned the easiest and 
quickest routes whereas those who annoy her or are responsible for customer complaints get 
assigned the difficult, traffic-laden routes. Elza has reward power. The opposite of coercive 
power is reward power, with which people comply because it produces positive benefits; 
someone who can distribute rewards others view as valuable will have power over them. 
These rewards can be either financial—such as controlling pay rates, raises, and bonuses—
or nonfinancial, including recognition, promotions, interesting work assignments, friendly 
colleagues, and preferred work shifts or sales territories.5

Legitimate Power  Bryce owns a company. When he makes a request people comply 
simply because he is the boss. He has legitimate power. In formal groups and organizations, 
probably the most common access to one or more of the power bases is through legitimate 
power. It represents the formal authority to control and use organizational resources based 
on structural position in the organization.

Legitimate power is broader than the power to coerce and reward. Specifically, it 
includes members’ acceptance of the authority of a position. We associate power so closely 
with the concept of hierarchy that just drawing longer lines in an organization chart leads 
people to infer the leaders are especially powerful.6 When school principals, bank presidents, 
or army captains speak, teachers, tellers, and first lieutenants listen and usually comply.

Personal Power
Many of the most competent and productive chip designers at Intel have power, but they 
aren’t managers and have no formal power. What they have is personal power, which comes 
from an individual’s unique characteristics. There are two bases of personal power: exper-
tise, and the respect and admiration of others, which is also termed referent power.

Expert Power  Susan has developed a custom database for her company’s customer 
records. She is the only one who knows enough about the database structure to administer 
and maintain it and the information kept inside is critical to the company’s success. Susan 
has expert power. Expert power is influence wielded as a result of expertise, special skills, or 
knowledge. As jobs become more specialized, we become increasingly dependent on experts 
to achieve goals. It is generally acknowledged that physicians have expertise and hence expert 



Discussion Questions

1.	 Identify the types of conflict being described in this scenario. What aspect of the con-
flict is most likely to turn highly toxic and why?

2.	 Discuss the linkages between poor communication and conflict that you observe in 
this scenario. In addition to poor communication, what else makes conflict more likely 
in this setting?

3.	 What (if anything) should Brittany do now to mend her relationship with Oscar?

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
�t��Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
�t��PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
�t��Study Plan: Check your understanding of chapter concepts with self-study quizzes.
�t��Simulations: Practise decision making in simulated management environments.
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Chapter 15 
Foundations of Organization Structure

Even for a start-up company with only a few employees, 
organizational structure is far more than simply deciding 
who’s the boss and how many employees will be needed. 
The organization’s structure will determine what relation-
ships form, the formality of those relationships, and many 

work outcomes. The structure may also change as organiza-
tions grow and shrink, as management trends dictate, and as 
research uncovers better ways of maximizing productivity. 
In this chapter, we’ll explore how structure impacts employee 
behaviour and the organization as a whole.1

dotshock/123RFLearning Objectives

After studying this chapter, you should be able to:

1	 Identify the six elements of an organization’s structure.

2	 Compare and contrast the characteristics of the three 
most common organizational designs.

3	 Describe the characteristics of the virtual organiza-
tion, the boundaryless organization, and leaner 
organizations.

4	 Demonstrate how organizational structures differ, and 
contrast mechanistic and organic structural models.

5	 Analyze the behavioural implications of different 
organizational designs.
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WHAT Is ORGANIZATIoNAL STRUCTURE?
An organizational structure defines how job tasks are formally divided, grouped, and 
coordinated. Managers need to address six key elements when they design their organiza-
tion’s structure: work specialization, departmentalization, chain of command, span of con-
trol, centralization and decentralization, and formalization.2 Exhibit 15-1 presents each of 
these elements as an answer to an important structural question, and the following sections 
describe them.

Work Specialization
Henry Ford, one of the founders of modern assembly line manufacturing processes, is 
famous for demonstrating that work can be performed more efficiently if employees are 
allowed to specialize. Today, we use the term work specialization, or division of labour, to 
describe the degree to which activities in the organization are divided into separate jobs. 
The essence of work specialization is to divide a job into a number of steps, each com-
pleted by a separate individual. Individuals specialize in doing part of an activity rather 
than the entirety.

By the late 1940s, most manufacturing jobs in industrialized countries featured high 
work specialization. Because not all employees in an organization have the same skills, 
management saw specialization as a means of making the most efficient use of its employ-
ees’ skills and successfully improving them through repetition. Less time is spent in chang-
ing tasks, putting away tools and equipment from a prior step, and getting ready for another. 
Equally importantly, it’s easier and less costly to find and train workers to do specific and 
repetitive tasks, especially in highly sophisticated and complex operations. Could Cessna 
produce one Citation jet a year if one person had to build the entire plane alone? Not 
likely! Finally, work specialization increases efficiency and productivity by encouraging the 
creation of customized inventions and machinery.

Thus, for much of the first half of the 20th century, managers viewed work specializa-
tion as an unending source of increased productivity. And they were probably right. When 
specialization was not widely practised, its introduction almost always generated higher 
productivity. But by the 1960s, it increasingly seemed a good thing could be carried too far. 
Workers who were faced with the same repetitive tasks each day reported challenges 
including boredom, fatigue, stress, low productivity, poor quality, increased absenteeism, 
and high turnover. These problems offset the economic advantages of extreme specialization 

EXHIBIT 15-1  Key Design 
Questions and Answers 
for Designing the Proper 
Organizational Structure

The Key Question The Answer Is Provided By:

1. �To what degree are activities subdivided into 
separate jobs?

Work specialization

2. �On what basis will jobs be grouped together? Departmentalization

3. �To whom do individuals and groups report? Chain of command

4. �How many individuals can a manager efficiently 
and effectively direct?

Span of control

5. �Where does decision-making authority lie? Centralization and decentralization

6. �To what degree will there be rules and regulations 
to direct employees and managers?

Formalization
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(see Exhibit 15-2). Managers soon discovered that they could increase productivity by 
enlarging, rather than narrowing, the scope of job activities. This practice improves 
employee motivation and also allows for greater insight and creativity since employees are 
able to personally observe linkages between work activities that they could not observe 
when highly specialized. As we saw in Chapter 7, giving employees a variety of activities 
to do, allowing them to do a whole and complete job, and putting them into teams with 
interchangeable skills often achieved significantly higher output, with increased employee 
satisfaction.

One of the decisions managers must make today is how much specialization is best for 
the particular tasks they need to complete based on the characteristics of their workers. 
This requires careful thought since managers need to balance process efficiency with effec-
tive motivational strategies. There still may be advantages to be had in specialization, 
particularly for offices where job sharing and part-time work are prevalent.3 This needs to 
be balanced, however, with an awareness of the mental health needs of employees.

Departmentalization
Once jobs have been divided through work specialization, they must be grouped so common 
tasks can be coordinated. The basis by which jobs are grouped is called departmentalization.

One of the most popular ways to group activities is by the functions performed. A 
manufacturing manager might organize a plant into engineering, accounting, manufactur-
ing, personnel, and supply specialists departments. A hospital might have departments 
devoted to research, surgery, intensive care, accounting, and so forth. A professional 
hockey franchise might have departments for personnel, ticket sales, and travel and accom-
modations. The major advantage of this type of functional departmentalization is the effi-
ciency gained from putting like specialists together.

We can also departmentalize jobs by the type of product or service the organization 
produces. Canadian Tire stores, for example, have sales staff who are permanently assigned 
to individual departments such automotive parts or sporting goods. The major advantage is 
that sales staff can be highly trained in one area, making them better able to help custom-
ers who are seeking technical advice or detailed product specifications. Ultimately this 
improves the customer experience, enhancing sales and brand loyalty.

When a firm is departmentalized on the basis of geography, or territory, the sales func-
tion, for instance, might have western, Prairie, eastern, and Maritime regions, each in effect 
a department organized around geography. This form of departmentalization is valuable 
when an organization’s customers are scattered over a large geographic area and have spe-
cial needs based on their location. Insurance companies such as Equitable, Great-West, 
and Sun Life often use this basis, as needs vary significantly by region. The insurance 
requirements of farmers in Saskatchewan, for example, will be quite different from  
those of urban dwellers in Montreal. Insurers use their local presence as a selling point, 
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highlighting the strategic value of using this basis of departmentalization in their industry. 
The widely used marketing slogan “Like a good neighbor, State Farm is there” is an excel-
lent example.4

Process departmentalization occurs when departments are organized around a particular 
business process. This is different from functional departmentalization because individuals 
with different skills and roles may all be involved in the same process and therefore be on 
the same team. For example, Energizer has separate factories for manufacturing their bat-
teries and for packaging them. Each factory has a plant manager and full range of employees 
in HR, accounting, quality control, and production. Each group also includes relevant 
specialists. For example the manufacturing plant would employ chemists, whereas the pack-
aging plant would employ marketing experts. By focusing on one process, each team is able 
to focus on and better excel in their key area.

A final category of departmentalization uses the particular type of customer the orga-
nization seeks to reach. Microsoft, for example, is organized around four customer markets: 
consumers, large corporations, software developers, and small businesses. Customers from 
each market have a common set of problems and needs best met by having specialists for 
each. Banks such as the Royal Bank and CIBC also use this basis of departmentalization, 
with different employees specializing in managing the needs of business accounts, high-
income investors, etc.

Chain of Command
While “chain of command” was once a cornerstone of the design of organizations, it has 
far less importance today. A chain of command is an unbroken line of authority that 
extends from the top of the organization to the lowest echelon and clarifies who reports 
to whom.

We can’t discuss the chain of command without also discussing authority and unity of 
command. Authority refers to the rights inherent in a managerial position to give orders 
and expect them to be obeyed. The principle of unity of command helps preserve the 
concept of an unbroken line of authority. It says a person should have one and only one 
superior to whom she reports and she should not attempt to go to higher levels in the 
hierarchy with requests or problems, nor should people at those higher levels approach 
her directly without going through her manager first. If the unity of command is broken, 
an employee might have to cope with conflicting demands or priorities from several supe-
riors, as is often the case in the weaker “dotted-line” reporting relationships in some 
organizations.

Times change, and so do the basic tenets of organizational design. A low-level 
employee today can access information in seconds that was available only to top managers 
a generation ago, and many employees are empowered to make decisions previously 
reserved for management. Add the popularity of self-managed and cross-functional teams, 
and the creation of new structural designs that include multiple bosses, and you can see why 
authority and unity of command might appear to hold less relevance. Some organizations 
do still find they can be most productive by enforcing the chain of command, so the culture 
of the company is a relevant factor influencing the degree to which formal reported rela-
tionships are respected.

Span of Control
How many employees can a manager efficiently and effectively direct? This question of span 
of control is important, because it largely determines the number of levels and managers an 
organization creates. All things being equal, the wider or larger the span, the more efficient 
the organization.
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Assume two organizations each have about 4,100 operative-level employees. One has 
a uniform span of four and the other a span of eight. As Exhibit 15-3 illustrates, the wider 
span will have two fewer levels and approximately 800 fewer managers. If the average man-
ager makes $50,000 a year, the wider span will save $40 million a year in management 
salaries! Obviously, wider spans are more efficient in terms of cost. However, at some point 
when supervisors no longer have time to provide the necessary leadership and support, they 
reduce effectiveness and employee performance suffers.

Narrow or small spans have their advocates. By keeping the span of control to five or 
six employees, a manager can maintain close control and have a high level of awareness 
about each individual worker and their needs.5 But narrow spans have three major draw-
backs. First, they’re expensive because they add levels of management. Second, they make 
vertical communication in the organization more complex. The added levels of hierarchy 
slow down decision making and tend to isolate upper management. Third, narrow spans 
encourage overly tight supervision and discourage employee autonomy.

The trend in recent years has been to ward wider spans of control, as they are consistent 
with firms’ efforts to reduce costs, cut overhead, speed decision making, increase flexibility, 
get closer to customers, and empower employees. However, to ensure performance doesn’t 
suffer, organizations have been investing heavily in employee training. Managers recognize 
that they can handle a wider span best when employees know their jobs inside and out or 
can turn to coworkers when they have questions.

Centralization and Decentralization
Centralization refers to the degree to which decision making is concentrated at a single 
point in the organization. In centralized organizations, top managers make all the decisions, 
and lower-level managers merely carry out their directives. In organizations at the other 
extreme, decentralized decision making is pushed down to the managers closest to the action 
or even to work groups.

An organization characterized by centralization is inherently different structurally from 
one that’s decentralized. A decentralized organization can act more quickly to solve prob-
lems, more people provide input into decisions, and employees are less likely to feel alien-
ated from those who make decisions that affect their work lives. Recent research indicates 
that the effects of centralization and decentralization can be predicted: Centralized organi-
zations are better for avoiding errors of commission (bad choices), while decentralized 
organizations are better for avoiding errors of omission (lost opportunities).6

Management efforts to make organizations more flexible and responsive have produced 
a recent trend toward decentralized decision making by lower-level managers, who are closer 
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to the action and typically have more detailed knowledge about problems and customer 
needs than top managers. When Procter & Gamble empowered small groups of employees to 
make decisions about new-product development independently of the usual hierarchy, it was 
able to rapidly increase the proportion of new products ready for market.7 Research investi-
gating a large number of Finnish organizations demonstrated that companies with decentral-
ized research and development offices in multiple locations were better at producing 
innovation than companies that centralized all research and development in a single office.8

Formalization
Formalization refers to the degree to which jobs within the organization are standardized. 
If a job is highly formalized, the incumbent has minimal discretion in what to do and when 
and how to do it. Employees can be expected always to handle the same input in exactly the 
same way, resulting in a consistent and uniform output. There are explicit job descriptions, 
lots of organizational rules, and clearly defined procedures covering work processes with high 
formalization. Where formalization is low, job behaviours are relatively unprogrammed, and 
employees have a great deal of freedom to exercise discretion in their work. Formalization 
not only eliminates the possibility of employees engaging in alternative behaviours, but 
even removes the need for employees to consider alternatives.

The degree of formalization can vary widely between and within organizations. In 
general, research from 94 high-technology Chinese firms showed that formalization is det-
rimental to team flexibility in decentralized organization structures, suggesting it does not 
work as well when duties are inherently interactive, or when there is a need to be flexible 
and innovative.9 For example, publishing representatives who call on college and univer-
sity professors to inform them of their company’s new publications have a great deal of 
freedom in their jobs. They have only a general sales pitch, which they tailor as needed, 
and rules and procedures governing their behaviour may be little more than the require-
ment to submit a weekly sales report and suggestions on what to emphasize about forthcom-
ing titles. At the other extreme, clerical and editorial employees in the same publishing 
houses may need to be at their desks by 8:00 A.M. and follow a set of precise procedures 
dictated by management.

To review, we have discussed in detail each of the six key elements of organizational 
structure that managers must address for their organizations: work specialization, departmen-
talization, chain of command, span of control, centralization and decentralization, and for-
malization. You probably have personal experience with at least some of the issues and 
opportunities that arise from the decisions leaders have made in your school or workplace on 
these factors, but it might not always be easy to discern their intentions. The organizational 
design, which can be depicted by a drawing of an organizational chart, can help you clarify 
leadership intentions. We discuss the common organizational designs in the next section.

CoMMoN ORGANIZATIoNAL DEsIGNs
We now turn to three of the more common organizational designs: the simple structure, the 
bureaucracy, and the matrix structure.

The Simple Structure
What do a small retail store, an electronics firm run by a hard-driving entrepreneur, and an 
airline’s “war room” in the midst of a pilot’s strike have in common? They probably all use 
the simple structure.

We can think of the simple structure in terms of what it is not rather than what it is. The 
simple structure is not elaborate. It has a low degree of departmentalization, wide spans of 

The simple structure has a low 
degree of departmentalization, 
wide spans of control, authority 
centralized in a single person, and 
little formalization.
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control, authority centralized in a single person, and little formalization. It is a “flat” orga-
nization; it usually has only two or three vertical levels, a loose body of employees, and one 
individual in whom decision-making authority is centralized. For this reason, the simple 
structure allows for the fastest possible decision making, which is why this organizational 
design is appropriate for “war room”–type situations.

Most companies start as a simple structure, and many innovative technology-based 
firms with short expected lifespans like cellphone app development firms remain compact 
by design.10 The simple structure is most widely adopted in small businesses in which the 
manager and owner are one and the same. Consider a retail men’s store owned and man-
aged by Jack Gold. He employs five full-time salespeople, a cashier, and extra workers for 
weekends and holidays, but it is he who runs the show. Though this arrangement is typical 
of small businesses, large companies in times of crisis often simplify their structures as a 
means of focusing their resources.

The strength of the simple structure lies in its simplicity. It’s fast, flexible, and inexpen-
sive to operate, and accountability is clear. One major weakness is that it becomes increasingly 
inadequate as an organization grows, because low formalization and high centralization tend 
to create information overload at the top. As size increases, decision making typically becomes 
slower and can eventually come to a standstill as the single executive tries to continue making 
all the decisions. This proves the undoing of many small businesses. If the structure isn’t 
changed and made more elaborate, the firm often loses momentum and can eventually fail. 
The simple structure’s other weakness is that it’s risky—everything depends on one person. 
One illness can literally destroy the organization’s information and decision-making centre.

The Bureaucracy
Standardization! That’s the key concept that underlies all bureaucracies. Consider the bank 
where you keep your checking account; the department store where you buy clothes; or the 
government offices that collect your taxes, enforce health regulations, or provide local fire 
protection. They all rely on standardized work processes for coordination and control.

The bureaucracy is characterized by highly routine operating tasks achieved through 
specialization, strictly formalized rules and regulations, tasks grouped into functional 
departments, centralized authority, narrow spans of control, and decision making that fol-
lows the chain of command. Bureaucracy is a dirty word in many people’s minds. However, 
it does have advantages. Its primary strength is its ability to achieve standardized activities 
in a highly efficient manner. Putting like specialties together in functional departments 
results in economies of scale, minimum duplication of people and equipment, and employ-
ees who can “speak the same language” among their peers. Bureaucracies can get by with 

Zubin Shroff/Stockbyte/Getty Images

Simple structures are very 
common in start-up companies, 
which makes them common in 
fast-paced industries such as 
software and bioscience.
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less talented—and hence less costly—middle- and lower-level managers, because rules and 
regulations substitute for managerial discretion. Standardized operations and high formal-
ization allow decision making to be centralized. There is little need for innovative and 
experienced decision makers below the level of senior executives.

Bureaucratic specialization can create conflicts in which functional-unit goals override 
the overall goals of the organization. The other major weakness of a bureaucracy is some-
thing we’ve all witnessed: obsessive concern with following the rules. When cases don’t 
precisely fit the rules, there is no room for modification. The bureaucracy is efficient only 
as long as employees confront familiar problems with programmed decision rules.

The Matrix Structure
You’ll find the matrix structure in advertising agencies, aerospace firms, research and devel-
opment laboratories, construction companies, hospitals, government agencies, universities, 
management consulting firms, and entertainment companies.11 It combines two forms of 
departmentalization: functional and product. Companies that use matrix-like structures 
include ABB, Boeing, BMW, IBM, Energizer, and Procter & Gamble. Energizer was used as 
an example of process-based departmentalization earlier since they have separate facilities 
for manufacturing batteries and for packaging them. Within the packaging plants, however, 
there is also geographic departmentalization. For example, there is a Canadian packaging 
plant in Walkerton, Ontario responsible for all Canadian packaging and advertising, while 
a different group in St. Louis handles American packaging and advertising. This matrix 
structure is more efficient due to unique packaging needs in each market. In Canada, for 
instance, warning labels have to appear in both English and French, whereas in the U.S. 
English-and-Spanish labelling is more common.

The strength of functional departmentalization is putting like specialists together, 
which minimizes the number necessary while allowing the pooling and sharing of special-
ized resources across products. Its major disadvantage is the difficulty of coordinating the 
tasks of diverse functional specialists on time and within budget. Product departmentaliza-
tion has exactly the opposite benefits and disadvantages. It facilitates coordination among 
specialties to achieve on-time completion and meet budget targets. It provides clear respon-
sibility for all activities related to a product, but with duplication of activities and costs. 
The matrix attempts to gain the strengths of each while avoiding their weaknesses.

Exhibit 15-4 shows the matrix form in a university’s department of business administra-
tion. The academic departments of accounting, decision and information systems, market-
ing, and so forth are functional units. Overlaid on them are specific programs (that is, 
products). Thus, members in a matrix structure have a dual chain of command: to their 
functional department and to their product group. A professor of accounting teaching an 
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undergraduate course may report to the director of undergraduate programs as well as to the 
chairperson of the accounting department.

The strength of the matrix is its ability to facilitate coordination when the organiza-
tion has a number of complex and interdependent activities. Direct and frequent contact 
between different specialties can let information permeate the organization and more 
quickly reach the people who need it. The matrix reduces “bureaupathologies”—the dual 
lines of authority reduce people’s tendency to become so busy protecting their little worlds 
that the organization’s goals become secondary.12 A matrix also achieves economies of scale 
and facilitates the allocation of specialists by providing both the best resources and an effec-
tive way of ensuring their efficient deployment.

The major disadvantages of the matrix lie in the confusion it creates, its tendency to 
foster power struggles, and the stress it puts on individuals.13 Without the unity-of-command 
concept, ambiguity about who reports to whom is significantly increased and often  
leads to conflict. It’s not unusual for product managers to fight over getting the best special-
ists assigned to their products. Bureaucracy reduces the risk of power grabs by defining the 
rules of the game. When those rules are “up for grabs” in a matrix, power struggles between 
functional and product managers result. For individuals who desire security and absence of 
ambiguity, this work climate can be stressful. Reporting to more than one boss introduces 
role conflict, and unclear expectations introduce role ambiguity. The comfort of bureau-
cracy’s predictability is replaced by insecurity and stress.

Did you recognize any of your organizations as having a simple, bureaucracy, or matrix 
structure? It wouldn’t be surprising if you said no. Increasingly, leaders have been exploring 
new design options for their organizations, which we will discuss next.

NEw DEsIGN OpTIoNs
Senior managers in a number of organizations have been developing new structural options 
with fewer layers of hierarchy and more emphasis on opening the boundaries of the orga-
nization.14 In this section, we describe two such designs: the virtual organization and the 
boundaryless organization. We’ll also discuss how efforts to reduce bureaucracy and increase 
strategic focus have made downsizing routine.

The Virtual Organization
Why own when you can rent? This question captures the essence of the virtual organiza-
tion (also sometimes called the network, or modular, organization), typically a small, core 
organization that outsources its major business functions.15 In structural terms, the virtual 
organization is highly centralized, with little or no departmentalization.

The prototype of the virtual structure is today’s movie-making organization. In 
Hollywood’s golden era, movies were made by huge, vertically integrated corporations. 
Studios such as MGM, Warner Brothers, and 20th Century Fox owned large movie lots 
and employed thousands of full-time specialists—set designers, camera people, film edi-
tors, directors, and even actors. Today, most movies are made by a collection of individuals 
and small companies who come together and make films project by project.16 This struc-
tural form allows each project to be staffed with the talent best suited to its demands, 
rather than just with the people employed by the studio. It minimizes bureaucratic over-
head because there is no lasting organization to maintain. And it lessens long-term risks 
and their costs because there is no long term—a team is assembled for a finite period and 
then disbanded. Finally, this approach gives movie companies more geographic flexibility 
because they are no longer tied to large, expensive studios. This has helped encourage the 
blossoming of film industry communities in places such as Vancouver, further increasing 
flexibility.



297C h a p t e r  1 5   F o u n d a t i o n s  o f  O r g a n i z a t i o n  S t r u c t u r e

Philip Rosedale co-founded a virtual company called LoveMachine (now called 
SendLove) that lets employees send brief electronic messages to one another acknowledging 
a job well done; the messages can then be used to facilitate company bonuses. The company 
has no full-time software development staff—instead, the company outsources assignments 
to freelancers who submit bids for projects like debugging software or designing new 
features. Programmers work from around the world, including Russia, India, Canada, 
Australia, and the United States.17 Similarly, Newman’s Own, the food products company 
founded by actor Paul Newman, sells hundreds of millions of dollars in food every year, yet 
employs only 32 people.18 This is possible because it outsources almost everything: manu-
facturing, procurement, shipping, and quality control.

Exhibit 15-5 shows a virtual organization in which management outsources all the 
primary functions of the business. The core of the organization is a small group of executives 
whose job is to oversee directly any activities done in-house and to coordinate relationships 
with the other organizations that manufacture, distribute, and perform crucial functions for 
the virtual organization. The dotted lines represent the relationships typically maintained 
under contracts. In essence, managers in virtual structures spend most of their time coordi-
nating and controlling external relations, typically by way of computer network links.

The major advantage of the virtual organization is its flexibility, which allows indi-
viduals with an innovative idea and little money to successfully compete against larger, 
more established organizations. Virtual organizations also save a great deal of money by 
eliminating permanent offices and hierarchical roles.19

Virtual organizations’ drawbacks have become increasingly clear as their popularity has 
grown.20 They are in a state of perpetual flux and reorganization, which means roles, goals, 
and responsibilities are unclear, setting the stage for political behaviour. Cultural alignment 
and shared goals can be lost because of the low degree of interaction among members. Team 
members who are geographically dispersed and communicate infrequently find it difficult to 
share information and knowledge, which can limit innovation and slow response time. 
Ironically, some virtual organizations are less adaptable and innovative than those with well-
established communication and collaboration networks. A leadership presence that rein-
forces the organization’s purpose and facilitates communication is thus especially valuable.

The Boundaryless Organization
General Electric’s former chairperson, Jack Welch, coined the term boundaryless orga-
nization to describe what he wanted GE to become: a “family grocery store.”21 That is, 
in spite of GE’s monstrous size (2013 revenues were $142.5 billion),22 Welch wanted to 
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eliminate vertical and horizontal boundaries within the company and break down external 
barriers between the company and its customers and suppliers. The boundaryless organiza-
tion seeks to eliminate the chain of command, have limitless spans of control, and replace 
departments with empowered teams.

Although GE has not yet achieved this ideal state—and probably never will—it has 
made significant progress. So have other large multinational companies, such as Hewlett-
Packard, AT&T, Motorola, and 3M. Let’s see what a boundaryless organization looks like 
and what some firms are doing to make it a reality.

By removing vertical boundaries, management flattens the hierarchy and minimizes 
status and rank. Cross-hierarchical teams (which include top executives, middle managers, 
supervisors, and operative employees), participative decision-making practices, and the use 
of 360-degree performance appraisals (in which peers and others above and below the 
employee evaluate performance) are examples of what GE does to break down vertical 
boundaries.

Functional departments create horizontal boundaries that stifle interaction among 
functions, product lines, and units. The way to reduce those boundaries is to replace func-
tional departments with cross-functional teams and organize activities around processes. 
Some AT&T units prepare annual budgets based not on functions or departments but on 
processes, such as the maintenance of a worldwide telecommunications network. Another 
way to lower horizontal barriers is to rotate people through different functional areas using 
lateral transfers. This approach turns specialists into generalists.

When fully operational, the boundaryless organization breaks down geographic barri-
ers. Today, most large Canadian companies see themselves as global corporations; many, 
like Farrows and Research in Motion, do as much business overseas as in Canada, and oth-
ers are working to incorporate new geographic regions into their structure.

The boundaryless organization approach is sometimes need-based. Such is the case for 
Chinese companies, which have made 93 acquisitions in the oil and gas industry since 2008 
to meet the forecasted demand their resources in China cannot meet.23 The boundaryless 
organization provides one solution because it considers geography more of a tactical, logis-
tical issue than a structural one. In short, the goal is to break down cultural barriers.

One way to do so is through strategic alliances.24 Firms such as NEC Corporation, 
Boeing, and Apple have strategic alliances or joint partnerships with dozens of companies. 
These alliances blur the distinction between one organization and another as employees 
work on joint projects. Research from 119 international joint ventures (IJVs) in China 
indicated that the partnerships allowed firms to learn from each other and obtain higher 
new product performance, especially where a strong learning culture existed.25 Other com-
panies allow customers to perform functions previously done by management. Some AT&T 
units receive bonuses based on customer evaluations of the teams that serve them. Finally, 
telecommuting is blurring organizational boundaries. The security analyst with Merrill 
Lynch who does her job from her ranch in Alberta, or the software designer in Yellowknife 
who works for an American firm located in New York, are just two of the millions of work-
ers operating outside the physical boundaries of their employers’ premises.

The Leaner Organization: Downsizing
The goal of the new organizational forms we’ve described is to improve agility by creating a 
lean, focused, and flexible organization. “Lean” does not always imply that people will lose 
their jobs. Lean organizations maximize process efficiencies wherever they can, so “lean” 
initiatives might include reducing waste, finding less expensive service delivery modes 
(providing eBooks rather than printed user manuals, for example), or even minimizing the 
need for warehouse space through careful inventory management. One common way to do 
more with less is by adjusting job tasks, processes, and product offerings so that fewer people 
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are needed to complete the work. This is why lean organizations are often associated with 
downsizing. Downsizing is a systematic effort to make an organization leaner by closing loca-
tions, reducing staff, or selling off business units that don’t add value.

The radical shrinking of Target Corporation in late 2014 and early 2015 was a case of 
downsizing to survive after a significant strategic failure. Target made an unsuccessful bid 
to launch their brand in Canada. Their eventual retreat from the Canadian marketplace 
resulted in 17,600 layoffs, a number large enough to impact federal employment figures for 
the quarter in which most dismissals took place.26

Other firms downsize to direct all their efforts toward their core competencies or 
because of changes in technology or market conditions. Both of the latter have occurred in 
Canada’s energy sector. Technological advances have made some jobs redundant, while 
depressed oil and gas prices have forced companies to lower production rates. Between 
September 2014 and May 2015, over 13,000 energy-related jobs disappeared in Alberta 
alone. For example, Husky Energy was forced to lay off 1,000 workers, Penn West Petroleum 
parted with 400, the Canadian Association of Oilwell Drilling Contractors let 3,400 go, and 
Cenovus Energy shed 1,200 jobs.27 Some companies focus on lean management techniques 
as part of downsizing efforts to reduce bureaucracy and speed decision making. Starbucks 
adopted lean initiatives in 2009, which encompassed all levels of management and also 
focused on faster barista techniques and manufacturing processes. Customers have generally 
applauded the shortened wait times and product consistency at this well-run corporation, 
while the company has capitalized on strategic downsizing opportunities. Starbucks contin-
ues to reap returns from its lean initiatives, posting notable revenue gains each quarter.28

Despite the advantages of being a lean organization, the impact of downsizing on orga-
nizational performance has been a source of controversy.29 Reducing the size of the workforce 
has an immediately positive outcome in the form of lower wage costs. Companies downsizing 
to improve strategic focus often see positive effects on stock prices after the announcement. 
A recent example of this is Russia’s Gorky Automobile Factory (GAZ), which realized a 
profit for the first time in many years after President Bo Andersson fired 50,000 workers, half 
the workforce.30 On the other hand, among companies that only cut employees but don’t 
restructure, profits and stock prices usually decline. Part of the problem is the effect of down-
sizing on employee attitudes. Employees who remain often feel worried about future layoffs 
and may be less committed to the organization.31 Stress reactions can lead to increased sick-
ness absences, lower concentration on the job, and lower creativity. In companies that don’t 
invest much in their employees, downsizing can lead to more voluntary turnover, so vital 
human capital is lost. The result is a company that is more anemic than lean.

Companies can reduce negative impacts by preparing in advance, thus alleviating some 
employee stress and strengthening support for the new direction.32 Listed below are some 
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effective strategies for downsizing, most closely linked to the principles for organizational 
justice we’ve discussed:

■	 Investment. Companies that downsize to focus on core competencies are more effec-
tive when they invest in high-involvement work practices afterward.

■	 Communication. When employers make efforts to discuss downsizing with employees 
early, employees are less worried about the outcomes and feel the company is taking 
their perspective into account.

■	 Participation. Employees worry less if they can participate in the process in some way. 
Voluntary early-retirement programs or severance packages can help achieve leanness 
without layoffs.

■	 Assistance. Severance pay and packages, extended healthcare benefits, and job search 
assistance demonstrate that a company cares about its employees and honours their 
contributions.

In short, companies that make themselves lean can be more agile, efficient, and 
productive—but only if they make cuts carefully and help employees through the 
process.

No doubt you are well aware by now that there is considerable variation in the struc-
tures an organization may choose. Let’s take a moment to next consider why structures 
differ and what organizational strategies may be most conducive to certain structures.

WHY do STRUCTUREs DIffER?
We’ve described organizational designs ranging from the highly structured bureaucracy to 
the amorphous boundaryless organization. The other designs we discussed exist somewhere 
in between.

Exhibit 15-6 recaps our discussions by presenting two extreme models of organizational 
design. One we’ll call the mechanistic model. It’s generally synonymous with bureaucracy 
in that it has highly standardized processes for work, high formalization, and more manage-
rial hierarchy. The other extreme, the organic model, looks a lot like the boundaryless 
organization. It’s flat, has fewer formal procedures for making decisions, has multiple deci-
sion makers, and favors flexible practices.33

The Organic ModelThe Mechanistic Model

High specialization
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Narrow spans of control
Centralization
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Cross-functional teams
Cross-hierarchical teams
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Versus Organic Models
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With these two models in mind, let’s ask a few questions: Why are some organizations 
structured along more mechanistic lines, whereas others follow organic characteristics? 
What forces influence the choice of design? In this section, we present the major causes or 
determinants of an organization’s structure.34

Organizational Strategies
Because structure is a means to achieve objectives, and objectives derive from the organiza-
tion’s overall strategy, it’s only logical that structure should follow strategy. If management 
significantly changes the organization’s strategy, the structure must change to accommo-
date.35 Most current strategy frameworks focus on three strategy dimensions—innovation, 
cost minimization, and imitation—and the structural design that works best with each.36

To what degree does an organization introduce major new products or services? An 
innovation strategy strives to achieve meaningful and unique innovations. Obviously, not 
all firms pursue innovation. The magazine Canadian Business names Canada’s most innova-
tive companies every March. In 2015, companies such as online education platform creators 
D2L, eco-lighting company Lumenpulse, grocer Loblaws, and the medical marijuana firm 
Tweed all made the list.37 Innovative firms will use competitive pay and benefits to attract 
top candidates and motivate employees to take risks. Some degree of mechanistic structure 
can actually benefit innovation. Well-developed communication channels, policies for 
enhancing long-term commitment, and clear channels of authority all may make it easier 
for rapid changes to occur smoothly.

An organization pursuing a cost-minimization strategy tightly controls costs, refrains 
from incurring unnecessary expenses, and cuts prices in selling a basic product. This 
describes the strategy pursued by Walmart and the makers of generic or store-label grocery 
products. Cost-minimizing organizations pursue fewer policies meant to develop commit-
ment among their workforce.

Organizations following an imitation strategy try to both minimize risk and maximize 
opportunity for profit, moving new products or entering new markets only after innovators 
have proven their viability. Mass-market fashion manufacturers that copy designer styles 
follow this strategy, as do firms such as Hewlett-Packard and Caterpillar. They follow 
smaller and more innovative competitors with their products, but only after competitors 
have demonstrated that the market is there.

Organization Size
An organization’s size significantly affects its structure. Organizations that employ 2,000 
or more people tend to have more specialization, more departmentalization, more vertical 
levels, and more rules and regulations than small organizations. However, size becomes 
less important as an organization expands. Why? At around 2,000 employees, an organiza-
tion is already fairly mechanistic; 500 more employees won’t have much impact. But adding 
500 employees to an organization of only 300 is likely to significantly shift it toward a more 
mechanistic structure.

Technology
Technology describes the way an organization transfers inputs into outputs. Every organiza-
tion has at least one technology for converting financial, human, and physical resources into 
products or services. Ford Motor Company uses an assembly line process to make its products. 
Colleges and universities might use a number of instructional technologies—the ever-popular 
lecture method, case analyses, experiential exercises, programmed learning, online instruc-
tion, and distance learning. Nevertheless, organizational structures adapt to their technology.
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Numerous studies have examined the technology–structure relationship.38 What 
differentiates technologies is their degree of routineness. Routine activities are characterized 
by automated and standardized operations. Examples are injection-mould production of 
plastic knobs, automated processing of sales transactions, and the printing and binding of 
books. Non-routine activities are customized and require frequent revision and updating: 
furniture restoring, custom shoemaking, genetic research, and the writing and editing of 
books. In general, organizations engaged in non-routine activities prefer organic structures, 
whereas those performing routine activities prefer mechanistic structures.

Environment
An organization’s environment includes outside institutions or forces that can affect its perfor-
mance, such as suppliers, customers, competitors, government regulatory agencies, and public 
pressure groups. Dynamic environments create significantly more uncertainty for managers  
than static ones. To minimize uncertainty in key market arenas, managers may broaden 
their structure to sense and respond to threats. For example, most companies, including Pepsi 
and WestJet, have added social networking departments to counter negative information 
posted on blogs. Or companies may form strategic alliances with other companies.

Any organization’s environment has three dimensions: capacity, volatility, and com-
plexity.39 Capacity refers to the degree to which the environment can support growth. Rich 
and growing environments generate excess resources, which can buffer the organization in 
times of relative scarcity.

Volatility describes the degree of instability in the environment. A dynamic environ-
ment with a high degree of unpredictable change makes it difficult for management to 
make accurate predictions. Because information technology changes at such a rapid pace, 
for instance, more organizations’ environments are becoming volatile.

Finally, complexity reflects the number of competitors in an industry, the degree of dif-
ference in product offerings and production methods between competitors, and how the 
various environmental elements are managed and controlled. Simple environments—such 
as the tobacco industry, in which the methods of production, competition, regulatory pres-
sures, and the like haven’t changed in quite some time— are highly concentrated. Complex 
environments characterized by multifaceted differences between competitors and dispersion—
such as the broadband industry—are diverse.

Given this three-dimensional definition of environment, we can offer some general conclu-
sions about environmental uncertainty and structural arrangements. The more scarce, dynamic, 
and complex the environment, the more organic a structure should be. The more abundant, 
stable, and simple the environment, the more the mechanistic structure will be preferred.

While factors such as the organization’s environment can provide clues as to which 
type of structure may be most effective, the best structure for any organization is one that 
fits the organization’s strategy . . . and its people. To conclude our exploration on the foun-
dations of organization structure, we will focus on the effects of structure on behaviour.

ORGANIZATIoNAL DEsIGNs ANd  
EMpLoYEE BEHAVIoUR
We opened this chapter by implying that an organization’s structure can have significant 
effects on its members. What might those effects be?

A review of the evidence leads to a pretty clear conclusion: You can’t generalize! Not 
everyone prefers the freedom and flexibility of organic structures. Different factors stand 
out in different structures. In highly formalized, heavily structured, mechanistic organiza-
tions, the level of fairness in formal policies and procedures is a very important predictor of 
satisfaction. In more personal, individually adaptive organic organizations, employees value 



303C h a p t e r  1 5   F o u n d a t i o n s  o f  O r g a n i z a t i o n  S t r u c t u r e

interpersonal justice more.40 Some people are most productive and satisfied when work 
tasks are standardized and ambiguity minimized—that is, in mechanistic structures. So, any 
discussion of the effect of organizational design on employee behaviour has to address indi-
vidual differences. To do so, let’s consider employee preferences for work specialization, 
span of control, and centralization.41

The evidence generally indicates that work specialization contributes to higher employee 
productivity—but at the price of reduced job satisfaction. However, work specialization is 
not an unending source of higher productivity. Problems start to surface, and productivity 
begins to suffer, when the human diseconomies of doing repetitive and narrow tasks over-
take the economies of specialization. As the workforce has become more highly educated 
and desirous of jobs that are intrinsically rewarding, we seem to reach the point at which 
productivity begins to decline as a function of specialization more quickly than in the past. 
While decreased productivity often prompts companies to add oversight and inspection 
roles, the better answer may be to reorganize work functions and accountability.42

A segment of the workforce still prefers the routine and repetitiveness of highly spe-
cialized jobs. Some individuals want work that makes minimal intellectual demands and 
provides the security of routine; for them, high work specialization is a source of job satis-
faction. The question, of course, is whether they represent 2 percent of the workforce or 52 
percent. Research suggests the “real” answer is closer to 2 percent than 52 percent. Given 
that some self-selection operates in the choice of careers, we might conclude that negative 
behavioural outcomes from high specialization are most likely to surface in professional jobs 
occupied by individuals with a high need for personal growth and diversity.

It is probably safe to say no evidence supports a relationship between span of control and 
employee satisfaction or performance. Although it is intuitive that large spans might lead 
to higher employee performance because they provide more distant supervision and more 
opportunity for personal initiative, the research fails to support this notion. Some people 
like to be left alone; others prefer the security of a boss who is quickly available at all times. 
Consistently with several of the contingency theories of leadership discussed in Chapter 12, 
we would expect factors such as employees’ experiences and abilities and the degree of 
structure in their tasks to explain when wide or narrow spans of control are likely to con-
tribute to their performance and job satisfaction. However, some evidence indicates that a 
manager’s job satisfaction increases as the number of employees supervised increases.

We find fairly strong evidence linking centralization and job satisfaction. In general, less 
centralized organizations have a greater amount of autonomy. And autonomy appears posi-
tively related to job satisfaction. But, again, while one employee may value freedom, 
another may find autonomous environments frustratingly ambiguous.

Our conclusion: To maximize employee performance and satisfaction, managers  
must take individual differences, such as experience, personality, and the work task, into 

There is significant variation in 
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account. Culture should factor in, too. National culture impacts organizational culture 
norms, which in turns impact worker expectations and preferences for certain types of 
organizational structures. For example, people from cultures that score high on uncertainty 
avoidance and power distance often prefer the more rigid, formalized structure inherent in 
mechanistic models. Collectivistic cultures, including many First Nations cultures, tend to 
prefer structures that enable consensus-based decision making, pushing them toward 
organic models. Power distance and uncertainty avoidance will also influence the span of 
control and degree of centralization considered preferable.43 We will explore these relation-
ships in more detail in Chapter 16 when we discuss the influence of national culture on 
organizational culture.

Meanwhile we can draw one obvious insight: All things being equal, people don’t 
select employers randomly. They are attracted to, are selected by, and stay with organiza-
tions that suit their personal preferences and characteristics.44 Job candidates who prefer 
predictability are likely to seek out and take employment in mechanistic structures, and 
those who want autonomy are more likely to end up in an organic structure. Thus, the effect 
of structure on employee behaviour is undoubtedly reduced when the selection process 
facilitates proper matching of individual characteristics with organizational characteristics. 
Furthermore, companies should strive to establish, promote, and maintain the unique iden-
tities of their structures since skilled employees may quit as a result of dramatic changes.45

SUMMARY
�t	 An organization’s internal structure contributes to explaining and predicting behav-

iour. That is, in addition to individual and group factors, the structural relationships in 
which people work have a bearing on employee attitudes and behaviour.

�t	 Key aspects of structure to consider include work specialization, basis of departmental-
ization, chain of command, span of control, and degree of centralization and formality.

�t	 Organizational structures can be put into broad categories, each with their own unique 
characteristics. Mechanistic and organic structures are two of the key categories.

�t	 Other types of structures seen more and more often in today’s workplace include 
matrix, virtual, and boundaryless organizations.

�t	 Alignment between individual preferences and structure can contribute to maximizing 
productivity, fit, and satisfaction.

IMpLICATIoNs foR MANAGERs
�r�� Specialization can make operations more efficient, but remember that excessive spe-

cialization can create dissatisfaction and reduce motivation.

�r�� Avoid designing rigid hierarchies that overly limit employees’ empowerment and 
autonomy.

�r�� Balance the advantages of virtual and boundaryless organizations against the potential 
pitfalls before adding flexible workplace options.

�r�� Downsize your organization to realize major cost savings, and focus the company 
around core competencies—but only if necessary, because downsizing can have a sig-
nificant negative impact on employee affect.

�r�� Consider the scarcity, dynamism, and complexity of the environment, and balance the 
organic and mechanistic elements when designing an organizational structure.
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BREAKOUT QUESTION FOR GROUP DISCUSSION
As a newly hired employee, what benefit is there to studying the organizational chart for 
your company? What type of insight might this practice give you to help you navigate the 
political landscape? What can’t the organizational chart tell you or help you with? Explain 
your answer.

SELF-REFLECTION ACTIVITY
What sort of organizational structure would be the best fit for you? The answer depends on 
things like your personality and fundamental values. In the Personal Inventory Assessment 
found in MyManagementLab, take the Organizational Structure Assessment to determine 
which type of organizational structure would be the best fit for you. This process can help 
to direct your attention to organizations and industries with the characteristics most likely 
to match your personality and work preferences, ultimately leading to higher job satisfac-
tion and stronger performance.

Unfortunately, we don’t always have the luxury of choosing our work environment, 
especially when labour market conditions are poor. If you find yourself in an organizational 
structure poorly suited to your personality (for example, one that is highly regulated and 
bureaucratic when you prefer open, organic structures with few formal rules), what is the 
best way to cope? What strategies might managers use to lessen some of the weaknesses or 
frustrations associated with highly bureaucratic structures? What strategies might they use 
to lessen some of the weaknesses and frustrations associated with flexible organic structures?

MINI CASE  STRUCTUREd FOR SERvICE

The not-for-profit organization Revitalisation St. Pierre is tasked with a dual mission of 
poverty reduction and facilitating the revitalization of the St. Pierre neighbourhood, a 
socioeconomically disadvantaged area within Montreal. Revitalisation is run by and for 
local residents. David Marshall, its executive director, is committed to keeping control of 
the agency in the hands of neighbourhood citizens.

How did they go about embedding community participation into their organizational 
structure? For starters, they took inspiration from practices that have emerged from the 
cooperative business model. Cooperatives are a unique form of business ownership charac-
terized by three things: their express purpose is to meet the needs of members (not maxi-
mize profits), each member gets a voice (usually in the form of voting rights), and profits 
are returned back to the members.

In the case of Revitalisation St. Pierre, all strategic and most tactical decisions are 
made by committee. These committees have 6 to 20 members, at least 50 percent of whom 
must be local citizens. One such committee was formed to identify the agency’s priorities 
when they were first established in 2003. This resulted in the identification of four priori-
ties: the revitalization of the main street, increased access to outdoor sports facilities, the 
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Personal
Inventory
ASSESSMENT

In the Personal Inventory Assessment found in MyManagementLab, take the assessment: 
Organizational Structure.

PERSONAL INvENTORy ASSESSmENT
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creation of a community festival, and the creation of a general store that would stock low-
cost fruits and vegetables. Each of these projects has since been realized and expanded 
upon, in part because community involvement has helped ensure the ongoing engagement 
and commitment of local volunteers. Their organizational structure therefore encourages 
strong focus on individual projects (each one gets its own committee) and helps to avoid 
the “volunteer fatigue” common within other service agencies.

David Marshall says that the small size of the organization helps keep formalization to 
a minimum, allowing for a responsive organic structure that evolves comparatively easily as 
the agency expands and broadens its mandate. “Having fewer staff and letting the people 
who actually use our services decide where to focus our attention helps keep us relevant,” 
he explains. “It also fosters creativity and innovation.” For example, in 2003 knowledge 
about how to prepare the most affordable forms of fresh food was identified as an issue, 
resulting in the creation of a community kitchen and learning space. This added a whole 
new branch to their structure and resulted in some reshuffling of reporting relationships, 
but the change was readily accommodated and communication was relatively simple con-
sidering the magnitude of the change.

The organization’s success has been based in part on their organic consensus-driven 
model and their ability to respond with rapid structural changes as needed. Now 
Revitalisation is continuing to expand. They have purchased a truck to allow them to open 
mobile food markets in other impoverished areas of the city, gotten involved in community 
gardens, and expanded their sport and recreational programs.

It remains to be seen whether their existing structure can handle the growth. What 
will happen when staff levels increase to the point where more specialization is needed? 
How will communication flow then? How can they maintain community input on priori-
ties if there start being 40 project committees instead of five or six? How can Revitalisation 
St. Pierre maintain their positive momentum?

Discussion Questions

1.	 What organizational structure–related problems do you anticipate emerging as 
Revitalisation continues to expand and grow?

2.	 Should they change their organizational structure in response to growth? If so, how? 
What will the likely impact on their mandate and mission be?

3.	 Do for-profit companies experience similar “growing pains”? How might their issues differ 
from those of not-for-profit and charitable organizations? How might they be the same?

MINI CAsE  �STRUCTURING foR MULTIpLE 
PURposEs—FINdING THE RIGHT 
BALANCE

Jamel stared at the organization chart in front of him one more time and sighed. He still 
wasn’t sure about the right thing to do. Jamel owned a chain of specialty gastropubs. His 
pubs were located in 10 diverse areas across Southern Ontario, each with a very different 
consumer profile. His Scarborough restaurant, for example, was in a neighbourhood domi-
nated by young immigrant families from Southeast Asia, his Oshawa pub was near several 
factories at the outskirts of the city and attracted large numbers of farmers and older line 
workers, his Mississauga pub was frequented by middle-aged office workers from a wide 
range of backgrounds, and his Georgetown pub attracted a retired European crowd.

Early on, Jamal had decided that the best way to manage restaurants in such disparate 
neighbourhoods was to decentralize decision making. He therefore departmentalized 
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several key functions by geography, including food purchasing, menu planning, hiring,  
and advertising. Each store had its own general manager, head chef, assistant head chef, 
administrator (for food purchasing, advertising and marketing contract administration, hir-
ing, etc.), part-time assistant administrative clerk (for staff scheduling and payroll), and 
head waiter. There were also line cooks, dishwashers, servers, bartenders, and bussers.

Exhibit 15-7 outlines the reporting relationships within each individual restau-
rant. The general manager reported directed to Jamal. The administrator reported to 
the general manager. The head chef, who was responsible for menu planning, experi-
mentation, kitchen staff culinary training, and cooking for special VIP events, also 
reported to the general manager. The assistant head chef reported to the head chef and 
managed the line cooks and dishwashers. The assistant head chef was the primary 
supervisor day to day in the kitchen, did a lot of cooking personally, and was respon-
sible for expediting order (ensuring quality control). The assistant administrative clerk, 
head waiter, and bartenders reported to the administrator. Bussers and servers reported 
to the head waiter.
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EXHIBIT 15-7   Reporting Structure in Each Restaurant

The staff members of each individual restaurant were trained separately and knew the 
menus and processes used in their own establishment. The processes were established by 
the general managers and were not necessarily consistent between facilities. This being so, 
it was difficult for a server or bartender in one restaurant to cover a shift in another. This 
was inconvenient, as unexpected turnover was not uncommon in the industry and special 
events like a local festival might drastically (but temporarily) increase demand at one lo-
cation. In addition, each restaurant had separate contracts with food suppliers and local 
advertisers such as radio shows and newspapers. These contracts were negotiated by the 
administrators, who send out bids and made plans in isolation.

Three years after initially deciding upon decentralization and geographic departmen-
talization, Jamal is now wondering if he made the right choice. Each pub has high customer 
satisfaction ratings and high numbers of repeat customers. Each pub fits well into its 
community and has become a social hub for the neighbourhood. His payroll costs, how-
ever,  represent anywhere from 42 to 47 percent of gross sales. He has reviewed industry 
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benchmarks published by expert Baker Tilly, and has noticed that comparable full-service 
restaurants have average staffing costs that are only 30 to 35 percent of their gross sales. His 
pubs simply aren’t profitable enough.

Jamal has tried controlling food costs and has invested in staff training and process 
efficiencies, but his cost structure remains high due to the excessive staffing costs. The head 
chef roles in particular require comparatively high salaries in order to attract competent 
talent who will generate excitement and contribute to the gastropub brand.

Jamal is afraid that any changes or standardization will make him lose his market focus 
and competitive edge. Layoffs might be the answer, but then customer service will be 
impacted and he will have even fewer people available to call on when sporadic staffing 
shortages occur. After careful consideration he decided on a structure that would look like 
this . . .

Discussion Questions

1.	 What type of organizational structure would you recommend for Jamal? Why?

2.	 What are the risks of your proposed structure? How might you counter those risks?
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Chapter 16 
Organizational Culture

A strong organizational culture provides stability to an orga-
nization. For some organizations, culture can be a major 
barrier to change. In this chapter, we show that every organi-
zation has a culture that, depending on its strength, can 
have a significant influence on the attitudes and behaviours 
of organization members.

The culture of any organization, although it may be 
hard to measure precisely, nevertheless exists and is generally 

recognized by its employees. We call this variable organi-
zational culture. Just as national cultures have norms and 
taboos that dictate how each member should act toward 
fellow members and outsiders, organizations have cultures 
that govern how members behave. In this chapter, we’ll 
discuss just what organizational culture is, how it affects 
employee attitudes and behaviour, where it comes from, and 
whether it can be changed.

Bayne Stanley/Alamy Stock PhotoLEARNING OBJECTIVES

After studying this chapter, you should be able to:

1	 Describe the common characteristics of organizational 
culture.

2	 Compare the functional and dysfunctional effects  
of organizational culture on people and the  
organization.

3	 Identify the factors that create and sustain an organi-
zation’s culture.

4	 Explain how culture is transmitted to employees.

5	 Demonstrate how an ethical culture can be 
encouraged and fostered.

6	 Describe a positive organizational culture.

7	 Assess how national culture can affect the way 
organizational culture is interpreted. 
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WHAT IS ORGANiZATioNAL CULTURE?
An executive once was asked what he thought organizational culture meant. He gave 
essentially the same answer U.S. Supreme Court Justice Potter Stewart gave in defining 
pornography: “I can’t define it, but I know it when I see it.” In this section, we propose one 
definition of organizational culture and review several related ideas.

A Definition of Organizational Culture
Organizational culture refers to a system of shared meaning held by members that distin-
guishes the organization from other organizations.1 Seven primary characteristics seem to 
capture the essence of an organization’s culture:2

1.	 Innovation and risk taking. The degree to which employees are encouraged to be 
innovative and take risks.

2.	 Attention to detail. The degree to which employees are expected to exhibit precision, 
analysis, and attention to detail.

3.	 Outcome orientation. The degree to which management focuses on results or 
outcomes rather than on the techniques and processes used to achieve them.

4.	 People orientation. The degree to which management decisions take into consider-
ation the effect of outcomes on people within the organization.

5.	 Team orientation. The degree to which work activities are organized around teams 
rather than individuals.

6.	 Aggressiveness. The degree to which people are aggressive and competitive rather 
than easygoing.

7.	 Stability. The degree to which organizational activities emphasize maintaining the 
status quo in contrast to growth.

Each of these characteristics exists on a continuum from low to high. Appraising the 
organization on these seven dimensions, then, gives a composite picture of its culture and 
a basis for the shared understanding members have about the organization, how things are 
done in it, and the way they are supposed to behave.

Culture Is a Descriptive Term
Organizational culture shows how employees perceive the characteristics of an organization, 
not whether they like them—that is, it’s a descriptive term. Research on organizational 
culture has sought to measure how employees see the organization: Does it encourage team-
work? Does it reward innovation? Does it stifle initiative? In contrast, job satisfaction seeks 
to measure how employees feel about the organization’s expectations, reward practices, and 
the like. Although the two terms have overlapping characteristics, keep in mind that orga-
nizational culture is descriptive, whereas job satisfaction is evaluative.

Do Organizations Have Uniform Cultures?
Organizational culture represents a perception the organization’s members hold in common. 
We should therefore expect individuals with different backgrounds or at different levels in 
the organization to describe its culture in similar terms.3

That doesn’t mean, however, that there are no subcultures. Most large organizations 
have a dominant culture and numerous subcultures.4 A dominant culture expresses the 
core values a majority of members share and that give the organization its distinct person-
ality.5 Subcultures tend to develop in large organizations to reflect common problems or 

An organization’s culture develops 
over many years and is rooted 
in deeply held values to which 
employees are strongly committed.
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experiences members face in the same department or location. The purchasing department 
can have a subculture that includes the core values of the dominant culture plus additional 
values unique to members of that department.

If organizations were composed only of numerous subcultures, organizational culture as 
an independent variable would be significantly less powerful. It is the “shared meaning” 
aspect of culture that makes it such a potent device for guiding and shaping behaviour. 
That’s what allows us to say, for example, that WestJet’s culture values customer care and 
service more than rigid compliance with formal policies, and to use that information to 
better understand the behaviour of WestJet’s executives and employees.6

Strong Versus Weak Cultures
It’s possible to differentiate between strong and weak cultures.7 The terms strong and 
weak should not be confused with positive or negative. Strength refers to the degree to 
which a culture has been widely accepted and solidified, not the nature of the culture 
itself. If most employees (responding to management surveys) have the same opinions 
about the organization’s mission and values, the culture is strong; if opinions vary widely, 
the culture is weak.

In a strong culture, the organization’s core values are both intensely held and 
widely shared.8 The more members who accept the core values and the greater their 
commitment, the stronger the culture and the greater its influence on member behav-
iour. This is because the high degree of shared values and intensity create a climate of 
high behavioural control. Employees know in no uncertain terms what is expected of 
them and these expectations go a long way in shaping their behaviour. Many small, 
remote Inuit communities have services and stores that operate based on a cooperative 
business model in which all adult members have decision-making influence and voting 
rights. The relative homogeneity among community members combined with familiarity 
and shared values makes many of these organizations an excellent example of strong 
organizational cultures.

A strong culture, when that culture is positive, should reduce employee turnover, 
because it demonstrates high agreement about what the organization represents. Such una-
nimity of purpose builds cohesiveness, loyalty, and organizational commitment. These 
qualities, in turn, lessen employees’ propensity to leave.9 One study found that the more 
employees agreed on customer orientation in a service organization, the higher the 
profitability of the business unit.10 Another study found that when team managers and 
team members disagreed about perceptions of organizational support, there were more 
negative moods among team members, and the performance of teams was lower.11 
These�negative effects are especially strong when managers believe the organization pro-
vides more support than employees think it does.

Culture Versus Formalization
We’ve seen that high formalization creates predictability, orderliness, and consistency. 
A strong culture achieves the same end without the need for written documentation.12 
Therefore, we should view formalization and culture as two different roads to a common 
destination. The stronger an organization’s culture, the less management needs to be con-
cerned with developing formal rules and regulations to guide employee behaviour. Those 
guides will be internalized in employees when they accept the organization’s culture.

WHAT Do CULTURES Do?
Let’s review the role culture performs and when it can be a liability for an organization.
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The Functions of Culture
First, culture has a boundary-defining role: It creates distinctions between organizations. 
Second, it conveys a sense of identity for organization members. Third, culture facilitates 
commitment to something larger than individual self-interest. Fourth, it enhances the 
stability of the social system. Culture is the social glue that helps hold the organization 
together by providing standards for what employees should say and do. Finally, it is a sense-
making and control mechanism that guides and shapes employees’ attitudes and behaviour. 
This last function is of particular interest to us.13 Culture defines the rules of the game.

Today’s trend toward decentralized organizations makes culture more important than 
ever, but ironically it also makes establishing a strong culture more difficult. When formal 
authority and control systems are reduced, culture’s shared meaning can point everyone in 
the same direction. However, employees organized in teams may show greater allegiance to 
their team and its values than to the organization as a whole. In virtual organizations, the 
lack of frequent face-to-face contact makes establishing a common set of norms very diffi-
cult. Strong leadership that communicates frequently about common goals and priorities is 
especially important in innovative organizations.14

Individual–organization “fit”—that is, whether the applicant’s or employee’s attitudes 
and behaviour are compatible with the culture—strongly influences who gets a job offer, a 
favourable performance review, or a promotion. It’s no coincidence that Disney theme park 
employees and people working for the luxury Fairmont Hotel chain appear almost univer-
sally attractive, clean, and wholesome with bright smiles. The company selects employees 
who will maintain that image. On the job, a strong culture supported by formal rules and 
regulations ensures employees will act in a relatively uniform and predictable way.

Culture Creates Climate
If you’ve worked with someone whose positive attitude inspired you to do your best, or with 
a lacklustre team that drained your motivation, you’ve experienced the effects of climate. 
Organizational climate refers to the shared perceptions organizational members have about 
their organization and work environment.15 This aspect of culture is like team spirit at the 
organizational level. When everyone has the same general feelings about what’s important 
or how well things are working, the effect of these attitudes will be more than the sum of 
the individual parts. One meta-analysis found that across dozens of different samples, psy-
chological climate was strongly related to individuals’ level of job satisfaction, involvement, 
commitment, and motivation.16 A positive overall workplace climate has been linked to 
higher customer satisfaction and financial performance as well.17

Positive workplace cultures 
can help employees be 
happier, more productive,  
and even safer. They create a 
shared understanding about 
how people will interact and  
do their jobs.

Kadmy/Fotolia
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Dozens of dimensions of climate have been studied, including innovation, creativ-
ity, communication, warmth and support, involvement, safety, justice, diversity, and 
customer service.18 A person who encounters a positive climate for performance will 
think about doing a good job more often and will believe others support her success. 
Someone who encounters a positive climate for diversity will feel more comfortable 
collaborating with coworkers regardless of their demographic background. Climates can 
interact with one another to produce behaviour. For example, a positive climate for 
worker empowerment can lead to higher levels of performance in organizations that also 
have a climate for personal accountability.19 Climate also influences habits. If the 
climate for safety is positive, everyone wears safety gear and follows safety procedures 
even if individually they wouldn’t normally think very often about being safe—indeed, 
many studies have shown that a positive safety climate decreases the number of docu-
mented injuries on the job.20

Culture as a Liability
Culture can enhance organizational commitment and increase the consistency of employee 
behaviour, which clearly benefits an organization. Culture is valuable to employees too, 
because it spells out how things are done and what’s important. But we shouldn’t ignore 
the potentially dysfunctional aspects of culture, especially a strong culture, on an organiza-
tion’s effectiveness. The Canadian military, for example, has openly acknowledged that 
their traditional hyper-masculine culture has contributed to shockingly high rates of sexual 
and gender-based harassment, sexual assault, and bullying of female soldiers and support 
workers.21 This has in turn lead to issues with morale, occupational safety, skill utilization, 
and turnover.

Institutionalization   When an organization undergoes institutionalization and becomes 
institutionalized—that is, it is valued for itself and not for the goods or services it produces—
it takes on a life of its own, apart from its founders or members.22 Institutionalized orga-
nizations often don’t go out of business even if the original goals are no longer relevant. 
Acceptable modes of behaviour become largely self-evident to members, and although this 
isn’t entirely negative, it does mean behaviours and habits go unquestioned, which can 
stifle innovation and make maintaining the organization’s culture an end in itself.

Barriers to Change  Culture is a liability when the shared values don’t agree with those 
that further the organization’s effectiveness. This is most likely when an organization’s 
environment is undergoing rapid change, and its entrenched culture may no longer be 
appropriate.23 Consistency of behaviour, an asset in a stable environment, may then burden 
the organization and make it difficult to respond to changes.

Barriers to Diversity  Hiring new employees who differ from the majority in race, age, 
gender, disability, or other characteristics creates a paradox:24 Management wants to dem-
onstrate support for the differences these employees bring to the workplace, but newcom-
ers who wish to fit in must accept the organization’s core culture. Second, because diverse 
behaviours and unique strengths are likely to diminish as people assimilate, strong cultures 
can become liabilities when they eliminate the advantages of diversity. Third, a strong 
culture that condones prejudice, supports bias, or becomes insensitive to differences can 
undermine formal diversity policies.

Barriers to Acquisitions and Mergers  Historically, when management looked at 
acquisition or merger decisions, the key factors were financial advantage and product syn-
ergy. In recent years, cultural compatibility has become the primary concern.25 All things 
being equal, whether the acquisition actually works seems to have much to do with how 
well the two organizations’ cultures match up.



314 P a r t  6   L e a d i n g ,  U n d e r s t a n d i n g ,  a n d  T r a n s f o r m i n g  t h e  O r g a n i z a t i o n  S y s t e m

A survey by consulting firm A. T. Kearney revealed that 58 percent of mergers failed 
to reach their financial goals.26 As one expert commented, “Mergers have an unusually 
high failure rate, and it’s always because of people issues”—in other words, because of con-
flicting organizational cultures. The $183 billion merger between America Online (AOL) 
and Time Warner in 2001 was the largest in U.S. corporate history. It was also a disaster. 
Only two years later, the stock had fallen an astounding 90 percent, and the new company 
reported what was then the largest financial loss in U.S. history. Culture clash is commonly 
argued to be one of the causes of AOL Time Warner’s problems.

CREATiNG AND SUSTAiNiNG CULTURE
An organization’s culture doesn’t pop out of thin air, and once established it rarely fades away. 
What influences the creation of a culture? What reinforces and sustains it once it is in place?

How a Culture Begins
An organization’s current customs, traditions, and general way of doing things are largely 
due to what it has done before and how successful it was in doing it. This leads us to the 
ultimate source of an organization’s culture: the founders.27 Free of previous customs or ide-
ologies, founders have a vision of what the organization should be, and the firm’s small size 
makes it easy to impose that vision on all members.

Culture creation occurs in three ways.28 First, founders hire and keep only employ-
ees who think and feel the same way they do. Second, they indoctrinate and socialize 
employees to their way of thinking and feeling. And finally, the founders’ own behav-
iour encourages employees to identify with them and internalize their beliefs, values, 
and assumptions. When the organization succeeds, the founders’ personality becomes 
embedded in the culture.

The fierce, competitive style and disciplined, authoritarian nature of Hyundai, the 
giant Korean conglomerate, exhibits the same characteristics often used to describe founder 
Chung Ju-Yung. Other founders with immeasurable impact on their organization’s culture 
are Bill Gates at Microsoft, Ingvar Kamprad at IKEA, Herb Kelleher at Southwest Airlines, 
and Canadian Craig Kielburger at Free the Children.

Keeping a Culture Alive
Once a culture is in place, practices within the organization maintain it by giving employees 
a set of similar experiences.29 The selection process, performance evaluation criteria, train-
ing and development activities, and promotion procedures (1) ensure those hired fit in with 
the culture, (2) reward those who support it, and (3) penalize (or even expel) those who 
challenge it. Three forces play a particularly important part in sustaining a culture: selection 
practices, actions of top management, and socialization methods. Let’s look at each.

Selection Practices  The explicit goal of the selection process is to identify and 
hire individuals with the knowledge, skills, and abilities to perform successfully. The 
final decision, because it is significantly influenced by the decision maker’s judgment of 
how well the candidates will fit into the organization, identifies people whose values are 
essentially consistent with at least a good portion of the organization’s.30 Selection also 
provides information to applicants. Individuals who perceive a conflict between their 
values and those of the organization can remove themselves from the applicant pool. 
Selection thus becomes a two-way street, allowing employer or applicant to avoid a mis-
match and sustaining an organization’s culture by removing those who might attack or 
undermine its core values.
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W. L. Gore & Associates, the maker of Gore-Tex fabric used in outerwear, prides itself 
on its democratic culture and teamwork. There are no job titles, bosses, or chains of com-
mand. All work is done in teams. In Gore’s selection process, teams put job applicants 
through extensive interviews to ensure they can deal with the level of uncertainty, flexibil-
ity, and teamwork that’s normal in Gore plants. Not surprisingly, W. L. Gore appears regu-
larly on Fortune’s list of 100 Best Companies to Work For (number 21 in 2013).31

Top Management Actions  The actions of top management also have a major impact 
on the organization’s culture.32 Through words and behaviour, senior executives establish 
norms that filter through the organization about, for instance, whether risk taking is desir-
able, how much freedom managers give employees, what is appropriate dress, and what 
actions earn pay raises, promotions, and other rewards.

The culture at the Aboriginal Peoples Television Network, headquartered in Winnipeg, 
Manitoba, is reinforced by senior managers through their own personal behaviour and 
through their strategic decisions. The organizational culture is focused on respect, creating a 
space for Aboriginal people to voice freely, and sharing stories. Individual senior executives 
personify these goals. Executive Director of Programming Monika Ille, for example, is herself 
a member of the Abenaki First Nation of Odanak. Her prior work includes projects focused 
on enabling voicing. She developed a training program for budding First Nations filmmakers 
and she has worked closely with the Assembly of First Nations and Quebec Native Women 
in Montreal.33 This voice-focused culture is also supported in strategic decision making. The 
organization directly supports the development of Aboriginal programming by providing a 
vehicle to exhibit it, by providing funding and training opportunities, and by sponsoring 
branding and awards events. Half of their programming consists of shows that cannot be seen 
anywhere else, and 28 percent of them are broadcast in an indigenous language. All of this 
reinforces a broader culture in which employees feel comfortable bringing up issues and shar-
ing their own stories and perspectives.34

Socialization Methods  No matter how good a job the organization does in recruiting 
and selection, new employees need help adapting to the prevailing culture. That help is 
socialization.35 The degree to which organizations are attentive to their formal socializa-
tion process varies enormously, with some throwing employees into their tasks with mini-
mal support or preparation and others taking great pains to formally induct people into 
their culture. For example, the consulting firm Booz Allen Hamilton begins its process of 
bringing new employees on board even before they start their first day of work. New recruits 
go to an internal web portal to learn about the company and engage in some activities that 
help them understand the culture of the organization. After they start work, they continue 
to learn about the organization through an ongoing social networking application that 
links new workers with more established members of the firm and helps ensure that culture 

Francis Vachon/Alamy Stock Photo
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is transmitted over time.36 Clear Channel Communications, Facebook, Google, WestJet, 
and other companies are adopting fresh “onboarding” (new-hire) procedures, including 
assigning “peer coaches,” holding socializing events, personalizing orientation programs, 
and giving out immediate work assignments. “When we can stress the personal identity of 
people, and let them bring more of themselves to work, they are more satisfied with their 
job and have better results,” researcher Francesca Gino of Harvard said.37

We can think of socialization as a process with three stages: prearrival, encounter, and 
metamorphosis.38 This process, charted in Exhibit 16-1, has an impact on the new employ-
ee’s work productivity, commitment to the organization’s objectives, and eventual decision 
to stay with the organization.

The prearrival stage recognizes that each individual arrives with a set of values, attitudes, 
and expectations about both the work and the organization. One major purpose of a business 
school, for example, is to socialize business students to the attitudes and behaviours business 
firms want. Newcomers to high-profile organizations with a strong market position will make 
their own assumptions about what it must be like to work there.39 Most new recruits will 
expect technology firms such as Research in Motion or D2L to be dynamic and exciting, while 
prestigious law firms are expected to be high in pressure and rewards, and the Canadian Special 
Forces is expected to require both discipline and courage. No matter how well managers think 
they can socialize newcomers, however, the most important predictor of future behaviour is 
past behaviour. What people know before they join the organization, and how proactive their 
personality is, are critical predictors of how well they adjust to a new culture.40

One way to capitalize on pre-hire characteristics in socialization is to use the selection 
process to inform prospective employees about the organization as a whole. We’ve also seen 
how the selection process ensures inclusion of the “right type”—those who will fit in.

On entry into the organization, the new member enters the encounter stage and con-
fronts the possibility that expectations—about the job, coworkers, the boss, and the orga-
nization in general—may differ from reality. If expectations were fairly accurate, this stage 
merely cements earlier perceptions. However, this is often not the case. At the extreme, a 
new member may become disillusioned enough to resign. For example a francophone 
employee hired in Montreal who expected to interact with colleagues exclusively in French 
might be distressed to discover that some of their colleagues expect to interact in English. 
This turn of events might or might not lead them to reconsider working there. Proper 
expectation setting during recruiting and selection should significantly reduce that out-
come, along with encouraging friendship ties in the organization—newcomers are more 
committed when friends and coworkers help them learn the ropes.41

Finally, to work out any problems discovered during the encounter stage, the new 
member changes or goes through the metamorphosis stage. The options presented in 
Exhibit 16-2 are alternatives designed to bring about the desired metamorphosis. Most 
research suggests there are two major “bundles” of socialization practices. The more man-
agement relies on formal, collective, sequential, fixed, and serial socialization programs and 
emphasizes divestiture, the more likely newcomers’ differences will be stripped away and 
replaced by standardized predictable behaviours. These institutional practices are common 
in police departments, fire departments, and other organizations that value rule following 

Productivity

Prearrival Encounter Metamorphosis Commitment

Socialization process Outcomes

Turnover

EXHIBIT 16-1  A 
Socialization Model
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and order. Programs that are informal, individual, random, variable, and disjunctive and 
that emphasize investiture are more likely to give newcomers an innovative sense of their 
roles and methods of working. Creative fields, such as research and development, advertis-
ing, and filmmaking, rely on these individual practices. Most research suggests that high 
levels of institutional practices encourage person–organization fit and high levels of com-
mitment, whereas individual practices produce more role innovation.42

The three-part entry socialization process is complete when new members have inter-
nalized and accepted the norms of the organization and their work group, are confident in 
their competence, and feel trusted and valued by their peers. They understand the system—
not only their own tasks but the rules, procedures, and informally accepted practices as 
well. Finally, they know what is expected of them and what criteria will be used to measure 
and evaluate their work. As Exhibit 16-2 showed, successful metamorphosis should have a 
positive impact on new employees’ productivity and their commitment to the organization, 
and reduce their propensity to leave the organization.

Researchers have begun to examine how employees change during socialization by 
measuring attitudes at several points over the first few months. One study has documented 
patterns of “honeymoons” and “hangovers” for new workers, showing that the period of 
initial adjustment is often marked by decreases in job satisfaction as idealized hopes come 
into contact with the reality of organizational life.43 Other research suggests that role con-
flict and role overload for newcomers rise over time, and workers with the largest increases 
in these role problems experience the largest decreases in commitment and satisfaction.44 
It may be that the initial adjustment period for newcomers presents increasing demands and 
difficulties, at least in the short term.

Summary: How Cultures Form
Exhibit 16-3 summarizes how an organization’s culture is established and sustained. The 
original culture derives from the founders’ philosophy and strongly influences hiring criteria 
as the firm grows. Top managers’ actions set the general climate, including what is accept-
able behaviour and what is not. The way employees are socialized will depend both on the 

EXHIBIT 16-2   Entry 
Socialization OptionsFormal vs. informal  The more a new employee is segregated from the ongoing work setting 

and differentiated in some way to make explicit his newcomer’s role, the more socialization is 
formal. Specific orientation and training programs are examples. Informal socialization puts 
the new employee directly into the job, with little or no special attention.

Individual vs. collective  New members can be socialized individually. This describes how 
it’s done in many professional offices. They can also be grouped and processed through an 
identical set of experiences, as in military boot camp.

Fixed vs. variable  This refers to the time schedule in which newcomers make the transition 
from outsider to insider. A fixed schedule establishes standardized stages of transition. This 
characterizes rotational training programs. It also includes probationary periods, such as the 
four-to-six-year “assistant professor” status used by universities before deciding on whether 
a candidate deserves tenure. Variable schedules, by contrast, give no advance notice of their 
transition timetable. Variable schedules describe the typical promotion system, in which one 
is not advanced to the next stage until one is “ready.”

Serial vs. random  Serial socialization is characterized by the use of role models who train 
and encourage the newcomer. Apprenticeship and mentoring programs are examples. In 
random socialization, role models are deliberately withheld. New employees are left on their 
own to figure things out.

Investiture vs. divestiture  Investiture socialization assumes that the newcomer’s qualities 
and qualifications are the necessary ingredients for job success, so these qualities and quali-
fications are confirmed and supported. Divestiture socialization tries to strip away certain 
characteristics of the recruit. Fraternity and sorority “pledges” go through divestiture social-
ization to shape them into the proper role.
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EXHIBIT 16-3   How 
Organization Cultures Form

degree of success achieved in matching new employees’ values to those of the organization 
in the selection process, and on top management’s preference for socialization methods.

How EmpLoYEES LEARN CULTURE
Culture is transmitted to employees in a number of forms, the most potent being stories, 
rituals, material symbols, and language.

Stories
When Henry Ford II was chairman of Ford Motor Company, you would have been hard pressed 
to find a manager who hadn’t heard how he reminded his executives, when they got too arrogant, 
“It’s my name that’s on the building.” The message was clear: Henry Ford II ran the company.

A number of senior Nike executives spend much of their time serving as corporate 
storytellers.45 When they tell how co-founder (and Oregon track coach) Bill Bowerman 
went to his workshop and poured rubber into a waffle iron to create a better running shoe, 
they’re talking about Nike’s spirit of innovation. When new hires hear tales of Oregon run-
ning star Steve Prefontaine’s battles to make running a professional sport and attain better 
performance equipment, they learn of Nike’s commitment to helping athletes.

Stories such as these circulate through many organizations, anchoring the present in 
the past and legitimating current practices. They typically include narratives about the 
organization’s founders, rule breaking, rags-to-riches successes, reductions in the workforce, 
relocation of employees, reactions to past mistakes, and organizational coping.46 Employees 
also create their own narratives about how they came to either fit or not fit with the orga-
nization during the process of socialization, including first days on the job, early interac-
tions with others, and first impressions of organizational life.47

Rituals
Rituals are repetitive sequences of activities that express and reinforce the key values of 
the organization—what goals are most important, which people are important, and which 
are expendable.48 One of the best known rituals is Walmart’s company chant. Begun by the 
company’s founder, the late Sam Walton, as a way to motivate his workforce, “Gimme a W, 
gimme an A, gimme an L, gimme a squiggle, give me an M, A, R, T!” became a ritual to 
bond workers together and reinforce Walton’s belief that employees made the company suc-
cessful. Other companies have non-traditional rituals to help support the values of their cul-
tures. WestJet flight attendants, for instance, are actively encouraged to make jokes during 
their pre-flight safety demonstrations, as this helps to maintain their fun-loving, relaxed, 
customer-oriented culture.

Symbols
The layout of corporate headquarters, the types of automobiles top executives are given, and 
the presence or absence of corporate aircraft are a few examples of material symbols. Others 
include the size of offices, and the elegance of furnishings, perks, and attire.49 These convey 
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to employees who is important, the degree of egalitarianism top management desires, and 
the kinds of behaviour that are appropriate, such as risk-taking, conservative, authoritarian, 
participative, individualistic, or social.

One example is the Kitchener-Waterloo online learning platform provider 
Desire2Learn (also known as D2L). In the early years when management sought to 
solidify a culture of creativity and collaboration the office space was dominated by a 
(largely non-alcoholic) tiki bar. The bar permitted coworkers to assemble in a casual 
atmosphere conducive to thinking differently. Elaborate weekly theme parties further 
encouraged social engagement and new ideas.50 In another example, Dynegy’s headquar-
ters doesn’t look like your typical head-office operation. There are few individual offices, 
even for senior executives. The space is essentially made up of cubicles, common areas, 
and meeting rooms. This informality conveys to employees that Dynegy values openness, 
equality, creativity, and flexibility.

Language
Many organizations and subunits within them use language to help members identify 
with the culture, attest to their acceptance of it, and help preserve it. Unique terms 
describe equipment, officers, key individuals, suppliers, customers, or products that 
relate to the business. New employees may at first be overwhelmed by acronyms and 
jargon that, once assimilated, act as a common denominator to unite members of a given 
culture or subculture.

Since culture is key to the essence of an organization and is perceived both inside and 
outside the organization, it is important to establish a culture that reflects the values of its 
founders and top management. Let’s next explore the ways an ethical, positive culture can 
be created and transmitted around the world.

CREATiNG AN ETHicAL ORGANiZATioNAL 
CULTURE
The organizational culture most likely to shape high ethical standards among its members 
is high in risk tolerance, low to moderate in aggressiveness, and focused on means as well 
as outcomes.51 This type of culture takes a long-term perspective and balances the rights 
of multiple stakeholders, including employees, stockholders, and the community. Managers 
are supported for taking risks and innovating, discouraged from engaging in unbridled com-
petition, and guided to heed not just what goals are achieved but also how.

If the culture is strong and supports high ethical standards, it should have a very pow-
erful and positive influence on employee behaviour. Examples of organizations that have 
failed to establish proper codes of ethical conduct can be found in the media nearly every 
day. Some actively deceive customers or clients. Others produce products that harm con-
sumers or the environment, or they harass or discriminate against certain groups of employ-
ees. Others are more subtle and cover up or fail to report wrongdoing. The negative 
consequences of a systematic culture of unethical behaviour can be severe and include 
customer boycotts, fines, lawsuits, and government regulation of an organization’s practices.

What can managers do to create a more ethical culture? They can adhere to the fol-
lowing principles:52

■	 Be a visible role model. Employees will look to the actions of top management as a 
benchmark for appropriate behaviour. Send a positive message.

■	 Communicate ethical expectations. Minimize ethical ambiguities by sharing an 
organizational code of ethics that states the organization’s primary values and ethical 
rules employees must follow.
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■	 Provide ethical training. Set up seminars, workshops, and training programs to rein-
force the organization’s standards of conduct, clarify what practices are permissible (or 
impermissible), and address potential ethical dilemmas.

■	 Visibly reward ethical acts and punish unethical ones. Appraise managers on how 
their decisions measure up against the organization’s code of ethics. Review the means 
as well as the ends. Visibly reward those who act ethically and conspicuously punish 
those who don’t.

■	 Provide protective mechanisms. Provide formal mechanisms so employees can discuss 
ethical dilemmas and report unethical behaviour without fear of reprimand. These 
might include ethical counselors, ombudspeople, or ethical officers.

The work of setting a positive ethical climate has to start at the top of the organi-
zation.53 A study of 195 managers demonstrated that when top management empha-
sizes strong ethical values, supervisors are more likely to practice ethical leadership. 
Positive attitudes transfer down to line employees, who show lower levels of deviant 
behaviour and higher levels of cooperation and assistance. A study involving auditors 
found perceived pressure from organizational leaders to behave unethically was associ-
ated with increased intentions to engage in unethical practices.54 Clearly the wrong 
type of organizational culture can negatively influence employee ethical behaviour. 
Finally, employees whose ethical values are similar to those of their department are 
more likely to be promoted, so we can think of ethical culture as flowing from the 
bottom up as well.55

CREATiNG A PoSiTiVE ORGANiZATioNAL 
CULTURE
At first blush, creating a positive culture may sound hopelessly naïve or like a Dilbert-style 
conspiracy. The one thing that makes us believe this trend is here to stay, however, are signs 
that management practice and OB research are converging.

A positive organizational culture emphasizes building on employee strengths, rewards 
more than it punishes, and emphasizes individual vitality and growth.56 Let’s consider each 
of these areas.

Building on Employee Strengths
Although a positive organizational culture does not ignore problems, it does emphasize 
showing workers how they can capitalize on their strengths. As management guru Peter 
Drucker has said, “Most workers do not know what their strengths are. When you ask them, 
they look at you with a blank stare, or they respond in terms of subject knowledge, which is 
the wrong answer.” Wouldn’t it be better to be in an organizational culture that helped you 
discover your strengths and learn how to make the most of them?

As CEO of Auglaize Provico, an agribusiness based in Ohio, Larry Hammond used this 
approach when you’d least expect it: during his firm’s darkest days. In the midst of the firm’s 
worst financial struggles, when it had to lay off one-quarter of its workforce, Hammond 
tried a different approach. Rather than dwell on what was wrong, he took advantage of 
what was right. “If you really want to [excel], you have to know yourself—you have to know 
what you’re good at, and you have to know what you’re not so good at,” said Hammond. 
With the help of Gallup consultant Barry Conchie, Hammond focused on discovering and 
using employee strengths, and helped the company turn itself around. “You ask Larry 
[Hammond] what the difference is, and he’ll say that it’s individuals using their natural 
talents,” said Conchie.57

It is possible to form ethical cul-
tures and positive organizational 
cultures, but the means by which 
such cultures are attained are 
quite different.
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Rewarding More Than Punishing, and the Value of the 
“Small” Stuff
Although most organizations are sufficiently focused on major rewards such as pay and pro-
motions, they often forget about the power of smaller (and cheaper) rewards such as praise, 
respect, and even token incentives. Many common disciplinary issues, such as tardiness 
or the occasional failure to wear safety equipment, are more effectively addressed through 
these small rewards rather than punishments. For example when conducting random safety 
audits it might be better to openly praise employees wearing their safety equipment and 
give them a gift card than to just yell at noncompliant workers. Part of creating a positive 
organizational culture is “catching employees doing something right.” Many managers with-
hold praise because they’re afraid employees will coast or because they think praise is not 
valued. Employees generally don’t ask for praise, and managers usually don’t realize the costs 
of failing to give it.

Consider Elz�bieta Górska-Kolodziejczyk, a plant manager for International Paper’s 
facility in Kwidzyn, Poland. Employees worked in a bleak windowless basement. Staffing 
became roughly one-third its prior level, while production tripled. These challenges had done 
in the previous three managers. So when Górska-Kolodziejczyk took over, although she had 
many ideas about transforming the organization, at the top were recognition and praise. She 
initially found it difficult to give praise to those who weren’t used to it, especially men. “They 
were like cement at the beginning,” she said. “Like cement.” Over time, however, she found 
they valued and even reciprocated praise. One day a department supervisor pulled her over 
to tell her she was doing a good job. “This I do remember, yes,” she said.58

Emphasizing Vitality and Growth
No organization will get the best from employees who see themselves as mere cogs in the 
machine. A positive culture recognizes the difference between a job and a career. It sup-
ports not only what the employee contributes to organizational effectiveness but also how 
the organization can make the employee more effective—personally and professionally. 
Top companies recognize the value of helping people grow. 1-800-GOT-JUNK founder 
and CEO Brian Scudamore attributes much of his company’s success to the organization’s 
emphasis on personal development. He encourages managers to support staff growth in 
many ways. “Sometimes that means spending money,” he reports, and “sometimes it means 
hooking someone up with a mentor. Often we’ll get people to go to other businesses that 
we’ve become friends with and say ‘go learn from this company.’”59

Although it may take more creativity to encourage employee growth in other indus-
tries, consider the food industry. At MasterFoods in Belgium, Philippe Lescornez led a team 
of employees including Didier Brynaert, who worked in Luxembourg, nearly 150 miles 
away. Brynaert was considered a good sales promoter who was meeting expectations when 
Lescornez decided Brynaert’s job could be made more important if he were seen less as just 
another sales promoter and more as an expert on the unique features of the Luxembourg 
market. So Lescornez asked Brynaert for information he could share with the home office. 
He hoped that by raising Brynaert’s profile, he could create in him a greater sense of owner-
ship for his remote sales territory. “I started to communicate much more what he did to 
other people [within the company], because there’s quite some distance between the 
Brussels office and the section he’s working in. So I started to communicate, communicate, 
communicate. The more I communicated, the more he started to provide material,” said 
Lescornez. As a result, “Now he’s recognized as the specialist for Luxembourg—the guy who 
is able to build a strong relationship with the Luxembourg clients,” says Lescornez. What’s 
good for Brynaert was, of course, also good for Lescornez, who got credit for helping 
Brynaert grow and develop.60
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Limits of Positive Culture
Is a positive culture a cure-all? Though many companies have embraced aspects of a positive 
organizational culture, it is a new enough idea for us to be uncertain about how and when 
it works best.

Not all national cultures value being positive as much as Canadian culture does, and 
even within Canadian culture there surely are limits to how far companies should go. The 
limits may need to be dictated by the culture and the industry. For example, Admiral, a 
British insurance company, has established a Ministry of Fun in its call centres to orga-
nize poem writing, foosball, conkers (a British game involving chestnuts), and fancy-dress 
days, while other companies in the insurance industry have maintained more serious 
cultures. When does the pursuit of a positive culture start to seem coercive or even 
Orwellian? As one critic notes, “Promoting a social orthodoxy of positiveness focuses on 
a particular constellation of desirable states and traits but, in so doing, can stigmatize 
those who fail to fit the template.”61 There may be benefits to establishing a positive 
culture, but an organization also needs to be objective and not pursue it past the point of 
effectiveness.

GLobAL ImpLicATioNS
We considered global cultural values (collectivism–individualism, power distance, and 
so on) in Chapter 5. Here our focus is a bit narrower: How is organizational culture 
affected by a global context? Organizational culture is so powerful it often transcends 
national boundaries. But that doesn’t mean organizations should, or could, ignore local 
cultures.

Organizational cultures often reflect national culture. Trompenaars, a former man-
aging director at the United Nations, studied the relationship between the two and 
discovered interesting patterns. The elements of national culture that seemed to influ-
ence organizational culture the most included whether the culture emphasizes equity 
or hierarchy (power distance) and whether it generally prioritized people or tasks (this 
is related to Hofstede’s concept of masculinity/femininity). As we can see in Exhibit 
16-4, Trompenaars identified the four types of organizational cultures most likely to 
emerge on the basis of these two dimensions.62 Incubator cultures, common in places 
like India, Israel, and Silicon Valley, emphasize fulfillment; guided missile cultures, com-
mon in places like Canada and Ireland, emphasize project completion; family cultures 
emphasize power relationships and are common in places like Pakistan and China; and 
Eiffel tower cultures emphasize rules, roles, and formal procedure and are common in 
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places like France and Germany. Each type fosters different expectations for communi-
cation style, motivation techniques, promotion paths, and other important workplace 
behaviours.

In addition to the patterns identified by Trompenaars, there are many other connec-
tions between national culture and organizational culture. The culture at AirAsia, a 
Malaysia-based airline, emphasizes openness and friendships. The carrier has lots of parties, 
participative management, and no private offices, reflecting Malaysia’s relatively collectiv-
istic culture. The culture of the largest Canadian airline, Air Canada, does not reflect the 
same degree of informality; however, WestJet’s culture does. If either of these Canadian 
airlines was to merge with AirAsia, it would need to take these cultural differences into 
account; and we might expect Air Canada to have more difficulty than WestJet due to the 
greater disparity in existing cultures.

Organizational culture differences are not always due to international culture differ-
ences, though. One of the chief challenges of the merger between US Airways and 
American Airlines was the integration of US Airway’s “open collar” culture with 
American’s “button-down” culture.63

One of the primary things Canadian managers can do is be culturally sensitive. 
Some ways in which managers can be culturally sensitive include speaking slowly if 
English is not the other party’s first language, listening more, paraphrasing comments 
back to ensure understanding, asking clarifying questions when unsure about some-
one’s point of view (rather than making assumptions), and avoiding discussions of 
religion and politics.

The management of ethical behaviour is one area where national culture can rub 
up against corporate culture.64 Canadian managers endorse the supremacy of anony-
mous market forces and implicitly or explicitly view profit maximization as a moral 
obligation for business organizations. This worldview sees bribery, nepotism, and 
favouring personal contacts as highly unethical. Any action that deviates from profit 
maximization may indicate that inappropriate or corrupt behaviour may be occurring. 
In contrast, managers in developing economies are more likely to see ethical decisions 
as embedded in a social environment. That means that doing special favours for family 
and friends is not only appropriate but possibly even an ethical responsibility. Managers 
in many nations also view capitalism skeptically and believe the interests of workers 
should be put on a par with the interests of shareholders.

SUmmARY
�t	 Employees form an overall subjective perception of the organization based on factors 

such as degree of risk tolerance, team emphasis, and support of individuals.

�t	 This overall perception becomes, in effect, the organization’s culture or personality 
and affects employee performance and satisfaction, with stronger cultures having 
greater impact.

�t	 Cultures are sustained and transmitted through both formal and informal socialization. The 
role of informal socialization is such that subcultures can develop within organizations.

�t	 It is possible to foster ethical, positive, and safety-minded cultures if those cultures are 
properly modelled and reinforced.

�t	 National culture will influence organizational culture preferences and expectations. 
This can be a source of confusion in a globalized work setting.
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�Q�S�P�Q�P�T�F�E �N�F�S�H�F�S� 

Personal Inventory Assessment

�*�O �U�I�F �1�F�S�T�P�O�B�M �*�O�W�F�O�U�P�S�Z �"�T�T�F�T�T�N�F�O�U �G�P�V�O�E �J�O �.�Z�.�B�O�B�H�F�N�F�O�U�-�B�C�
 �U�B�L�F �U�I�F �B�T�T�F�T�T�N�F�O�U�� 
�$�P�N�G�P�S�U �X�J�U�I �$�I�B�O�H�F �4�D�B�M�F��

Self-Reflection ACTIVITY
�4�P�N�F �Q�F�P�Q�M�F �B�S�F �W�F�S�Z �D�P�N�G�P�S�U�B�C�M�F �X�J�U�I �D�I�B�O�H�F�
 �X�I�J�M�F �P�U�I�F�S�T �Q�S�F�G�F�S �U�P �B�W�P�J�E �J�U�� �8�I�F�S�F �E�P 
�Z�P�V  �G�B�M�M  �P�O  �U�I�B�U  �D�P�O�U�J�O�V�V�N�   �*�O  �U�I�F  �1�F�S�T�P�O�B�M  �*�O�W�F�O�U�P�S�Z  �"�T�T�F�T�T�N�F�O�U  �G�P�V�O�E  �J�O 
�.�Z�.�B�O�B�H�F�N�F�O�U�-�B�C�
 �U�B�L�F �U�I�F �B�T�T�F�T�T�N�F�O�U �$�P�N�G�P�S�U �X�J�U�I �$�I�B�O�H�F �4�D�B�M�F �U�P �H�B�J�O �J�O�T�J�H�I�U �J�O�U�P 
�Z�P�V�S �P�X�O �B�U�U�J�U�V�E�F�T �B�C�P�V�U �D�I�B�O�H�F �B�O�E �Z�P�V�S �E�F�H�S�F�F �P�G �L�O�P�X�M�F�E�H�F �B�C�P�V�U �G�P�T�U�F�S�J�O�H �D�I�B�O�H�F 
�F�G�G�F�D�U�J�W�F�M�Z�� �5�I�J�T �J�O�G�P�S�N�B�U�J�P�O �D�B�O �I�F�M�Q �H�V�J�E�F �D�B�S�F�F�S �E�F�D�J�T�J�P�O�T�
 �B�T �T�P�N�F �P�D�D�V�Q�B�U�J�P�O�T �B�O�E 
�J�O�E�V�T�U�S�J�F�T  �B�S�F  �L�O�P�X�O  �U�P  �C�F  �I�J�H�I���D�I�B�O�H�F  �F�O�W�J�S�P�O�N�F�O�U�T  �	�T�P�G�U�X�B�S�F  �E�F�W�F�M�P�Q�N�F�O�U  �B�O�E 
�D�F�M�M�Q�I�P�O�F �N�B�O�V�G�B�D�U�V�S�J�O�H �C�F�J�O�H �H�P�P�E �F�Y�B�N�Q�M�F�T�
�
 �X�I�J�M�F �P�U�I�F�S�T �B�S�F �D�P�N�Q�B�S�B�U�J�W�F�M�Z �T�U�B�C�M�F 
�	�T�V�D�I �B�T�
 �G�P�S�F�T�U�S�Z�
 �H�P�W�F�S�O�N�F�O�U �T�F�S�W�J�D�F�T�
 �B�O�E �D�I�J�M�E�D�B�S�F�
��

�4�P�N�F�U�J�N�F�T �D�I�B�O�H�F �J�T �V�O�B�W�P�J�E�B�C�M�F�� �5�I�J�O�L �C�B�D�L �U�P �U�J�N�F�T �X�I�F�O �Z�P�V �F�Y�Q�F�S�J�F�O�D�F�E �T�J�H�O�J�G�J��
�D�B�O�U �D�I�B�O�H�F�T �B�U �X�P�S�L �P�S �T�D�I�P�P�M�� �%�P �Z�P�V �O�P�U�J�D�F �B�O�Z �Q�B�U�U�F�S�O�T �S�F�M�B�U�F�E �U�P �X�I�F�O �U�I�P�T�F �D�I�B�O�H�F�T 
�X�F�O�U �X�F�M�M �B�O�E �X�I�F�O �U�I�F�Z �X�F�O�U �Q�P�P�S�M�Z�  �5�I�J�O�L �B�C�P�V�U �U�I�J�O�H�T �M�J�L�F �D�P�N�N�V�O�J�D�B�U�J�P�O �G�M�P�X �B�O�E 
�D�M�B�S�J�U�Z�
 �U�I�F �N�P�U�J�W�B�U�J�P�O�T �P�G �U�I�F �Q�F�P�Q�M�F �J�O�W�P�M�W�F�E �J�O �U�I�F �D�I�B�O�H�F�
 �B�O�E �I�P�X �U�I�F �D�I�B�O�H�F �X�B�T 
�J�O�J�U�J�B�U�F�E�
 �T�V�Q�Q�P�S�U�F�E�
 �B�O�E �F�W�B�M�V�B�U�F�E �X�I�F�O �D�P�O�T�J�E�F�S�J�O�H �Z�P�V�S �B�O�T�X�F�S��

Personal
Inventory
ASSESSMENT
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MiNi CASE  CULTURE CHANGE AT THE RCMP

Changing a deeply entrenched organizational culture can be very difficult, as the Canadian 
Royal Mounted Police have discovered. The widespread prevalence of sexual harassment 
of female officers in the service resulted in the launch of a class action lawsuit in 2012. 
Efforts to address this problem have focused on enforcement of antiharassment policies and 
on changing the patriarchal, macho culture associated with the RCMP.

MiNi CASE  �DEVELopiNG AND MAiNTAiNiNG  
A SAFETY CULTURE

Sanjay and Sophia looked out over the factory floor in dismay. They both worked in human 
resources management, and just a week ago they had delivered some safety training in an 
attempt to reduce their higher-than-average rate of workplace injuries. They had lectured 
all the employees about safety for three hours and then given them a written test. Although 
all employees had passed, nothing had actually changed. Sanjay and Sophia were chagrined 
and wondered what else they needed to do to change the culture.

As they looked out over the factory floor from the second-storey lunchroom, they 
began to share their observations.

“Look,” said Sanjay, “there is the CEO rushing out to talk to someone wearing only his 
dress shoes again. I keep telling him he needs safety shoes and safety glasses on the manu-
facturing floor, but he just keeps telling me he’s only out there for a minute so it is too much 
of a pain to change shoes and find glasses.”

While Sophia found that distressing, she was more concerned with the newly hired 
junior employees, whom she saw joking and pushing each other around the forklift loading 
area. “You know,” she told Sanjay, “I mentioned that the new hires are goofing off around 
the loading area, and their supervisor just said that they work hard and need to blow off a 
little steam now and then. He said I should leave them alone. The other day I even saw 
him get involved in one of their little pranks, making a guy jump out of his skin by blaring 
the forklift horn. When I asked him about it, he said pranks help the workers relax when 
they are stressed about manufacturing quotas.”

“Well, I’m not surprised they’re stressed,” said Sanjay. “After all, the entire team’s bonus 
is based on productivity targets, and nobody wants to be the one who lets everyone else down. 
If they miss their target because of one worker, the poor guy will never hear the end of it.”

“I know,” replied Sophia. “Just last week, someone came in with active pneumonia because 
he didn’t want his team to miss their target. I know other workers covered for him a bit, but he 
kept at it no matter what. I even caught him trying to take the handguard off his machine so he 
could work it faster. He said he was behind from coughing and needed to catch up!”

“It’s so strange,” observed Sanjay. “All these workers passed the safety test with flying 
colours but nobody actually does any of the stuff we talked about. What’s happening?”

“I don’t know,” said Sophia. “Maybe if we put some safety posters up to remind people 
about risks, that will help.”

Discussion Questions

1.	 Why have Sanjay and Sophia failed to foster a safety culture in their workplace? What 
specifically acts to undermine that change?

2.	 Will their new strategy (putting up posters) work? If yes, why? If no, why not?

3.	 What would they have to do to institute meaningful change in the safety culture at this 
organization?
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Stories that have emerged as a result of the lawsuit have highlighted the extent of the 
problem. Female officers have reported incidents ranging from inappropriate joking to hav-
ing pornography and sex toys left in their workspaces. Others have reported unwanted 
physical contact, up to and including being raped by fellow officers. Official responses to 
complaints were generally inadequate, with many women reporting that they, as complain-
ants, were put on leave while their harassers received extremely light sanctions, if any. In 
one case a female officer was still away on administrative leave a year later “pending inves-
tigation” while the officer she had accused of rape was promoted.

Part of the reason the RCMP has had such difficulty addressing these issues is that they 
are not “change ready,” according to Dr. Linda Duxbury, who wrote an independent report 
assessing their culture. She reported that the general culture was “exploitative, paramilitary, 
respectful of the position rather than the person, low trust, risk adverse, and defensive.” The 
culture has also been characterized as patriarchal and “macho.” Dr. Duxbury further character-
ized their culture as “a victim of the success spiral, which occurs when an organization holds 
on too long to a culture in the belief that what has worked in the past will continue to confer 
a competitive advantage in the future. The RCMP has failed to realign its organizational cul-
ture to take into account new environmental realities. This has resulted in key elements of 
RCMP culture being liabilities as the organization moves forward with reforms.”

Bob Paulson, the RCMP Commissioner appointed in 2012 to fix the mess, has openly 
admitted to a culture of bullying and associated inadequate harassment investigations. He 
stated that his “mandate was to clear-cut problems that have taken root so deeply in the 
police culture that some Mounties are now embarrassed to tell neighbours where they 
work.” The numbers are telling—in the four years before Paulson’s appointment, the num-
ber of female cadets at the RCMP dropped by 52 percent. Currently only 20 percent of the 
19,000-member force are women. Change will not be easy, though. Paulson has committed 
to new policies, enforcement of existing policies, and ongoing monitoring of results, but he 
recognizes that it is a difficult road given the strength of the existing culture.

Discussion Questions

1.	 Why do you think the culture within the RCMP is so strong and deeply rooted? Does 
the nature of the job itself impact the strength of the culture? Why or why not?

2.	 What specific steps and policies might help encourage a more ethical and equitable 
organizational culture?

3.	 Discuss the role a leader plays in organizational culture maintenance and change. Was 
the change in leadership necessary in this situation? Why or why not?

Sources: L. Payton, “RCMP Culture Needs to Change to Fight Harassment,” CBC News, November 20, 2012,http://www.cbc.
ca/news/politics/rcmp-culture-needs-to-change-to-fight-harassment-mps-told-1.1199701; L. Duxbury, “The RCMP Yesterday, 
Today, and Tomorrow,” 2007, http://www.rcmp-grc.gc.ca/pubs/duxbury-eng.htm; and Staff editorial, “RCMP Commissioner 
Paulson the Right Man to Lead Change,” Globe and Mail, November 25, 2012,http://www.theglobeandmail.com/globe-debate/
editorials/rcmp-commissioner-paulson-the-right-man-to-lead-change/article5613053.

MyManagementLab
Study, practise, and explore real management situations with these helpful resources:
�t��Interactive Lesson Presentations: Work through interactive presentations and assessments to 

test your knowledge of management concepts.
�t��PIA (Personal Inventory Assessments): Enhance your ability to connect with key concepts 

through these engaging self-reflection assessments.
�t��Study Plan: Check your understanding of chapter concepts with self-study quizzes.
�t��Simulations: Practise decision making in simulated management environments.

Personal Inventory ASSESSMENT

http://www.cbc.ca/news/politics/rcmp-culture-needs-to-change-to-fight-harassment-mps-told-1.1199701
http://www.rcmp-grc.gc.ca/pubs/duxbury-eng.htm
http://www.theglobeandmail.com/globe-debate/editorials/rcmp-commissioner-paulson-the-right-man-to-lead-change/article5613053
http://www.cbc.ca/news/politics/rcmp-culture-needs-to-change-to-fight-harassment-mps-told-1.1199701
http://www.theglobeandmail.com/globe-debate/editorials/rcmp-commissioner-paulson-the-right-man-to-lead-change/article5613053
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Chapter 17 
Organizational Change and Stress Management

This chapter is about change and stress. We describe envi-
ronmental forces that require firms to change, why people 
and organizations often resist change, and how this resis-
tance can be overcome. We review processes for managing 
organizational change.

With change often comes stress. Stress is an important 
topic for organizations to address in strengthening and retain-
ing talented individuals. We will discuss the topic of stress and 
its consequences. In closing, we will explore what individuals 
and organizations can do to better manage stress levels.

Learning Objectives

After studying this chapter, you should be able to:

1	 Identify forces that act as stimulants to change.

2	 Describe the sources of resistance to change.

3	 Compare the four main approaches to managing 
organizational change.

4	 Explain two ways of creating a culture for change.

5	 Identify the potential sources and consequences of 
stress.

6	 Describe techniques for managing stress and assess  
the suitability of those techniques based on relevant 
situational factors.

Pearson Education

FoRcEs foR CHANGE
No company today is in a particularly stable environment. Even those with dominant mar-
ket share must change, sometimes radically. In the 20 years between 1997 and 2017, there 
were fundamental transformations in many industries ranging from security to agriculture, 
telecommunications to healthcare. For example, during that time period consumers saw a 
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drastic rise in wireless-based communications and mobile apps while also witnessing the 
near-elimination of the traditional household land-based telephone line. Affordable drones 
now perform some front-line military functions previously carried out by humans, fundamen-
tally changing military defence tactics and the power dynamics between nations. Political 
pressure to reduce greenhouse gas emissions eventually led to viable alternative-fuel vehicles 
being mass-produced for the first time. At the same time, new automotive manufacturing 
competitors that were focused on no-frills, affordable vehicles emerged from developing 
economies such as India. New genetically modified crops were introduced that could trans-
form food production, yet political pressures and social concerns may lessen the usefulness 
of the technology. Poultry farming is changing in response to immense consumer pressure 
to improve the living conditions of farm animals. Customized cancer therapies based on 
individual genetic profiles have begun to transform oncological care, while regulatory dif-
ferences between nations have led to a rise in “health tourism” as people seek treatments 
unavailable in their home countries. The list of changes seems endless and very few indus-
tries have escaped.

“Change or die!” is the rallying cry among today’s managers worldwide. In a number of 
places in this text, we’ve discussed the changing nature of the workforce. Almost every organiza-
tion must adjust to a multicultural environment, demographic changes, immigration, and 
outsourcing. Technology is continually changing jobs and organizations. Technological change 
is so frequent that a specific change management process called the software development lifecycle 
is commonly used to manage new implementations of everything from ERP systems and data 
warehouses to mobile applications. It is not hard to imagine the very idea of the traditional 
office with immobile workstations becoming an antiquated concept in the near future.

Competition is changing. Competitors are as likely to come from across the ocean as 
from across town. Successful organizations will be fast on their feet, capable of developing 
new products rapidly and getting them to market quickly. They will be flexible and will 
require an equally flexible and responsive workforce. Sometimes, government regulations 
affect organizational behaviour decisions. For instance, increasingly in Canada and Europe, 
the government regulates business practices, including executive pay.

Social trends don’t remain static. Consumers who are otherwise strangers now meet and 
share product information in chat rooms and blogs. Companies must continually adjust 
product and marketing strategies to be sensitive to changing social trends, as Liz Claiborne 
did when it sold off fashion brands such as Ellen Tracy, deemphasized large vendors such as 
Macy’s, streamlined operations, and cut staff. Consumers, employees, and organizational 
leaders are increasingly sensitive to environmental concerns. “Green” practices are quickly 
becoming expected rather than optional.

Not even globalization’s strongest proponents could have imagined how world politics 
would change in recent years. We’ve seen a major set of financial crises that have rocked 
global markets, a dramatic rise in the power and influence of China, and intense shakeups 

Pictures/Shutterstock
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Glossary

ability  An individual’s capacity to perform the various tasks in 
a job.

accommodating  The willingness of one party in a conflict to put 
the opponent’s interests above his or her own.

accommodation  This term is used in the context of working with 
people with varied needs, such as people with disabilities. It 
refers to the provision of devices, support, and policies that 
enable people to work to their maximum capacity.

adjourning stage  The final stage in group development for tem-
porary groups, characterized by concern with wrapping up 
activities rather than task performance.

affect  A broad range of feelings that people experience.
affect intensity  Experiencing the same emotions with different 

intensities; affectively intense people experience both posi-
tive and negative emotions more deeply.

affective component  The emotional or feeling segment of an 
attitude.

affective events theory (AET)  A model that demonstrates 
employees react emotionally to things at work, which influ-
ences their job performance and satisfaction.

agreeableness  A personality dimension that describes someone 
who is good-natured, cooperative, and trusting.

anchoring bias  A tendency to fixate on initial information, from 
which one then fails to adequately adjust for subsequent 
information.

anthropology  The study of societies for the purpose of learning 
about human beings and their activities.

appreciative inquiry (AI)  An approach that seeks to identify the 
unique qualities and special strengths of an organization, 
which can then be built on to improve performance.

approach–avoidance framework  Personality framework that casts 
personality traits as motivations.

attitudes  Evaluative statements, favourable or unfavourable, con-
cerning objects, people, or events.

attribution theory  An attempt to determine whether an indi-
vidual’s behaviour is internally or externally caused.

attribution theory of leadership  A leadership theory that says 
that leadership is merely an attribution that people make 
about other individuals.

authentic leaders  Leaders who know who they are, know what 
they believe in and value, and act on those values and beliefs 
openly and candidly; their followers would consider them to 
be ethical people.

authority  The rights inherent in a managerial position to give 
orders and to expect the orders to be obeyed.

automatic processing  A relatively superficial consideration of 
evidence and information making use of heuristics.

autonomy  The degree to which a job provides substantial freedom 
and discretion to the individual in scheduling the work and 
in determining the procedures to be used in carrying it out.

availability bias  The tendency for people to base their judgments 
on information that is readily available to them.

avoiding  The desire to withdraw from or suppress a conflict.
BATNA  The best alternative to a negotiated agreement; the 

least the individual should accept.

behavioural component  An intention to behave in a certain way 
toward someone or something.

behavioural ethics  An area of study that analyzes how people 
behave in ethical dilemmas.

behavioural theories of leadership  Theories proposing that spe-
cific behaviours differentiate leaders from non-leaders.

Big Five Model  A personality assessment model that taps five 
basic dimensions.

biographical characteristics  Personal characteristics—such as age, 
gender, race, and length of tenure—that are objective and 
easily obtained from personnel records. These characteristics 
are representative of surface-level diversity.

bonus  A way to reward employees for recent performance rather 
than historical performance.

boundaryless organization  An organization that seeks to elimi-
nate the chain of command, have limitless spans of control, 
and replace departments with empowered teams.

bounded rationality  A process of making decisions by construct-
ing simplified models that extract the essential features from 
problems without capturing all their complexity.

brainstorming  An idea-generation process that specifically 
encourages any and all alternatives while withholding any 
criticism of those alternatives.

bureaucracy  An organization structure with highly routine oper-
ating tasks achieved through specialization, very formalized 
rules and regulations, tasks that are grouped into functional 
departments, centralized authority, narrow spans of control, 
and decision making that follows the chain of command.

centralization  The degree to which decision making is concen-
trated at a single point in an organization.

chain of command  The unbroken line of authority that extends 
from the top of the organization to the lowest echelon and 
clarifies who reports to whom.

challenge stressors  Stressors associated with workload, pressure 
to complete tasks, and time urgency.

channel richness  The degree to which a communication channel 
can handle multiple cues simultaneously, facilitate feedback, 
and be personal.

charismatic leadership theory  A leadership theory that states 
that followers make attributions of heroic or extraordinary 
leadership abilities when they observe certain behaviours and 
give these leaders power.

coercive power  A power base that is dependent on fear of the 
negative results from failing to comply.

cognitive component  The opinion or belief segment of an attitude.
cognitive dissonance  Any incompatibility between two or more 

attitudes or between behaviour and attitudes.
cognitive evaluation theory  A version of self-determination theory 

that holds that allocating extrinsic rewards for behaviour that 
previously had been intrinsically rewarding tends to decrease the 
overall level of motivation if the rewards are seen as controlling.

cohesiveness  The degree to which group members are attracted 
to each other and motivated to stay in the group.

collaborating  A situation in which the parties to a conflict each 
desire to satisfy fully the concerns of all parties.
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collectivism  A tight social framework in which people expect 
others in groups of which they are a part to look after them 
and protect them.

communication  The imparting of news, information, and emo-
tional states through speaking, writing, reading, and other 
signallers such as body language.

communication apprehension  Undue tension and anxiety about 
oral communication, written communication, or both.

communication process  The steps between a sender and a receiver 
that result in the transfer and understanding of meaning.

competing  A desire to satisfy one’s interests, regardless of the 
impact on the other party to the conflict.

compromising  A situation in which each party to a conflict is 
willing to give up something.

confirmation bias  The tendency to seek out information that 
reaffirms past choices and to discount information that con-
tradicts past judgments.

conflict  A process that begins when one party perceives that 
another party has negatively affected, or is about to nega-
tively affect, something that the first party cares about.

conflict management  The use of resolution and stimulation tech-
niques to achieve the desired level of conflict.

conflict process  A process that has five stages: potential opposi-
tion or incompatibility, cognition and personalization, inten-
tions, behaviour, and outcomes.

conformity  Being one of the group and therefore avoiding being 
visibly different.

conscientiousness  A personality dimension that describes some-
one who is responsible, dependable, persistent, and organized.

consideration  The extent to which a person is likely to have job 
relationships that are characterized by mutual trust, respect 
for employees’ ideas, and regard for their feelings.

contingency variables  Situational factors: variables that moder-
ate the relationship between two or more other variables.

contrast effect  Evaluation of a person’s characteristics that is 
affected by comparisons with other people recently encoun-
tered who rank higher or lower on the same characteristics.

controlled processing  A detailed consideration of evidence and 
information relying on facts, figures, and logic.

core self-evaluation (CSE)  The degree to which an individual likes 
or dislikes himself or herself, whether the person sees himself or 
herself as capable and effective, and whether the person feels in 
control of his or her environment or powerless over the envi-
ronment; bottom-line conclusions individuals have about their 
capabilities, competence, and worth as a person.

core values  Strongly held values.
cost-minimization strategy  A strategy that emphasizes tight cost 

controls, avoidance of unnecessary innovation or marketing 
expenses, and price cutting.

creativity  The ability to produce novel and useful ideas.
cross-functional teams  Employees from about the same hierarchi-

cal level, but from different work areas, who come together to 
accomplish a task.

Dark Triad  The traits of Machiavellianism, narcissism, and psy-
chopathy.

decisions  Choices made from among two or more alternatives.
deep acting  Trying to modify one’s true inner feelings based on 

display rules.
deep-level diversity  Differences in values, personality, and work 

preferences that become progressively more important for deter-
mining similarity as people get to know one another better.

defensive behaviours  Reactive and protective behaviours to 
avoid action, blame, or change.

demands  Responsibilities, pressures, obligations, and even uncer-
tainties that individuals face in the workplace.

departmentalization  The basis by which jobs are grouped together.
dependence  B’s relationship to A when A possesses something 

that B requires.
deviant workplace behaviour  Voluntary behaviour that violates 

significant organizational norms and, in so doing, threatens 
the well-being of the organization or its members. Also called 
antisocial behaviour or workplace incivility.

discrimination  The noting of a difference between things; often 
we refer to unfair discrimination, which means making judg-
ments about individuals based on stereotypes regarding their 
demographic group.

displayed emotions  The emotions that the organization requires 
workers to show and consider appropriate in a given job.

distributive bargaining  Negotiation that seeks to divide up a 
fixed amount of resources; a win–lose situation.

distributive justice  Perceived fairness of the amount and alloca-
tion of rewards among individuals.

diversity  The degree to which members of the group are similar 
to, or different from, one another.

diversity management  The process and programs by which man-
agers make everyone more aware of and sensitive to the needs 
and differences of others.

dominant culture  A culture that expresses the core values that 
are shared by a majority of the organization’s members.

driving forces  Forces that direct behaviour away from the status quo.
dyadic conflict  Conflict between two people.
dysfunctional conflict  Conflict that hinders group performance.
emotional contagion  The process by which people’s emotions are 

caused by the emotions of others.
emotional dissonance  Inconsistencies between the emotions 

people feel and the emotions they project.
emotional intelligence (EI)  One’s ability to be self-aware, 

detect emotions in others, and manage emotional cues and 
information.

emotional labour  An employee’s expression of organizationally 
desired emotions during interpersonal transactions at work.

emotional stability  A personality dimension that characterizes 
someone as calm, self-confident, secure (positive) versus ner-
vous, depressed, and insecure (negative).

emotions  Intense feelings directed at someone or something.
employee engagement  An individual’s involvement with, satis-

faction with, and enthusiasm for the work they do.
employee involvement  A participative process that uses the 

employees’ input and is intended to increase employee com-
mitment to an organization’s success.

employee-oriented leader  A leader who emphasizes interpersonal 
relations, takes a personal interest in the needs of employees, 
and accepts individual differences among members.

employee stock ownership plan (ESOP)  A company-established 
benefit plan in which employees acquire stock, often at 
below-market prices, as part of their benefits.

encounter stage  The stage in the socialization process in which a 
new employee sees what the organization is really like and 
confronts the possibility that expectations and reality may 
diverge.

environment  Institutions or forces outside an organization that 
potentially affect the organization’s performance.
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equity theory  A theory that says that individuals compare their 
job inputs and outcomes with those of others and then 
respond to eliminate any inequities.

escalation of commitment  An increased commitment to a previ-
ous decision in spite of negative information.

ethical choices  Decisions made on the basis of ethical criteria, 
including the outcomes of the decision, the rights of those 
affected, and the equitable distribution of benefits and 
costs.

ethical dilemmas  Situations in which members of organizations 
are required to define right and wrong conduct.

evidence-based management (EBM)  The basing of managerial 
decisions on the best available scientific evidence.

exit response  One of the four responses to the exit–voice–loyalty–
neglect framework that directs behaviour toward leaving the 
organization, including looking for a new position as well as 
resigning.

expectancy theory  A theory that says that the strength of a 
tendency to act in a certain way depends on the strength of 
the expectation that the act will be followed by a given 
outcome and on the attractiveness of that outcome to the 
individual.

expert power  Influence based on expertise, special skills, or 
knowledge.

extraversion  A personality dimension describing someone who is 
sociable, gregarious, and assertive.

faultlines  Perceived divisions that split groups into two or more 
subgroups based on individual differences.

feedback  The degree to which carrying out the work activities 
required by a job results in the individual obtaining direct 
and clear information about the effectiveness of his or her 
performance.

felt conflict  Emotional involvement in a conflict that creates 
anxiety, tenseness, frustration, or hostility.

felt emotions  An individual’s actual emotions.
femininity  A national culture attribute that indicates little dif-

ferentiation between male and female roles; a high rating 
indicates that women are treated as the equals of men in all 
aspects of the society.

Fiedler contingency model  The theory that effective groups 
depend on a proper match between a leader’s style of interact-
ing with subordinates and the degree to which the situation 
gives control and influence to the leader.

filtering  A sender’s purposely manipulating information so the 
receiver will see it more favourably.

five-stage group-development model  The five distinct stages 
groups go through: forming, storming, norming, performing, 
and adjourning.

fixed pie  The belief that there is only a set amount of goods or 
services to be divvied up between the parties.

flexible benefits  A benefits plan that allows each employee to put 
together a benefits package individually tailored to his or her 
own needs and situation.

flextime  Flexible schedule in which employees must work a 
specific number of hours per week but may vary their 
hours.

formal channels  Communication channels established by an 
organization to transmit messages related to the professional 
activities of members.

formal group  A designated work group defined by an organiza-
tion’s structure.

formalization  The degree to which jobs within an organization 
are standardized.

forming stage  The first stage in group development, characterized 
by much uncertainty.

functional conflict  Conflict that supports the goals of the group 
and improves its performance.

fundamental attribution error  The tendency to underestimate 
the influence of external factors and overestimate the influ-
ence of internal factors when making judgments about the 
behaviour of others.

gainsharing  A formula-based group incentive plan based on 
improvements in group productivity.

general mental ability (GMA)  An overall factor of intelligence, 
as suggested by the positive correlations among specific intel-
lectual ability dimensions.

goal-setting theory  A theory that says that specific and difficult 
goals, with feedback, lead to higher performance.

grapevine  An organization’s informal communication network.
group  Two or more individuals, interacting and interdependent, 

who have come together to achieve particular objectives.
groupshift  A change in decision risk between a group’s decision 

and an individual decision that a member within that group 
would make; the shift can be toward either conservatism or 
greater risk, interacting and interdependent, who have come 
together to achieve particular objectives.

groupthink  A phenomenon in which the norm for consensus 
overrides the realistic appraisal of alternative courses of action.

halo effect  The tendency to draw a general impression about an 
individual on the basis of a single characteristic.

heredity  Factors determined at conception—one’s biological, 
physiological, and inherent psychological makeup.

hierarchy of needs  Abraham Maslow’s hierarchy of five needs— 
physiological, safety, social, esteem, and self-actualization—
in which, as each need is substantially satisfied, the next need 
becomes dominant.

high-context cultures  Cultures that rely heavily on nonverbal 
and subtle situational cues in communication.

hindrance stressors  Stressors that keep you from reaching your 
goals (for example, red tape, office politics, confusion over 
job responsibilities).

hindsight bias  The tendency for us to believe falsely, after an 
outcome is actually known, that we would have accurately 
predicted the outcome.

hygiene factors  Factors—such as company policy and administra-
tion, supervision, and salary—that, when adequate in a job, 
placate workers. When these factors are adequate, people will 
not be dissatisfied or satisfied.

idea champions  People who actively and enthusiastically pro-
mote the idea, build support, overcome resistance, and ensure 
that the innovation is implemented.

idea evaluation  The process of creative behaviour in which we 
evaluate potential solutions to identify the best one.

idea generation  The process of creative behaviour in which 
potential solutions are evaluated.

illusory correlation  The tendency of people to correlate two 
events when in reality there is no connection.

imitation strategy  A strategy that seeks to move into new prod-
ucts or new markets only after their viability has already been 
proven.

impression management (IM)  The process by which individuals 
attempt to control the impression others form of them.
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individualism  The degree to which people prefer to act as indi-
viduals rather than as members of groups and believe in 
individual rights above all else.

informal channels  Communication channels that are created 
spontaneously and that emerge as responses to individual 
choices.

informal group  A group that is neither formally structured nor 
organizationally determined.

information gathering  The stage of creative behaviour when pos-
sible solutions to a problem are sought.

informational justice  A perception of whether managers provide 
employees with explanations for key decisions and keep them 
informed.

initiating structure  The extent to which a leader is likely to 
define and structure his or her role and those of subordinates 
in the search for goal attainment.

innovation  A new idea applied to initiating or improving a prod-
uct, process, or service.

innovation strategy  A strategy that emphasizes the introduction 
of major new products and services.

institutionalization  A condition that occurs when an organiza-
tion takes on a life of its own, apart from any of its members, 
and acquires immortality.

instrumental values  Preferable modes of behaviour or means of 
achieving one’s terminal values.

integrative bargaining  Negotiation that seeks one or more settle-
ments that can create a win–win solution.

intellectual abilities  The capacity to do mental activities— 
thinking, reasoning, and problem solving.

intentions  Decisions to act in a given way.
interacting groups  Typical groups in which members interact 

with each other face to face.
interactionist view of conflict  The belief that conflict is not only 

a positive force in a group but also an absolute necessity for a 
group to perform effectively.

intergroup conflict  Conflict between groups or teams.
intergroup development  OD efforts to change the attitudes, ste-

reotypes, and perceptions that groups have of each other.
interpersonal justice  A perception of whether employees are 

treated with dignity and respect.
intragroup conflict  Conflict that occurs within a group or team.
intuition  A gut feeling not necessarily supported by research.
intuitive decision making  An unconscious process created out of 

distilled experience.
job characteristics model (JCM)  A model that proposes that any 

job can be described in terms of five core job dimensions: skill 
variety, task identity, task significance, autonomy, and feedback.

job design  The way the elements in a job are organized.
job engagement  The investment of an employee’s physical, cogni-

tive, and emotional energies into job performance.
job enrichment  The vertical expansion of jobs, which increases 

the degree to which the worker controls the planning, execu-
tion, and evaluation of the work.

job involvement  The degree to which a person identifies with a 
job, actively participates in it, and considers performance 
important to self-worth.

job rotation  The periodic shifting of an employee from one task 
to another with similar skill requirements at the same organi-
zational level.

job satisfaction  A positive feeling about one’s job resulting from 
an evaluation of its characteristics.

job sharing  An arrangement that allows two or more individuals 
to split a traditional 40-hour-a-week job.

leader–member relations  The degree of confidence, trust, and 
respect subordinates have in their leader.

leadership  The ability to influence a group toward the achieve-
ment of a vision or set of goals.

least preferred co-worker (LPC) questionnaire  An instrument that 
purports to measure whether a person is task- or relationship-
oriented.

legitimate power  The power a person receives as a result of his or 
her position in the formal hierarchy of an organization.

long-term orientation  A national culture attribute that empha-
sizes the future, thrift, and persistence.

low-context cultures  Cultures that rely heavily on words to con-
vey meaning in communication.

loyalty response  One of the four responses to the exit–voice–
loyalty–neglect framework that means passively but optimis-
tically waiting for conditions to improve, including speaking 
up for the organization in the face of external criticism and 
trusting the organization and its management to “do the 
right thing.”

Machiavellianism  The degree to which an individual is prag-
matic, maintains emotional distance, and believes that ends 
can justify means.

management by objectives (MBO)  A program that encompasses 
specific goals, participatively set, for an explicit time period, 
with feedback on goal progress.

masculinity  A national culture attribute describing the extent to 
which the culture favours traditional masculine work roles of 
achievement.

material symbols  Objects that serve as signals of an organization’s 
culture, including the size of offices, executive perks, and 
attire.

matrix structure  A structure that creates dual lines of authority 
and combines functional and product departmentalization.

McClelland’s theory of needs  A theory that states achievement, 
power, and affiliation are three important needs that help 
explain motivation.

mechanistic model  A structure characterized by extensive depart-
mentalization, high formalization, a limited information 
network, and centralization.

mental models  Team members’ organized mental representations 
of how the work gets done by the team.

mentor  A senior employee who sponsors and supports a less expe-
rienced employee.

merit-based pay plan  A pay plan based on performance appraisal 
ratings.

metamorphosis stage  The stage in the socialization process in 
which a new employee changes and adjusts to the job, work 
group, and organization.

model  An abstraction of reality; a simplified representation of 
some real-world phenomenon.

moods  Feelings that tend to be less intense than emotions and 
that lack a contextual stimulus.

motivation  The process that accounts for an individual’s inten-
sity, direction, and persistence of effort toward attaining a 
goal.

movement  A change process that transforms the organization 
from the status quo to a desired end state.

multiteam systems  Systems in which different teams need to 
coordinate their efforts to produce a superordinate goal.
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Myers-Briggs Type Indicator (MBTI)  A personality test that 
taps four characteristics and classifies people into one of 16 
personality types.

narcissism  The tendency to be arrogant, have a grandiose sense 
of self-importance, require excessive admiration, and have a 
sense of entitlement.

need for achievement (nAch)  The drive to excel, to achieve in 
relationships to a set of standards, and to strive to succeed.

need for affiliation (nAff)  The desire for friendly and close inter-
personal relationships.

need for power (nPow)  The need to make others behave in a way 
in which they would not have behaved otherwise.

negative affect  A mood dimension that consists of emotions such 
as nervousness, stress, and anxiety at the high end and con-
tentedness, calmness, and serenity at the low end.

neglect response  One of the four responses to the exit–voice–
loyalty–neglect framework that passively allows conditions 
to worsen and includes chronic absenteeism or lateness, 
reduced effort, and increased error rate.

negotiation  A process in which two or more parties decide how to 
allocate scarce resources.

neutralizers  Attributes that make it impossible for leader behav-
iour to make any difference to follower outcomes.

nominal group technique  A group decision-making method in 
which individuals meet face to face to pool their judgments 
in a systematic but independent fashion.

norming stage  The third stage in group development, character-
ized by close relationships and cohesiveness.

norms  Acceptable standards of behaviour that are shared by the 
group’s members.

openness to experience  A personality dimension that character-
izes someone in terms of imagination, sensitivity, and curiosity.

organic model  A structure that is flat, uses cross-hierarchical and 
cross-functional teams, has low formalization, possesses a 
comprehensive information network, and relies on participa-
tive decision making.

organizational behaviour (OB)  A field of study that investigates 
the impact that individuals, groups, and structures have on a 
behaviour within organizations, for the purpose of applying 
such knowledge toward improving an organization’s effective-
ness.

organizational climate  The shared perceptions organizational 
members have about their organization and work environ-
ment.

organizational commitment  The degree to which an employee 
identifies with a particular organization and its goals and 
wishes to maintain membership in the organization.

organizational culture  A system of shared meaning held by members 
that distinguishes the organization from other organizations.

organizational demography  The degree to which members of a 
work unit share a common demographic attribute, such as 
age, sex, race, educational level, or length of service in an 
organization.

organizational development (OD)  A collection of change meth-
ods that try to improve organizational effectiveness and 
employee well-being.

organizational justice  An overall perception of what is fair in the 
workplace, composed of distributive, procedural, and interac-
tional justice.

organizational structure  How job tasks are formally divided, 
grouped, and coordinated.

participative management  A process in which subordinates share 
a significant degree of decision-making power with their 
immediate superiors.

path-goal theory  The theory that effective leaders clarify follow-
ers’ paths to their work goals and reduce work blocks.

perceived conflict  Awareness by one or more parties of the exis-
tence of conditions that create opportunities for conflict to 
arise.

perceived organizational support (POS)  The degree to which 
employees believe the organization values their contributions 
and cares about their well-being.

perception  A process by which individuals organize and interpret 
their sensory impressions to give meaning to their environ-
ment.

performing  The fourth stage of the five-stage group development 
model where group energy has advanced from understanding 
each other to performing the task at hand.

personality  The sum total of ways in which an individual reacts 
to and interacts with others.

personality–job fit theory  A theory that identifies six personality 
types and proposes that the fit between personality type and 
occupational environment determines satisfaction and turn-
over.

personality traits  Enduring characteristics that describe an indi-
vidual’s behaviour.

physical abilities  The capacity to do tasks that demand stamina, 
dexterity, strength, and similar characteristics.

piece-rate pay plan  A plan in which employees are paid fixed sum 
for each unit of production completed.

political behaviour  Activities that are not required as part of 
one’s formal role in the organization but that influence, or 
attempt to influence, the distribution of advantages and dis-
advantages within the organization.

political skill  People’s ability to influence others to enhance their 
own objectives.

position power  Influence derived from one’s formal structural 
position in the organization; includes power to hire, fire, 
discipline, promote, and give salary increases.

positive affect  A mood dimension consisting of positive emotions 
such as excitement, enthusiasm, and elation on the high end 
and boredom, depression, and fatigue at the low end.

positive organizational culture  A culture that emphasizes build-
ing on employee strengths, rewards more than punishes, and 
emphasizes individual vitality and growth.

positive organizational scholarship  The study of how organiza-
tions develop human strengths, foster vitality and resilience, 
and unlock potential.

positivity offset  The tendency of most individuals to experience 
a mildly positive mood at zero input (when nothing in par-
ticular is going on).

power  The capacity that A has to influence the behaviour of B so 
that B acts in accordance with A’s wishes.

power distance  Degree to which people in a country accept that 
power in institutions and organizations is distributed unequally.

power tactics  Ways in which individuals translate power bases 
into specific actions.

prearrival stage  The period of learning in the socialization pro-
cess that occurs before a new employee joins the organization.

prevention focus  In goal-setting theory, the tendency for some 
people to strive to fulfill duties and obligations and avoid 
conditions that pull them away from desired goals.
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proactive personality  People who identify opportunities, show 
initiative, take action, and persevere until meaningful change 
occurs.

problem  A discrepancy between the current state of affairs and 
some desired state.

problem formulation  The stage of creative behaviour in which we 
identify a problem or opportunity which has no known solution.

problem-solving teams  Groups of 5 to 12 employees from the same 
department who meet for a few hours each week to discuss ways 
of improving quality, efficiency, and the work environment.

procedural justice  The perceived fairness of the process used to 
determine the distribution of rewards.

process conflict  Conflict over how work gets done.
process consultation (PC)  A meeting in which a consultant assists 

a client in understanding process events with which he or she 
must deal and identifying processes that need improvement.

production-oriented leader  A leader who emphasizes technical or 
task aspects of the job.

profit-sharing plan  Organization-wide program that distributes 
compensation based on some established formula designed 
around a company’s profitability.

promotion focus  In goal-setting theory, the tendency in some 
people to strive for advancement and accomplishment.

psychological empowerment  Employees’ belief in the degree to 
which they affect their work environments, their compe-
tence, the meaningfulness of their jobs, and the perceived 
autonomy in their work.

psychology  The science that seeks to measure, explain, and some-
times change the behaviour of humans and other animals.

psychopathy  A lack of concern for others, and a lack of guilt or 
remorse for causing harm.

punctuated-equilibrium model  A set of phases that temporary 
groups go through that involves transitions between inertia 
and activity.

rational  Characterized by making consistent, value-maximizing 
choices within specified constraints.

rational decision-making model  A decision-making model that 
describes how individuals should behave in order to maximize 
some outcome.

reference groups  Important groups to which individuals belong 
or hope to belong and with whose norms individuals are 
likely to conform.

referent power  Influence based on identification with a person 
who has desirable resources or personal traits.

reflexivity  A team characteristic of reflecting on and adjusting 
the master plan when necessary.

refreezing  Stabilizing a change intervention by balancing and 
restraining forces.

relationship conflict  Conflict based on interpersonal relationships.
representative participation  A system in which workers partici-

pate in organizational decision making through a small group 
of representative employees.

resources  Things within an individual’s control that can be used 
to resolve demands.

restraining forces  Forces that hinder movement from the existing 
equilibrium.

reward power  Compliance achieved based on the ability to dis-
tribute rewards that others view as valuable.

risk aversion  The tendency to prefer a sure gain of a moderate 
amount over a riskier outcome, even if the riskier outcome 
might have a higher expected payoff.

rituals  Repetitive sequences of activities that express and rein-
force the key values of the organization.

role  A set of expected behaviour patterns attributed to someone 
occupying a given position in a social unit.

role conflict  When an individual finds that compliance with one 
role requirement may make it difficult to comply with another.

role expectations  How others believe a person should act in a 
given situation.

role perception  An individual’s view of how he or she is supposed 
to act in a given situation.

scientific study  A methodology used to generate and confirm 
knowledge. It consists of generating hypotheses and empiri-
cally testing them using methods that ensure the objective 
reliability and validity of the results.

selective perception  Any characteristic that makes a person, 
object, or event stand out will increase the probability that it 
will be perceived.

self-concordance  The degree to which peoples’ reasons for pursu-
ing goals are consistent with their interests and core values.

self-determination theory  A theory of motivation that proposes 
that people prefer to feel they have control over their actions.

self-efficacy theory  An individual’s belief that he or she is capa-
ble of performing a task; the higher your self-efficacy, the 
more confidence you have in your ability to succeed. Also 
known as social cognitive theory or social learning theory.

self-managed work teams  Groups of 10 to 15 people who perform 
highly related or interdependent jobs and take on some 
supervisory responsibilities.

self-monitoring  A personality trait that measures an individual’s 
ability to adjust his or her behaviour to external situational 
factors.

self-serving bias  The tendency of individuals to attribute their 
own successes to internal factors and put the blame for fail-
ures on external factors.

servant leadership  A leadership style marked by going beyond the 
leader’s own self-interest and instead focusing on opportuni-
ties to help followers grow and develop.

short-term orientation  A national culture attribute that empha-
sizes the present.

simple structure  An organization structure characterized by a low 
degree of departmentalization, wide spans of control, author-
ity centralized in a single person, and little formalization.

situation strength theory  Theoretical framework that proposes 
the way that personality transfers into behaviour depends on 
the strength of the situation.

situational leadership theory (SLT)  The leadership theory that 
successful leadership depends on the followers.

skill-based pay  A pay plan that sets pay levels on the basis of how 
many skills employees have or how many jobs they can do.

skill variety  The degree to which a job requires a variety of differ-
ent activities.

social loafing  The tendency for individuals to expend less effort 
when working collectively than when working individually.

social psychology  Focuses on people’s influences on one another.
socialization  A process that adapts employees to the organiza-

tion’s culture.
sociology  The study of people in relation to their social envi-

ronment or culture.
span of control  The number of subordinates a manager directs.
status  A socially defined position or rank given to groups or group 

members by others.
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status characteristics theory  A theory that states that differences 
in status characteristics create status hierarchies within groups.

stereotyping  When we judge someone on the basis of our percep-
tion of the group to which he or she belongs.

storming stage  The second stage in group development, charac-
terized by intragroup conflict.

stress  A dynamic condition in which an individual is confronted 
with an opportunity, a demand, or a resource related to what 
the individual desires and for which the outcome is perceived 
to be both uncertain and important.

strong culture  A culture in which the core values are intensely 
held and widely shared.

subcultures  Minicultures within an organization, typically defined 
by department designations and geographical separation.

substitutes  Attributes, such as experience and training, that can 
replace the need for leadership behaviour.

surface acting  Hiding one’s inner feelings and foregoing emo-
tional expressions in response to display rules.

surface-level diversity  Differences in easily perceived character-
istics, such as gender, race, ethnicity, age, or disability, that do 
not necessarily reflect the ways people think or feel but that 
may activate certain stereotypes.

survey feedback  The use of questionnaires to identify discrepan-
cies among member perceptions; discussion follows and rem-
edies are suggested.

task conflict  Conflict over content and goals of the work.
task identity  The degree to which a job requires completion of a 

whole and identifiable piece of work.
task significance  The degree to which a job has a substantial 

impact on the lives or work of other people.
task structure  The degree to which the job assignments are pro-

ceduralized.
team building  High interaction among team members to increase 

trust and openness.
technology  The way in which an organization transfers its inputs 

into outputs.
telecommuting  Working from home at least two days a week on a 

computer that is linked to the employer’s office.
terminal values  Desirable end-states of existence; the goals a 

person would like to achieve during his or her lifetime.
theory X  The assumption that employees dislike work, are lazy, 

dislike responsibility, and must be coerced to perform.
theory Y  The assumption that employees like work, are creative, 

seek responsibility, and can exercise self-direction.
three-stage model of creativity  A model which details the causes 

and effects of creative behaviour.
traditional view of conflict  The belief that all conflict is harmful 

and must be avoided.
trait activation theory (TAT)  The theory that some situations, 

events, or interventions activate a trait more than others.
trait theories of leadership  Theories that consider personal 

qualities and characteristics that differentiate leaders from 
non-leaders.

transactional leaders  Leaders who guide or motivate their fol-
lowers in the direction of established goals by clarifying role 
and task requirements.

transformational leaders  Leaders who inspire followers to tran-
scend their own self-interests and who are capable of having 
a profound and extraordinary effect on followers.

trust  A positive expectation that another will not act opportunis-
tically.

two-factor theory  A theory that relates intrinsic factors to job 
satisfaction and associates extrinsic factors with dissatisfac-
tion. Also called motivation-hygiene theory.

uncertainty avoidance  A national culture attribute that describes 
the extent to which a society feels threatened by uncertain 
and ambiguous situations and tries to avoid them.

unfreezing  Changing to overcome the pressures of both individ-
ual resistance and group conformity.

unity of command  The idea that a subordinate should have only 
one superior to whom he or she is directly responsible.

utilitarianism  A system in which decisions are made solely on the 
basis of their outcomes or consequences and to provide the 
greatest good for the greatest number.

values  Basic convictions that a specific mode of conduct or 
endstate of existence is personally or socially preferable to 
an opposite or converse mode of conduct or end-state of 
existence.

variable-pay program  A pay plan that bases a portion of an 
employee’s pay on some individual and/or organizational 
measure of performance.

virtual organization  A small, core organization that outsources 
major business functions.

virtual teams  Teams that use computer technology to tie together 
physically dispersed members in order to achieve a common goal.

vision  A long-term strategy for attaining a goal or goals by linking 
the present with a better future for the organization.

vision statement  A formal articulation of an organization’s vision 
or mission.

voice response  One of the four responses to the exit–voice–loyalty–
neglect framework that includes actively and constructively 
attempting to improve conditions, including suggesting 
improvements, discussing problems with superiors, and under-
taking some forms of union activity.

wellness programs  Organizationally supported programs that 
focus on the employee’s total physical and mental condition.

whistle-blowers  Individuals who report unethical or illegal prac-
tices by their employers to outsiders.

workforce diversity  The concept that organizations are becom-
ing more heterogeneous in terms of gender, age, race, ethnic-
ity, sexual orientation, and inclusion of other diverse groups.

work group  A group that interacts primarily to share information 
and to make decisions to help each group member perform 
within his or her area of responsibility.

work specialization  The degree to which tasks in an organization 
are subdivided into separate jobs.

work team  A group whose individual efforts result in performance 
that is greater than the sum of the individual inputs.

zero-sum approach  An approach to negotiation that implies that 
gains on one side always require losses on the other side. This 
is often contrasted with mutual gain, or win-win styles of 
negotiation.
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