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I think that God in creating Man somewhat
overestimated his ability.

Photo: Erin Callahan. Source: Jeff Riedel/Getty Images

— Oscar Wilde
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Does Callan’s sex have a role in this? Does an interest in fashion serve to
stigmatize women more than men? Does an interest in the media (“She was a
media hound,” said one Lehman executive) cast women in a harsher light?
Even National Public Radio (NPR) seemed to emphasize Callan’s looks over
her intellect. “Blonde, beautiful and outspoken, the spotlight loved Erin Callan.
Fortune magazine called her one of four women to watch,” said NPR. “Callan
cut a striking figure in her crochet-style dress, gold dangling earrings and
high-heeled boots.” Fortune said, “She arrived like a flash—a bright, glamorous
figure.” Were such descriptions applied to the male CFOs of Goldman Sachs,
Morgan Stanley, Merrill Lynch, or Bear Stearns?
As for Callan, friends say she is at peace with herself and her situation. “I’m
living a different life,” she recently told a reporter.
Sources: P. Sellers, “The Fall of a Wall Street Highflier,” Fortune (March 22, 2010), pp. 140–148;
P. Sellers, “Erin Callan, Lehman’s Ex-CFO, Goes Public,” CNN Money (February 22, 2011), www
.cnnmoney.com/; J. Quinn, “Goldman Outshines Rival Bear Stearns,” The Telegraph (September 21,
2007), www.telegraph.co.uk/; and C. Gasparino, “Lehman Probe Begins to Square in on Former
CFO,” FOXBusiness (June 10, 2010), www.foxbusiness.com/.
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ex is but one characteristic people bring with them when they join an
organization. In this chapter, we look at how organizations work to maximize the potential contributions of a diverse workforce. We also show how
demographic characteristics such as ethnicity and individual differences in the
form of ability affect employee performance and satisfaction.
But first check out the following Self-Assessment Library, where you can
assess your views on one of the characteristics we’ll discuss in this chapter: age.

S A

L

SELF-ASSESSMENT LIBRARY

What’s My Attitude Toward Older People?
In the Self-Assessment Library (available on CD or online), take assessment IV.C.1
(What’s My Attitude Toward Older People?) and answer the following questions:
1. Are you surprised by your results?
2. How do your results compare to those of others?
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Describe the two major
forms of workforce diversity.

We aren’t all the same. This is obvious enough, but managers sometimes forget
that they need to recognize and capitalize on these differences to get the most
from their employees. Effective diversity management increases an organization’s access to the widest possible pool of skills, abilities, and ideas. Managers
also need to recognize that differences among people can lead to miscommunication, misunderstanding, and conflict. In this chapter, we’ll learn about how
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individual characteristics like age, gender, race, ethnicity, and abilities can influence employee performance. We’ll also see how managers can develop awareness about these characteristics and manage a diverse workforce effectively.

Demographic Characteristics of the U.S. Workforce

Progress Energy reflects the
demographic characteristics of the
U.S. workforce today. It is gender
balanced, multiethnic, and engaged
in learning about diversity issues
and putting them into practice.
Progress, which recently merged
with Duke Energy, encourages
employees to participate in various
network groups, diversity councils,
and training workshops, such as
the one shown here. The company
believes that recognizing and
embracing diversity maximize
employee potential, customer
satisfaction, and business success.

Source: Robert Willett / Raleigh News & Observer/Newscom

In the past, OB textbooks noted that rapid change was about to occur as
the predominantly white, male managerial workforce gave way to a genderbalanced, multiethnic workforce. Today, that change is no longer happening: it
has happened, and it is increasingly reflected in the makeup of managerial and
professional jobs. Compared to 1976, women today are much more likely to be
employed full-time, have more education, and earn wages comparable to those
of men.1 In addition, over the past 50 years the earnings gap between Whites
and other racial and ethnic groups has decreased significantly; past differences
between Whites and Asians have disappeared or been reversed.2 Workers over
the age of 55 are an increasingly large portion of the workforce as well. This
permanent shift toward a diverse workforce means organizations need to make
diversity management a central component of their policies and practices. At
the same time, however, differences in wages across genders and racial and ethnic groups persist, and executive positions in Fortune 500 corporations continue
to be held by white males in numbers far beyond their representation in the
workforce in general.
A survey by the Society for Human Resources Management shows some
major employer concerns and opportunities resulting from the demographic
makeup of the U.S. workforce.3 The aging of the workforce was consistently
the most significant concern of HR managers. The loss of skills resulting from
the retirement of many baby boomers, increased medical costs due to an aging
workforce, and many employees’ needs to care for elderly relatives topped the
list of issues. Other issues include developing multilingual training materials
and providing work–life benefits for dual-career couples.
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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.4 Demographics mostly reflect surfacelevel diversity, not thoughts and feelings, and can lead employees to perceive one
another through stereotypes and assumptions. However, evidence has shown that as
people get to know one another, they become less concerned about demographic
differences if they see themselves as sharing more important characteristics, such as
personality and values, that represent deep-level diversity.5
To understand this difference between surface- and deep-level diversity,
consider a few examples. Luis and Carol are co-workers who seem to have little
in common at first glance. Luis is a young, recently hired male college graduate
with a business degree, raised in a Spanish-speaking neighborhood in Miami.
Carol is an older, long-tenured woman raised in rural Kansas, who achieved her
current level in the organization by starting as a high school graduate and working her way through the hierarchy. At first, these co-workers may experience
some differences in communication based on their surface-level differences 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, share a common way of thinking about important work problems, like
to work collaboratively, and are interested in international assignments in the
future. These deep-level similarities will overshadow the more superficial differences between them, and research suggests they will work well together.
On the other hand, Steve and Dave are two unmarried white male college
graduates from Oregon 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, while Dave is extroverted, risk-seeking, and assertive and likes a busy,
active, and energetic work environment. Their surface-level similarity will not
necessarily lead to positive interactions because they have such 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 book, we will encounter differences between deep- and
surface-level diversity in various contexts. Individual differences in personality
and culture shape preferences for rewards, communication styles, reactions to
leaders, negotiation styles, and many other aspects of behavior in organizations.

Discrimination

2

Recognize stereotypes
and understand how they
function in organizational
settings.

Although diversity does present 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 is necessary for making
hiring decisions; noticing another is taking on leadership responsibilities
exceptionally well is necessary for making promotion decisions. Usually when we
talk about discrimination, though, we mean allowing our behavior to be 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 2-1 provides definitions and examples of some forms of discrimination in organizations. Although many of these actions are prohibited by law,
and therefore aren’t part of almost any organization’s official policies, thousands of cases of employment discrimination are documented every year, and
many more go unreported. As discrimination has increasingly come under both
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Exhibit 2-1

Forms of Discrimination

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
Unwanted sexual advances and other
verbal or physical conduct of a sexual
nature that create a hostile or offensive
work environment
Overt threats or bullying directed at
members of speciﬁc groups of employees
Jokes or negative stereotypes; sometimes
the result of jokes taken too far

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

Sexual harassment

Intimidation
Mockery and insults

Exclusion

Incivility
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Exclusion of certain people from job
opportunities, social events, discussions,
or informal mentoring; can occur
unintentionally
Disrespectful treatment, including
behaving in an aggressive manner,
interrupting the person, or ignoring
his or her opinions

Salespeople at one company went on company-paid
visits to strip clubs, brought strippers into the ofﬁce to
celebrate promotions, and fostered pervasive sexual
rumors.
African-American employees at some companies have
found nooses hanging over their work stations.
Arab-Americans have been asked at work whether
they were carrying bombs or were members of
terrorist organizations.
Many women in ﬁnance claim they are assigned to
marginal job roles or are given light workloads that
don’t lead to promotion.
Female lawyers note that male attorneys frequently
cut them off or do not adequately address their
comments.

Sources: J. Levitz and P. Shishkin, “More Workers Cite Age Bias after Layoffs,” The Wall Street Journal (March 11, 2009), pp. D1–D2; W. M. Bulkeley, “A Data-Storage Titan Confronts Bias Claims,”
The 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.

legal scrutiny and social disapproval, most overt forms have faded, which may
have resulted in an increase in more covert forms like incivility or exclusion.6
As you can see, discrimination can occur in many ways, and its effects can be
just as 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 impossible to observe and may occur simply because
the actor isn’t aware of the effects of his or her actions. Whether intentional
or not, discrimination can lead to serious negative consequences for employers, including reduced productivity and citizenship behavior, negative conflicts,
and increased turnover. Unfair 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.
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 covers some important surface-level characteristics that differentiate
members of the workforce.

surface-level diversity Differences
in easily perceived characteristics,
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.

deep-level diversity Differences

discrimination Noting of a difference

in values, personality, and work
preferences that become progressively
more important for determining
similarity as people get to know one
another better.

between things; often we refer to
unfair discrimination, which means
making judgments about individuals
based on stereotypes regarding their
demographic group.
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Biographical Characteristics

3

Identify the key biographical
characteristics and describe
how they are relevant to OB.

Biographical characteristics such as age, gender, race, disability, and length of
service are some of the most obvious ways employees differ. As discussed in
Chapter 1, this textbook is essentially concerned with finding and analyzing
the variables that affect employee productivity, absence, turnover, deviance,
citizenship, and satisfaction (refer back to Exhibit 1-4). Many organizational
concepts—motivation, say, or power and politics or organizational culture—are
hard to assess. Let’s begin, then, by looking at factors that are easily definable
and readily available—data that can be obtained, for the most part, from an
employee’s human resources (HR) file. Variations in these surface-level characteristics may be the basis for discrimination against classes of employees, so
it is worth knowing how closely related they actually are to important work outcomes. Many are not as important as people believe, and far more variation
occurs within groups sharing biographical characteristics than between them.

Age

Older employees are an integral
part of the workforce at Publix
Supermarkets, where one in five
employees is over the age of 50.
The company values the work ethic
and maturity of its senior associates
like the man shown here preparing
salmon pinwheels for customers
to sample. Publix is known for its
employment of senior citizens and
actively recruits older workers as
part of its corporate philosophy
of providing a diverse work place.
The company believes that older
workers have a strong work ethic,
many skills, and job knowledge
that they can share with younger
co-workers.

Source: s70/ZUMA Press/Newscom

The relationship between age and job performance is likely to be an issue
of increasing importance during the next decade for at least three reasons.
First, belief is widespread that job performance declines with increasing age.
Regardless of whether this is true, a lot of people believe it and act on it. Second,
as noted in Chapter 1, the workforce is aging. Many employers recognize that
older workers represent a huge potential pool of high-quality applicants.
Companies such as Borders and the Vanguard Group have sought to increase
their attractiveness to older workers by providing targeted training that meets
their needs, and by offering flexible work schedules and part-time work to draw
in those who are semi-retired.7 The third reason is U.S. legislation that, for all
intents and purposes, outlaws mandatory retirement. Most U.S. workers today
no longer have to retire at age 70.
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What is the perception of older workers? Employers hold mixed feelings.8
They see a number of positive qualities older workers bring to their jobs, such
as experience, judgment, a strong work ethic, and commitment to quality.
But older workers are also perceived as lacking flexibility and resisting new
technology. And when organizations are actively seeking individuals who are
adaptable and open to change, the negatives associated with age clearly hinder
the initial hiring of older workers and increase the likelihood they will be let go
during cutbacks.
Now let’s take a look at the evidence. What effect does age actually have
on turnover, absenteeism, productivity, and satisfaction? The older you get,
the less likely you are to quit your job. That conclusion is based on studies of
the age–turnover relationship.9 Of course, this shouldn’t be too surprising. As
workers get older, they have fewer alternative job opportunities as their skills
have become more specialized to certain types of work. Their long tenure also
tends to provide them with higher wage rates, longer paid vacations, and more
attractive pension benefits.
It’s tempting to assume that age is also inversely related to absenteeism. After
all, if older workers are less likely to quit, won’t they also demonstrate higher
stability by coming to work more regularly? Not necessarily. Most studies do show
an inverse relationship, but close examination finds it is partially a function of
whether the absence is avoidable or unavoidable.10 In general, older employees
have lower rates of avoidable absence than do younger employees. However,
they have equal rates of unavoidable absence, such as sickness absences.
How does age affect productivity? Many 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, however,
contradicts those assumptions. During a 3-year period, a large hardware chain
staffed one of its stores solely with employees over age 50 and compared its
results with those of five stores with younger employees. The store staffed by
the over-50 employees was significantly more productive (in terms of sales
generated against labor costs) than two of the stores and held its own against
the other three.11 Other reviews of the research find that age and job task
performance are unrelated and that older workers are more likely to engage in
citizenship behavior.12
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
co-workers, and are more committed to their employing organizations.13 Other
studies, however, have found a U-shaped relationship.14 Several explanations
could clear up these results, the most plausible being that these studies are
intermixing professional and nonprofessional employees. When we separate
the two types, 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.

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.
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What are the effects of discrimination against individuals on the basis of
age? One large-scale study of more than 8,000 employees in 128 companies
found that an organizational climate favoring age discrimination was associated
with lower levels of commitment to the company. This lower commitment was,
in turn, related to lower levels of organizational performance.15 Such results
suggest that combating age discrimination may be associated with higher levels
of organizational performance.

Sex
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, important differences between men and women affect job performance. There are no consistent male–female differences in problem-solving
ability, analytical skills, competitive drive, motivation, sociability, or learning ability.16 Psychological studies have found women are more agreeable
and willing to conform to authority, whereas men are more aggressive and
more likely to have expectations of success, but those differences are minor.
Given the significantly increased female participation in the workforce over
the past 40 years and the rethinking of what constitutes male and female
roles, we can assume no significant difference in job productivity between
men and women.17
Unfortunately, sex roles still affect our perceptions. For example, women
who succeed in traditionally male domains are perceived as less likable, more
hostile, and less desirable as supervisors.18 Interestingly, research also suggests
that women believe sex-based discrimination is more prevalent than do male
employees, and these beliefs are especially pronounced among women who
work with a large proportion of men.19
One issue that does seem to differ between men and women, especially
when the employee has preschool-age children, is preference for work schedules.20 Working mothers are more likely to prefer part-time work, flexible
work schedules, and telecommuting in order to accommodate their family responsibilities. Women also prefer jobs that encourage work–life balance, which has the effect of limiting their options for career advancement.
An interview study showed many of the work–life issues found in U.S. business contexts are also common in France, despite government subsidies for
child care.21
What about absence and turnover rates? Are women less stable employees
than men? First, evidence from a study of nearly 500,000 professional employees indicates significant differences, with women more likely to turn over than
men.22 Women also have higher rates of absenteeism than men do.23 The most
logical explanation is that the research was conducted in North America, and
North American culture has historically placed home and family responsibilities on women. When a child is ill or someone needs to stay home to wait for
a plumber, the woman has traditionally taken time from work. However, this
research is also undoubtedly time-bound.24 The role of women has definitely
changed over the past generation. Men are increasingly sharing responsibility
for child care, and an increasing number report feeling a conflict between their
home responsibilities and their work lives.25 One interesting finding is that
regardless of sex, parents were rated lower in job commitment, achievement
striving, and dependability than individuals without children, but mothers were
rated especially low in competence.26
Again, it is worth asking what the implications of sex discrimination are for
individuals. Research has shown that workers who experience sexual harassment
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Sexual Harassment Claims by Men

Sexual Harassment Claims Filed by Men in Selected States
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Sources: Equal Employment Opportunity Commission; D. Mattioli, “More Men Make Harassment Claims,” The Wall Street Journal (March 23, 2010), p. D4.

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 turn over.27 As with age discrimination, the evidence suggests that
combating sex discrimination may be associated with better performance for the
organization as a whole.

Myth or Science?

“Dual-Career Couples Divorce Less”

T

his statement is mostly false.
A recent large-scale study of
married couples in the United
States, the United Kingdom, and
Germany found that in all three countries
whether a wife worked outside the
home, and what she earned if she did,
had no effect on divorce rates. The
authors of this study conclude: “In no
country did a wife’s employment or
relative earnings significantly increase
the risk of dissolution.” Thus, it appears
that social critics on both the left
(dual-career couples have healthier,
happier marriages) and the right (a
traditional male working, wife at home
family structure is best) are wrong. Still,

this is a complex issue, and research on
it continues.
What about whether the husband
works outside the home? Historically,
this was quite unusual, but it is
becoming increasingly common—
wives are now the primary breadwinner
in 22 percent of U.S. couples, up from
7 percent in 1970. There is some evidence that men are less healthy and
marriages are more likely to fail when
men do not work outside the home, or
when they become unemployed while
their wives continue to work. As one
researcher noted, many married men
ask themselves, “What is my value
here if I’m not bringing in money?” One

Canadian working mother, the primary
breadwinner in her family, says, “There
is a part of me that wonders if I can
trust, if it’s safe for me to take my foot
off the gas, to hold back and relax, not
be thinking and working all the time.”
Sources: L. P. P. Cooke, “Wives’ Part-time
Employment and Marital Stability in Great
Britain, West Germany and the United
States,” Sociology 44, no. 6 (2010),
pp. 1091–1108; T. Parker-Pope, “She Works.
They’re Happy.” The New York Times
(January 24, 2010), pp. ST1, ST10; and
S. Proudfoot, “More Women Bringing Home
the Bacon, More Men Cooking It,” National
Post (October 7, 2010), www.canada.com/.
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Race and Ethnicity
Race is a controversial issue. In many cases, even bringing up the topic of race
and ethnicity is enough to create an uncomfortable silence. Indeed, evidence
suggests that some people find interacting with other racial groups uncomfortable unless there are clear behavioral scripts to guide their behavior.28
Most people in the United States identify themselves according to racial group.
The U.S. Bureau of the Census classifies individuals according to seven broad
racial categories: American Indian and Alaska Native, Asian, Black or African
American, Native Hawaiian and Other Pacific Islander, Some Other Race, White,
and Two or More Races. An ethnicity distinction is also made between native
English speakers and Hispanics: Hispanics can be of any race. We define race in
this book as the biological heritage people use to identify themselves; ethnicity is
the additional set of cultural characteristics that often overlaps with race. This
definition allows each individual to define his or her race and ethnicity.
Race and ethnicity have been studied as they relate to employment outcomes such as hiring decisions, performance evaluations, pay, and workplace
discrimination. Most research has concentrated on the differences in outcomes
and attitudes between Whites and African Americans, with little study of issues
relevant to Asian, Native American, and Hispanic populations. Doing justice to
all this research isn’t possible here, so let’s summarize a few points.
First, in employment settings, individuals tend to slightly favor colleagues
of their own race in performance evaluations, promotion decisions, and pay
raises, although such differences are not found consistently, especially when
highly structured methods of decision making are employed.29 Second, substantial racial differences exist in attitudes toward affirmative action, with African
Americans approving of such programs to a greater degree than Whites.30
This difference may reflect the fact that African Americans and Hispanics perceive discrimination to be more prevalent in the workplace.31 Third, African
Americans generally fare worse than Whites in employment decisions. They
receive lower ratings in employment interviews, receive lower job performance
ratings, are paid less, and are promoted less frequently.32 Yet there are no
statistically significant differences between African Americans and Whites in
observed absence rates, applied social skills at work, or accident rates. African
Americans and Hispanics also have higher turnover rates than Whites.
Employers’ major concern about using mental-ability tests for selection,
promotion, training, and similar employment decisions is that they may have a
negative impact on racial and ethnic groups.33 However, evidence suggests that
“despite group differences in mean test performance, there is little convincing
evidence that well-constructed tests are more predictive of educational, training, or occupational performance for members of the majority group than for
members of minority groups.”34 Observed differences in IQ test scores by racial
or ethnic group are smaller in more recent samples.35 The issue of racial differences in general mental-ability tests continues to be hotly debated.36
Does racial and ethnic discrimination lead to negative workplace outcomes?
As noted earlier, most research shows that members of racial and ethnic
minorities report higher levels of discrimination in the workplace.37 Some
research suggests that having a positive climate for diversity overall can lead to
increased sales.38

Disability
With the passage of the Americans with Disabilities Act (ADA) in 1990, the
representation of individuals with disabilities in the U.S. workforce rapidly
increased.39 According to the ADA, employers are required to make reasonable
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Source: AP Photo/Ted S. Warren

Microsoft views employees with
disabilities as valuable assets
because they help ensure that the
company’s products and services
meet all customer needs. At
the Microsoft Accessibility Lab,
employees can experience assistive
technologies and ergonomic
hardware designs that enable
them to be more productive. Kelly
Ford, who has been blind since
birth, is shown here in the lab
testing accessibility features of
the Windows operating system.
Ford also manages a team that is
working on improving Web page
browsing for all users, not just for
people with disabilities.

accommodations so their workplaces will be accessible to individuals with physical or mental disabilities.
Making inferences about the relationship between disability and employment outcomes is difficult because the term disability is so broad. The U.S.
Equal Employment Opportunity Commission classifies a person as disabled
who has any physical or mental impairment that substantially limits one or
more major life activities. Examples include missing limbs, seizure disorder,
Down Syndrome, deafness, schizophrenia, alcoholism, diabetes, and chronic
back pain. These conditions share almost no common features, so there’s no
generalization about how each condition is related to employment. Some jobs
obviously cannot be accommodated to some disabilities—the law and common
sense recognize that a blind person could not be a bus driver, a person with
severe cerebral palsy could not be a surgeon, and a person with profound
mobility constraints probably could not be a police patrol officer. However,
the increasing presence of computer technology and other adaptive devices is
shattering many traditional barriers to employment.
One of the most controversial aspects of the ADA is the provision that
requires employers to make reasonable accommodations for people with
psychiatric disabilities.40 Most people have very strong biases against those with
mental illnesses, who are therefore reluctant to disclose this information to
employers. Many who do, report negative consequences.
The impact of disabilities on employment outcomes has been explored from
a variety of perspectives. On the one hand, a review of the evidence suggests
workers with disabilities receive higher performance evaluations. However,
this same review found that despite their higher performance, individuals with
disabilities tend to encounter lower performance expectations and are less
likely to be hired.41 These negative effects are much stronger for individuals
with mental disabilities, and there is some evidence to suggest mental disabilities
may impair performance more than physical disabilities: Individuals with such
common mental health issues as depression and anxiety are significantly more
likely to be absent from work.42
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Several studies have examined participants who received résumés that were
identical, except that some mentioned a disability. The résumés that mentioned
mental illness or a physical disability were associated with much lower ratings
for perceived employability, especially in jobs requiring a great deal of personal
contact with the public.43 Employability ratings for individuals with mental
illnesses were especially low. Similarly, when given randomly manipulated
academic portfolios, students preferred not to work with individuals who
had a learning disability even though there were no effects of disability on
performance ratings or expectations.44
Contrast these selection-oriented results with studies showing that the
accomplishments of those with disabilities are often rated as more impressive
than the same accomplishments in people without disabilities. Participants
watched three individuals completing a carpentry task, one of whom was
described as having recently been hospitalized for a debilitating mental illness.45
The raters consistently gave that person higher performance ratings. In this
case, it may be that disabled individuals were being treated as an outgroup in
need of special help. Similarly, when disability status is randomly manipulated
among hypothetical candidates, disabled individuals are rated as having
superior personal qualities like dependability and potency.46

Other Biographical Characteristics: Tenure, Religion,
Sexual Orientation, and Gender Identity
The last set of biographical characteristics we’ll look at includes tenure, religion, sexual orientation, and gender identity.
Tenure Except for gender and racial differences, few issues are more subject to
misconceptions and speculations than the impact of seniority on job performance.
Extensive reviews have been conducted of the seniority–productivity
relationship.47 If we define seniority as time on a particular job, the most recent
evidence demonstrates a positive relationship between seniority and job
productivity. So tenure, expressed as work experience, appears to be a good
predictor of employee productivity.
The research relating tenure to absence is quite straightforward. Studies
consistently show seniority to be negatively related to absenteeism.48 In fact,
in terms of both frequency of absence and total days lost at work, tenure is the
single most important explanatory variable.49
Tenure is also a potent variable in explaining turnover. The longer a person
is in a job, the less likely he or she is to quit.50 Moreover, consistent with research
suggesting past behavior is the best predictor of future behavior, evidence
indicates tenure at an employee’s previous job is a powerful predictor of that
employee’s future turnover.51
Evidence indicates tenure and job satisfaction are positively related.52 In
fact, when age and tenure are treated separately, tenure appears a more consistent and stable predictor of job satisfaction than age.
Religion Not only do religious and nonreligious people question each other’s
belief systems; often people of different religious faiths conflict. As the war in
Iraq and the past conflict in Northern Ireland demonstrate, violent differences
can erupt among sects of the same religion. U.S. federal law prohibits employers from discriminating against employees based on their religion, with very few
exceptions. However, that doesn’t mean religion is a nonissue in OB.
Perhaps the greatest religious diversity issue in the United States today
revolves around Islam. There are nearly 2 million Muslims in the United States,
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An Ethical Choice

Religious Tattoos

C

onsidering
situation . . .

the

following

Edward practices the Kemetic religion,
based on ancient Egyptian faith, and
affiliates himself with a tribe numbering fewer than ten members. He states
that he believes in various deities and
follows the faith’s concept of Ma’at, a
guiding principle regarding truth and
order that represents physical and
moral balance in the universe. During
a religious ceremony he received small
tattoos encircling his wrist, written in
the Coptic language, which express
his servitude to Ra, the Egyptian god
of the sun. When his employer asks
him to cover the tattoos, he explains

that it is a sin to cover them intentionally because doing so would signify a
rejection of Ra.

If you were Edward’s employer, how
would you respond to his request? If
several valued customers objected to
Edward’s tattoos, would it affect your
response?
It may surprise you to learn that
the Equal Employment Opportunity
Commission (EEOC), the chief regulatory agency that enforces laws against
workplace discrimination, holds that
Edward’s employer may not ask him to
cover his tattoos. The seeming strangeness of Edward’s religious views is
not legally relevant. The EEOC notes,

“These can be religious beliefs and practices even if no one else or few other
people subscribe to them.” If Edward’s
tattoos did not emanate from sincere
religious beliefs, however, the employer
could ask him to cover them.
The upshot: Diversity, ethics, and
legal compliance are not always the
same thing. Sometimes what is legal
is not what you might do, and sometimes what you might do is not legal.
Source: N. C. Earp, “Unique Belief Can
Be Religious,” EEOC Compliance Manual
(downloaded April 27, 2011), www.eeoc
.gov/policy/docs/religion.html.

and across the world Islam is one of the most popular religions. There are a
wide variety of perspectives on Islam. As one Islamic scholar has noted, “There
is no such thing as a single American Muslim community, much as there is no
single Christian community. Muslims vary hugely by ethnicity, faith, tradition,
education, income, and degree of religious observance.”53 For the most part,
U.S. Muslims have attitudes similar to those of other U.S. citizens (though the
differences tend to be greater for younger U.S. Muslims). Still, there are both
perceived and real differences. Nearly four in ten U.S. adults admit they harbor
negative feelings or prejudices toward U.S. Muslims, and 52 percent believe
U.S. Muslims are not respectful of women. Some take these general biases a
step further. Motaz Elshafi, a 28-year-old software engineer for Cisco Systems,
born and raised in New Jersey, received an e-mail from a co-worker addressed
“Dear Terrorist.” Research has shown that job applicants in Muslim-identified
religious attire who applied for hypothetical retail jobs in the United States had
shorter, more interpersonally negative interviews than applicants who did not
wear Muslim-identified attire.54
Faith can be an employment issue when religious beliefs prohibit or encourage certain behaviors. Based on their religious beliefs, some pharmacists refuse
to hand out RU-486, the “morning after” abortion pill. Many Christians do not
believe they should work on Sundays, and many conservative Jews believe they
should not work on Saturdays. Religious individuals may also believe they have
an obligation to express their beliefs in the workplace, and those who do not
share those beliefs may object. Perhaps as a result of different perceptions of
religion’s role in the workplace, religious discrimination claims have been a
growing source of discrimination claims in the United States.
Sexual Orientation and Gender Identity Employers differ widely in their treatment of sexual orientation. Federal law does not prohibit discrimination against
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employees based on sexual orientation, though many states and municipalities
do. In general, observers note that even in the absence of federal legislation
requiring nondiscrimination, many organizations have implemented policies
and procedures protecting employees on the basis of sexual orientation.55
Raytheon, builder of Tomahawk cruise missiles and other defense systems,
offers domestic-partner benefits, supports a wide array of gay rights groups, and
wants to be an employer of choice for gays. The firm believes these policies give it
an advantage in the ever-competitive market for engineers and scientists. Raytheon
is not alone. More than half the Fortune 500 companies offer domestic-partner
benefits for gay couples, including American Express, IBM, Intel, Morgan Stanley,
Motorola, and Walmart. Some companies oppose domestic-partner benefits or
nondiscrimination clauses for gay employees. Among these are Alltel, ADM,
ExxonMobil, H. J. Heinz, Nissan, Nestlé, and Rubbermaid.56 Despite some gains,
many lesbian, gay, and bisexual employees keep their gender identity from their
co-workers for fear of being discriminated against.57
As for gender identity, companies are increasingly putting in place policies
to govern how their organization treats employees who change genders (often
called transgender employees). In 2001, only eight companies in the Fortune 500 had
policies on gender identity. By 2006, that number had swelled to 124. IBM is one
of them. Brad Salavich, a diversity manager for IBM, says, “We believe that having
strong transgender and gender identification policies is a natural extension of
IBM’s corporate culture.” Dealing with transgender employees requires some
special considerations, such as for bathrooms, employee names, and so on.58

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 abilities. 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, it’s unlikely you can act as well as Scarlett
Johansson, play basketball as well as LeBron James, write as well as J. K. Rowling,
or play the guitar as well as Pat Metheny. 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 his or 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

4

Define intellectual ability
and demonstrate its
relevance to OB.

Intellectual abilities are abilities needed to perform mental activities—thinking,
reasoning, and problem solving. Most societies place 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

Ability

Exhibit 2-2

Dimensions of Intellectual Ability

Dimension

Description

Job Example

Number aptitude

Ability to do speedy and accurate
arithmetic
Ability to understand what is read
or heard and the relationship of
words to each other
Ability to identify visual similarities
and differences quickly and
accurately
Ability to identify a logical sequence
in a problem and then solve the
problem

Accountant: Computing the sales tax on a set of items

Verbal comprehension

Perceptual speed

Inductive reasoning

Deductive reasoning
Spatial visualization

Memory
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Ability to use logic and assess the
implications of an argument
Ability to imagine how an object
would look if its position in space
were changed
Ability to retain and recall past
experiences

Plant manager: Following corporate policies on hiring

Fire investigator: Identifying clues to support a charge of arson

Market researcher: Forecasting demand for a product in the
next time period
Supervisor: Choosing between two different suggestions
offered by employees
Interior decorator: Redecorating an office

Salesperson: Remembering the names of customers

groups. Intelligence quotient (IQ) tests, for example, are designed to ascertain
a person’s general intellectual abilities. So, too, are popular college admission
tests, such as the SAT and ACT and graduate admission tests in business
(GMAT), law (LSAT), and medicine (MCAT). Testing firms don’t claim their
tests assess intelligence, but experts know they do.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 2-2 describes these dimensions.
Intelligence dimensions are positively related, so if you score high on verbal
comprehension, 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 important work-related outcomes when considered
individually.61 However, they 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 measures of intellectual abilities
generalize across cultures. Thus, someone in Venezuela or Sudan does not
have a different set of mental abilities than a U.S. or Czech worker. There is
some evidence that IQ scores vary to some degree across cultures, but those
differences are much smaller when we take into account educational and
economic differences.62
Jobs differ in the demands they place on intellectual abilities. The more
complex a job in terms of information-processing demands, the more general
intelligence and verbal abilities will be necessary to perform successfully.63

ability An individual’s capacity to

intellectual abilities The capacity

general mental ability (GMA) An

perform the various tasks in a job.

to do mental activities—thinking,
reasoning, and problem solving.

overall factor of intelligence, as
suggested by the positive correlations
among specific intellectual ability
dimensions.
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glOBalization!

Images of Diversity from Around the Globe

A

national identities, the country’s leaders have also prioritized these celebrations as a moment to emphasize the
shared identity of being Singaporean.
Brazil is a similarly diverse country; the
major demographic groups addressed
by Brazilian diversity policies include
African descendant, European descendant, and Asian descendant, as well as
disability status. Research suggests
that diversity programs are relatively
new to Brazil compared to Europe and
North America, but companies are
coming to see diversity management
as a major component of their human
resources systems. In India, diversity
management often means addressing
differences in social class and caste
that do not arise in other countries,
with affirmative action programs mandating the number of individuals from
lower castes who must be included in
management positions for some types
of organizations.
Multinational organizations will have
to carefully consider how to create
diversity strategies given the variety

s economic globalization
continues to expand, the very
idea of diversity management
must expand to include a diversity
of cultures and situations. Attitudes
toward diversity programs range
greatly across countries, with the
idea of what constitutes a “diverse”
workforce differing by culture and
the demography of the country. The
role of women in the workplace also
varies, with some countries valuing
sexual equality more than others.
Other categories of diversity, like
sexual orientation, are not recognized
in some countries but are important
elements of the diversity picture in
others. A consideration of three international examples helps illustrate how
diverse diversity programs can be.
In Singapore, diversity has become
part of the national agenda. On “Racial
Harmony Day,” street carnivals are
held to celebrate the nation’s unique
status as a crossroads of Chinese,
Malay, Indian, and other cultures.
Besides applauding these distinct

of perspectives on diversity across
countries. Many countries require
specific targets and quotas for achieving affirmative action goals, whereas
the legal framework in the United
States specifically forbids their use.
Some countries have strong prohibitions on sexual harassment, whereas
in other countries behavior unacceptable in U.S. workplaces is common.
Effectively managing diversity in
multinational organizations is clearly a
challenge of the global marketplace.
Sources: Based on D. P. S. Goh, “State
Carnivals and the Subvention of Multiculturalism in Singapore,” The British
Journal of Sociology 62 (2011), pp. 111–133;
C. J. C. Jabbour, F. S. Gordono,
J. H. C. de Olivera, J. C. Martinez, and
R. A. G. Battistelle, “Diversity Management:
Challenges, Benefits, and the Role of
Human Resource Management in Brazilian
Organizations,” Equality, Diversity, and
Inclusion: An International Journal 30 (2011),
pp. 58–74; and F. L. Cooke and D. S. Saini,
“Diversity Management in India: A Study of
Organizations in Different Ownership Forms
and Industrial Sectors,” Human Resource
Management 49 (2010), pp. 477–500.

Where employee behavior 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.
It might surprise you that the most widely used intelligence test in hiring
decisions takes only 12 minutes to complete. It’s the Wonderlic Cognitive
Ability Test. There are different forms, and each has 50 questions. Here are a
few examples:
●
●

When rope is selling at $0.10 a foot, how many feet can you buy for $0.60?
Assume the first two statements are true. Is the final one:
1. True.
2. False.
3. Not certain.
a. The boy plays baseball.
b. All baseball players wear hats.
c. The boy wears a hat.

The Wonderlic measures both speed (almost nobody has time to answer
every question) and power (questions get harder as you go along), so the

Ability
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average score is pretty low—about 21/50. And because it is able to provide valid
information cheaply (for $5 to $10/applicant), more companies are using the
Wonderlic in hiring decisions. The Factory Card & Party Outlet, with 182 stores
nationwide, uses it. So do Subway, Peoples Flowers, Security Alarm, Workforce
Employment Solutions, and many others. Most of these companies don’t give up
other hiring tools, such as application forms or interviews. Rather, they add the
Wonderlic for its ability to provide valid data on applicants’ intelligence levels.
Interestingly, 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

5

Contrast intellectual and
physical ability.

Though the changing nature of work suggests intellectual abilities are increasingly important 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 These are described
in Exhibit 2-3. Individuals differ in the extent to which they have each of
these abilities. Not surprisingly, there is also little relationship among them:
a high score on one is no assurance 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.

Exhibit 2-3

Nine Basic Physical Abilities

Strength Factors
1. Dynamic strength
2. Trunk strength
3. Static strength
4. Explosive strength

Ability to exert muscular force repeatedly or continuously
over time
Ability to exert muscular strength using the trunk
(particularly abdominal) muscles
Ability to exert force against external objects
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 different
parts of the body

8. Balance

Ability to maintain equilibrium despite forces pulling off
balance
Ability to continue maximum effort requiring prolonged
effort over time

9. Stamina

physical abilities The capacity to do
tasks that demand stamina, dexterity,
strength, and similar characteristics.

56

CHAPTER 2

Diversity in Organizations

The Role of Disabilities
The importance of ability at work obviously creates problems when we attempt
to formulate 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.

Implementing Diversity Management Strategies

MyManagementLab
For an interactive application of this
topic, check out this chapter’s
simulation activity at
www.mymanagementlab.com.

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 advertisements in publications geared toward specific demographic
groups; recruiting at colleges, universities, and other institutions with significant
numbers of underrepresented minorities; and forming partnerships with
associations like the Society for Women Engineers or the Graduate Minority
Business Association. These efforts can be successful, and 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
materials. Advertisements depicting groups of diverse employees are seen as
more attractive to women and racioethnic minorities, which is probably why
most organizations depict workforce diversity prominently in their recruiting
materials. Diversity advertisements that fail to show women and minorities
in positions of organizational leadership send a negative message about the
diversity climate at an organization.66
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. Fortunately,
ensuring that hiring is bias-free does appear to work. Where managers use
a well-defined protocol for assessing applicant talent and the organization
clearly prioritizes nondiscrimination policies, qualifications become far more
important in determining who gets hired than demographic characteristics.67
Organizations that do not discourage discriminatory behavior are more likely
to see problems.
Similarity in personality appears to affect career advancement. Those whose
personality traits are similar to those of their co-workers are more likely to be
promoted than those whose personalities are different.68 There’s an important
qualifier to these results: in collectivistic cultures, similarity to supervisors is
more important for predicting advancement, whereas in individualistic cultures,
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Source: AP Photo/Katsumi Kasahara

In Japan, Nissan Motor Company
is helping female employees
develop their careers at the
firm’s manufacturing plants and
car dealerships. Nissan provides
women, such as the assembly-line
worker shown here, with training
programs to develop skills and the
one-on-one counseling services of
career advisors. Nissan also posts
career interviews on its corporate
intranet with women who have
made significant contributions
to the company and serve as role
models for other female employees.
For Nissan, developing the talents
of women is a strategic imperative
for its business success.

similarity to peers is more important. Once again, deep-level diversity factors
appear to be more important in shaping people’s reactions to one another than
surface-level characteristics.
Evidence from a study of more than 6,000 workers in a major retail organization indicated that in stores with a less supportive diversity climate, African
Americans or Hispanics made significantly fewer sales than White employees,
but when the diversity climate was positive, Hispanics and Whites sold about the
same amount and African Americans made more sales than Whites.69 Whites
sold about the same amount whether there was a positive diversity climate or
not, but African Americans and Hispanics sold far more when there was. There
are obvious bottom-line implications of this research: stores that fostered a
positive diversity climate were able to capitalize on their diverse workforce and
make more money.
Some data suggest individuals who are demographically different from their
co-workers are more likely to feel low commitment and to turn over: women are
more likely to turn over from predominantly male work groups and men from
predominantly female work groups; non-Whites are more likely to turn over
from predominantly White work groups and Whites from predominantly nonWhite work groups.70 However, this behavior is more prominent among new
hires. After people become better acquainted with one another, demographic
differences are less consistently related to turnover. One very large-scale study
showed a positive diversity climate was related to higher organizational commitment and lower turnover intentions among African-American, Hispanic, and
White managers.71 In other words, all workers appeared to prefer an organization that values diversity.

diversity management The process
and programs by which managers
make everyone more aware of and
sensitive to the needs and differences
of others.
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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 these group attributes are likely to suffer.
Does diversity help or hurt group performance? The answer is “yes.” In
some cases, diversity in traits can hurt team performance, whereas in others it
can facilitate it.72 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 help or hurt 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, 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 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 a group that mixes
leaders and followers.
Regardless of the composition of the group, differences can be leveraged
to achieve superior performance. The most important way is to emphasize the
higher-level similarities among members.73 In other words, 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 transformational
leaders (who emphasize higher-order goals and values in their leadership style)
are more effective in managing diverse teams.74

Effective Diversity Programs

6

Describe how organizations
manage diversity effectively.

Organizations use a variety of efforts to capitalize on diversity, including the
recruiting and selection policies we have already discussed, as well as training
and development practices. 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
characteristics. 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 perspective can be a valuable way to
improve performance for everyone.75
Much concern about diversity has to do with fair treatment.76 Most negative
reactions to employment discrimination are based on the idea that discriminatory treatment is unfair. Regardless of race or gender, people are generally in
favor of diversity-oriented programs, including affirmative action, if they believe
the policies ensure everyone a fair opportunity to show their skills and abilities.
A major study of the consequences of diversity programs came to what might
seem a surprising conclusion.77 Organizations that provided diversity training were not consistently more likely to have women and minorities in upper
management positions than organizations that did not. On closer examination
though, these results are not surprising. Experts have long known that one-shot
training sessions without strategies to encourage effective diversity management back on the job are not likely to be very effective. Some diversity programs
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NASCAR, an American sport with
a worldwide following, promotes
diversity within its organization
and throughout the motorsports
industry. Through its Drive to
Diversity program, NASCAR ensures
that everyone is given a fair
opportunity to show and develop
his or her skills and abilities. The
program seeks to develop minority
and female drivers and crew
members as shown in this photo.
Drivers participate in a scouting
combine and earn the chance
to compete with an established
NASCAR team for a full season. And
after completing their training,
crew member trainees can compete
with a racing team.

are truly effective in improving representation in management. They include
strategies to measure the representation of women and minorities in managerial
positions, and they hold 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) if the perceiver is
motivated and able to consider a new perspective on others, (3) if the perceiver
engages in stereotype suppression and generative thought in response to the
diversity experience, and (4) if the positive experience of stereotype undermining is repeated frequently.78 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. They 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 could
well backfire. A case study of the multinational Finnish 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
frameworks of each country in which it operated.79
To ensure the top-level management team represents the diversity of its workforce and client base, Safeway implemented the Retail Leadership Development
(RLD) Program, a formal career development program. This program is open
to all employees, so it is inclusive, but women and underrepresented racial or
ethnic groups are particularly encouraged to participate. Interested individuals take a series of examinations to determine whether they have management
potential. Those who perform well on the tests are provided with work in roles
that expose them to managerial opportunities. The program’s comprehensive
nature is underscored by its additional support activities: All managers attend
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workshops that help them bring diversity concerns front and center in their
staff meetings. They are also charged with providing promising RLD participants with additional training and development opportunities to ensure they
have the skills needed for advancement. The program incorporates the type
of accountability we have said is crucial to the success of diversity efforts; performance bonuses are provided to managers who meet concrete diversity
goals. This program has shown real success: the number of White women store
managers has increased by 31 percent since its inception, and the number of
women-of-color store managers has increased by 92 percent.80

MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Summary and Implications for Managers
This chapter looked at diversity from many perspectives. We paid particular
attention to three variables—biographical characteristics, ability, and diversity
programs. Let’s summarize what we found and consider its importance for a
manager trying to understand organizational behavior.
●

●

●

●

●

●

We can readily observe biographical characteristics, but that doesn’t
mean we should explicitly use them in management decisions. Most
research shows fairly minimal effects of biographical characteristics on
job performance. We also need to be aware of implicit biases we or other
managers may have.
An effective selection process will improve the fit between employees
and job requirements. A job analysis will provide information about jobs
currently being done and the abilities individuals need to perform the
jobs adequately. Applicants can then be tested, interviewed, and evaluated
on the degree to which they possess the necessary abilities.
Promotion and transfer decisions affecting individuals already in the organization’s employ should reflect candidates’ abilities. As with new employees, care should be taken to assess critical abilities incumbents will need
in the job and match those with the organization’s human resources.
To accommodate employees with disabilities, managers can improve the
fit by fine-tuning the job to better match an incumbent’s abilities. Often,
modifications with no significant impact on the job’s basic activities, such
as changing equipment or reorganizing tasks within a group, can better
adapt work to the specific talents of a given employee.
Diversity management must be an ongoing commitment that crosses all
levels of the organization. Group management, recruiting, hiring, retention, and development practices can all be designed to leverage diversity
for the organization’s competitive advantage.
Policies to improve the climate for diversity can be effective, so long as
they are designed to acknowledge all employees’ perspectives. One-shot
diversity training sessions are less likely to be effective than comprehensive programs that address the climate for diversity at multiple levels.

Summary and Implications for Managers

Men Have More Mathematical Ability Than Women
POINT

H

arvard’s Larry Summers was forced to resign from
his job as president of the university for claiming that
women have different abilities than men, but there is
some truth to the claim. Evidence reliability indicates significant
gender differences in mathematical test scores.
To be sure, there are many, many women whose mathematical and scientific prowess far surpasses that of many men. The
distributions overlap to a considerable degree.
It is also true that most research shows that overall intelligence doesn’t differ between genders: women are as smart
as men. But the fact of the matter is, the way in which men and
women are smart is, on average, different. Women tend to have
significantly higher scores on verbal ability measures and men
tend to have significantly higher scores on measures of mathematical ability.
Many sociologists and educational psychologists argue
that these differences are explained by socialization: boys are
socialized toward and rewarded for mathematical prowess,
whereas girls are pointed toward and expected to excel in writing and reading.
These socialization arguments, however, ignore some cold,
hard truths that have been uncovered in the latest research. We
know from neural imaging research that men’s and women’s
brains differ. Men tend to show higher activation in the area
of the brain responsible for mathematical and for spatial
operations. Women, in contrast, tend to have better bilateral
communication (the right and left sides of their brain communicate better), which is vital to reading comprehension and written and oral expression. Do we really think a child’s third-grade
teacher caused these differences?
No reasonable person suggests that boys and girls should
be steered into different occupations based on these findings.
Men and women should pursue the occupations that suit their
abilities and that they will find rewarding. But should our pursuit
of egalitarianism blind us to scientific findings that suggest the
obvious: men and women are not exactly alike?

COUNTERPOINT

W

omen make up about half the new entrants in the
professions of law, medicine, and dentistry. They are
the vast majority of veterinarians. Yet they remain
woefully underrepresented in science, mathematics, and technology positions. For example, only about one in five of recent
entrants into engineering graduate programs are women, and
in natural sciences and computer science departments at the
top universities, fewer than one in ten tenured professors are
women. If women are at such a disadvantage in terms of math
and science abilities, why are they better represented in some
occupations than others? Differing motivations produced by
teacher and parent expectations are the answer. If we think
women aren’t natural engineers, then we learn to steer girls
away from such career choices.
It is true there are gender differences in math test scores,
but those differences are not large. And often ignored is a
widely documented phenomenon: among the very young,
girls outperform boys on math (as well as on other) tests. By
adolescence, this advantage reverses and boys outperform
girls. If socialization and school experiences do not explain this
result, what does?
Moreover, we know that a large part of the reason fewer
women enter science, technology, engineering, and mathematical (STEM) positions is not ability but motivation. Research
indicates that women perceive careers in STEM fields to be
less interpersonally fulfilling, and this explains their gravitation
toward other fields. If we are concerned about sex differences
in participation in these fields, we need to be concerned with
the motivational effects of these perceptions, not with any
presumed differences in male and female abilities.

Sources: Based on A. B. Diekman, E. R. Brown, A. M. Johnston, and E. K. Clark, “Seeking Congruity between Goals and Roles:
A New Look at Why Women Opt Out of Science, Technology, Engineering, and Mathematics Careers,” Psychological Science
21, no. 8 (2010), pp. 1051–1057; S. J. Ceci and W. Williams, “Sex Differences in Math-Intensive Fields,” Current Directions
in Psychological Science 19, no. 5 (2010), pp. 275–279; and J. Tierney, “Legislation Won’t Close Gender Gap in Sciences,”
The New York Times (June 14, 2010), pp. 1–4.
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QUESTIONS FOR REVIEW

1
2

What are the two major forms of workforce diversity?

What are stereotypes and how do they function in
organizational settings?

3

4
5
6

What is intellectual ability and how is it relevant to OB?
How can you contrast intellectual and physical ability?
How do organizations manage diversity effectively?

What are the key biographical characteristics and how
are they relevant to OB?

EXPERIENTIAL EXERCISE

Feeling Excluded

This six-step exercise takes approximately 20 minutes.
Individual Work (Steps 1 and 2)
1. All participants are asked to recall a time when they have
felt uncomfortable or targeted because of their demographic status. Ideally, situations at work should be used,
but if no work situations come to mind, any situation
will work. Encourage students to use any demographic
characteristic they think is most appropriate, so they can
write about feeling excluded on the basis of race, ethnicity, gender, age, disability status, religion, or any other
characteristic. They should briefly describe the situation,
what precipitated the event, how they felt at the time,
how they reacted, and how they believe the other party
could have made the situation better.
2. The instructor asks the students to then think about a
time when they might have either deliberately or accidentally done something that made someone else feel
excluded or targeted because of their demographic
status. Once again, they should briefly describe the
situation, what precipitated the event, how they felt at
the time, how the other person reacted, and how they
could have made the situation better.
Small Groups (Steps 3 and 4)
3. Once everyone has written their descriptions, divide
the class into small groups of not more than four

ETHICAL DILEMMA

people. If at all possible, try to compose groups that
are somewhat demographically diverse, to avoid
intergroup conflicts in the class review discussion.
Students should be encouraged to discuss their
situations and consider how their experiences were
similar or different.
4. After reading through everyone’s reactions, each
group should develop a short list of principles for
how they personally can avoid excluding or targeting
people in the future. Encourage them to be as
specific as possible, and also ask each group to find
solutions that work for everyone. Solutions should
focus on both avoiding these situations in the first
place and resolving them when they do occur.
Class Review (Steps 5 and 6)
5. Members of each group are invited to provide a very
brief summary of the major principles of how they’ve
felt excluded or targeted, and then to describe their
groups’ collective decisions regarding how these
situations can be minimized in the future.
6. The instructor should lead a discussion on how
companies might be able to develop comprehensive
policies that will encourage people to be sensitive in
their interactions with one another.

Board Quotas

That women are underrepresented on boards of directors
is an understatement. In the United States, only 15 percent
of board members among the Fortune 500 are women.
Among the 100 largest companies in Great Britain, women
hold approximately 12 percent of board seats, a representation that has changed little over the past 5 years. In the
European Union (EU) more generally, only 9.7 percent of
the directors of the 300 largest companies are women. In
China and India, the figure is roughly half that.
In response to such underrepresentation, many EU
countries—including France, Spain, and Norway—have

instituted compulsory quotas for female representation on
boards. Great Britain has guidelines and recommendations.
A 2011 official British government report recommended
that women make up at least 25 percent of the boards of
the largest British companies. Under the recommended
guidelines, companies would be required to announce
their board composition goals to their shareholders and
state clearly how they plan on meeting them. France passed
a law in 2011 that requires large companies to fill at least
40 percent of board seats with female members within the
next six years. Spain has a similar quota in place.

Case Incident 1

Questions
1. Given that women participate in the labor force
in roughly the same proportion as men, why do
you think women occupy so few seats on boards
of directors?
2. Do you agree with the quotas established in many EU
countries? Why or why not?
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3. Beyond legal remedies, what do you think can be
done to increase women’s representations on boards
of directors?
4. One recent study found no link between female representation on boards of directors and these companies’
corporate sustainability or environmental policies. The
study’s author expressed surprise at the findings. Do
the findings surprise you? Why or why not?

Sources: J. Werdigier, “In Britain, a Push for More Women on Boards of Large Companies,” The New York
Times (February 25, 2011), p. B3; and J. Galbreath, “Are There Gender-Related Influences on Corporate
Sustainability? A Study of Women on Boards of Directors,” Journal of Management & Organization 17,
no. 1 (2011), pp. 17–38.

CASE INCIDENT 1

The Flynn Effect

Given that a substantial amount of intellectual ability is
inherited, it might surprise you to learn that intelligence test
scores are rising. In fact, scores have risen so dramatically
that today’s great-grandparents seem mentally deficient by
comparison. First, let’s review the evidence for rising test
scores. Then we’ll review explanations for the results.
On an IQ scale where 100 is the average, scores have
been rising about 3 points per decade, meaning if your
grandparent scored 100, the average score for your
generation would be around 115. That’s a pretty big
difference—about a standard deviation, meaning someone
from your grandparent’s generation whose score was at the
84th percentile would be only average (50th percentile) by
today’s norms.
James Flynn is a New Zealand researcher credited
with first documenting the rising scores. He reported the
results in 1984, when he found that almost everyone who
took a well-validated IQ test in the 1970s did better than
those who took one in the 1940s. The results appear to
hold up across cultures. Test scores are rising not only in
the United States but in most other countries in which the
effect has been tested, too.
What explains the Flynn effect? Researchers are not
entirely sure, but some of the explanations offered are these:
1. Education. Students today are better educated than
their ancestors, and education leads to higher test scores.
2. Smaller families. In 1900, the average couple had
four children; today the number is fewer than two. We
know firstborns tend to have higher IQs than other
children, probably because they receive more attention than their later-born siblings.

3. Test-taking savvy. Today’s children have been tested
so often that they are test-savvy: they know how to take
tests and how to do well on them.
4. Genes. Although smart couples tend to have fewer,
not more, children (which might lead us to expect
intelligence in the population to drop over time), it’s
possible that due to better education, tracking, and
testing, those who do have the right genes are better
able to exploit those advantages. Some genetics
researchers also have argued that if genes for intelligence carried by both parents are dominant, they
win out, meaning the child’s IQ will be as high as or
higher than those of the parents.
Despite the strong heritability of IQ, researchers continue to pursue mechanisms that might raise IQ scores.
Factors like brain exercises (even video games) and regular physical exercise seem to at least temporarily boost
brain power. Other recent research in neuroscience has
had difficulty pinpointing physical mechanisms that can
lead to a boost in IQ, although researchers propose that a
focus on brain chemicals like dopamine may lead, in time,
to drugs that can boost IQ chemically.
Questions
1. Do you believe people are really getting smarter? Why
or why not?
2. Which of the factors explaining the Flynn effect do
you accept?
3. If the Flynn effect is true, does this undermine the
theory that IQ is mostly inherited? Why or why not?

Sources: Based on S. Begley, “Sex, Race, and IQ: Off Limits?” Newsweek (April 20, 2009), www.newsweek
.com; M. A. Mingroni, “Resolving the IQ Paradox: Heterosis as a Cause of the Flynn Effect and Other
Trends,” Psychological Review (July 2007), pp. 806–829; and S. Begley, “Can You Build a Better Brain?”
Newsweek (January 10, 2011), www.newsweek.com.
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Increasing Age Diversity in the Workplace

Over the past century, the average age of the workforce
has continually increased as medical science continues
to enhance longevity and vitality. The fastest-growing
segment of the workforce is individuals over the age of 55.
Recent medical research is exploring techniques that
could extend human life to 100 years or more. In addition,
the combination of laws prohibiting age discrimination
and elimination of defined-benefit pension plans means
that many individuals continue to work well past the traditional age of retirement.
Unfortunately, older workers face a variety of
discriminatory attitudes in the workplace. Researchers
scanned more than 100 publications on age discrimination
to determine what types of age stereotypes were most
prevalent across studies. They found that stereotypes
suggested job performance declined with age, counter to
empirical evidence presented earlier in this chapter that
relationships between age and core task performance are
essentially nil. Stereotypes also suggest that older workers
are less adaptable, less flexible, and incapable of learning
new concepts. Research, on the other hand, suggests they
are capable of learning and adapting to new situations
when these are framed appropriately.

Organizations can take steps to limit age discrimination
and ensure that employees are treated fairly regardless of
age. Many of the techniques to limit age discrimination
come down to fundamentally sound management practices
relevant for all employees: set clear expectations for
performance, deal with problems directly, communicate
with workers frequently, and follow clear policies and
procedures consistently. In particular, management
professionals note that clarity and consistency can help
ensure all employees are treated equally regardless of age.
Questions
1. What changes in employment relationships are likely
to occur as the population ages?
2. Do you think increasing age diversity will create new
challenges for managers? What types of challenges do
you expect will be most profound?
3. How can organizations cope with differences related
to age discrimination in the workplace?
4. What types of policies might lead to charges of age
discrimination, and how can they be changed to
eliminate these problems?

Sources: Based on D. Stipp, “The Anti-Aging Revolution,” Fortune (June 14, 2010), pp. 124–130;
R. A. Posthuma and M. A. Campion, “Age Stereotypes in the Workplace: Common Stereotypes, Moderators,
and Future Research Directions,” Journal of Management 35 (2009), pp. 158–188; and H. Perlowski, “With
an Aging Workforce, a Rising Risk of Discrimination Claims,” Workforce Management Online (July 2008),
www.workforce.com.
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WHAT DOES SAS STAND FOR?

M
LEARNING
OBJECTIVES
After studying this chapter,
you should be able to:

1

Contrast the three
components of an attitude.

2

Summarize the relationship
between attitudes and
behavior.

3

Compare and contrast the
major job attitudes.

4

Define job satisfaction
and show how we can
measure it.

5

Summarize the main causes
of job satisfaction.

6

Identify four employee
responses to dissatisfaction.

ost of you probably are not familiar with SAS Institute, Inc. Is it
a think-tank? An educational program to teach children manners? No, SAS (originally Statistical Analysis System) is a Cary,
North Carolina–based software company, and one that happens to be the
best place to work in the United States in 2011 (as it was in 2010), according
to Fortune magazine.
Founded by North Carolina State University graduate student Anthony J.
Barr, SAS quickly established itself as one of the largest developers of statistical software (where its main rival was and continues to be Chicago-based
SPSS, now a division of IBM). Part of the secret of SAS’s growth and success is
that it has branched off into other software markets, such as business planning and support, quality improvement, data storage, and others. Today, the
firm employs more than 11,000 people.
However, another distinguishing characteristic of SAS is its highly
employee-friendly culture. As a result of being given “the Royal Treatment”
(in the words of 60 Minutes), SAS employees turn over at a rate under
4 percent, roughly a tenth that of their firm’s competitors.
So what is this royal treatment? SAS provides a host of benefits employees love, including:
●
●
●
●

MyManagementLab

●

Access a host of interactive
learning aids to help strengthen
your understanding of the
chapter concepts at
www.mymanagementlab.com

●
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●
●

Free onsite health care.
Subsidized onsite child care.
Summer camp for kids.
“M&M Wednesdays,” when employees are given free candy.
Soda fountains and snacks in every break room.
A beauty salon.
A 66,000-ft2 recreation and fitness center.
Car cleaning.

To be sure, these benefits are one reason SAS is a desirable place to
work. However, the firm’s commitment to its employees goes beyond nice
perks. Even in the economic downturn, SAS has refused to lay off employees and has even expanded its benefits. “In a tough economy, SAS did
not waiver from our commitment to our employees and the innovative
culture that keeps them challenged and provides work–life balance,” said
Jenn Mann, Vice President of Human Resources at SAS. “SAS’s continued success proves our core belief: Happy, healthy employees are more
productive.”
Says one SAS employee: “People stay at SAS in large part because they
are happy, but to dig a little deeper, I would argue that people don’t leave
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Attitude isn’t everything, but it’s close.

Photo: SAS recreational center. Source: Charly Kurz/laif/Redux Pictures

—New York Times headline, August 6, 2006
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SAS because they feel regarded—seen, attended to and cared for. I have stayed
for that reason, and love what I do for that reason.”
Sources: “100 Best Companies to Work For 2011,” Fortune (January 7, 2011), http://money
.cnn.com/; D. Bracken, “SAS Again Tops Fortune List of Best Places to Work,” Charlotte Observer
(January 20, 2011), www.charlotteobserver.com/ ; and S. Rezvani, “What Makes a ‘Best
Workplace?’ ” Washington Post (January 21, 2011), http://views.washingtonpost.com/.

T

hough most will not go as far as SAS to promote employee satisfaction,
many organizations are very concerned with the attitudes of their employees. In this chapter, we look at attitudes, their link to behavior, and how
employees’ satisfaction or dissatisfaction with their jobs affects the workplace.
What are your attitudes toward your job? Use the following Self-Assessment
Library to determine your level of satisfaction with your current or past jobs.

S A

L

SELF-ASSESSMENT LIBRARY

How Satisfied Am I with My Job?
In the Self-Assessment Library (available on CD or online), take assessment I.B.3
(How Satisfied Am I with My Job?) and then answer the following questions. If
you currently do not have a job, answer the questions for your most recent job.
1. How does your job satisfaction compare to that of others in your class who
have taken the assessment?
2. Why do you think your satisfaction is higher or lower than average?

Attitudes

1

Contrast the three
components of an attitude.

Attitudes are evaluative statements—either favorable or unfavorable—about
objects, people, or events. They reflect how we feel about something. When I
say “I like my job,” I am expressing my attitude about work.
Attitudes are complex. If you ask people about their attitude toward religion,
Lady Gaga, or the organization they work for, you may get a simple response, but
the reasons underlying it are probably complicated. In order to fully understand
attitudes, we must consider their fundamental properties or components.

What Are the Main Components of Attitudes?
Typically, researchers have assumed that attitudes have three components: cognition, affect, and behavior.1 Let’s look at each.
The statement “My pay is low” is the cognitive component of an attitude—
a description 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 can lead to behavioral outcomes. The behavioral 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
behavior—is helpful in understanding their complexity and the potential
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Cognition, affect, and behavior are closely related.

Exhibit 3-1
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The Components of an Attitude

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

Affective = feeling
I dislike my supervisor!

Negative
attitude
toward
supervisor

Behavioral = action
I’m looking for other work; I’ve
complained about my supervisor
to anyone who would listen.

relationship between attitudes and behavior. Keep in mind that these components are closely related, and cognition and affect in particular are inseparable
in many ways. For example, imagine you realized 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 co-worker 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 supervisor (affect), and he is looking for another job
(behavior). As we’ve noted, although we often think cognition causes affect, which
then causes behavior, in reality these components are often difficult to separate.
In organizations, attitudes are important for their behavioral component. If
workers believe, for example, that supervisors, auditors, bosses, and time-andmotion 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 behavior, and how they might be changed.

Does Behavior Always Follow from Attitudes?

2

Summarize the relationship
between attitudes and
behavior.

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

attitudes Evaluative statements or

cognitive component The opinion or

behavioral component An intention

judgments concerning objects, people,
or events.

belief segment of an attitude.

to behave in a certain way toward
someone or something.

affective component The emotional or
feeling segment of an attitude.
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Marriott International strives for
consistency between employee
attitudes and behavior through its
motto “Spirit to Serve.” CEO and
chairman J. W. Marriott, Jr., models
the behavior of service by visiting
hotel employees throughout the
year. “I want our associates to know
that there really is a guy named
Marriott who cares about them,” he
says. The company honors employees with job excellence awards
for behavior that exemplifies an
attitude of service to customers
and co-workers.

Source: Bill Greenblat/UPI/Newscom

However, in the late 1960s, a review of the research challenged this assumed
effect of attitudes on behavior.2 One researcher—Leon Festinger—argued
that attitudes follow behavior. Did you ever notice how people change what
they say so it doesn’t contradict what they do? Perhaps a friend of yours has
consistently argued that the quality of U.S. cars isn’t up to that of imports and
that he’d never own anything but a Japanese or German car. But his dad gives
him a late-model Ford Mustang, and suddenly he says U.S. cars aren’t so bad.
Festinger proposed that cases of attitude following behavior illustrate the effects of cognitive dissonance,3 any incompatibility an individual might perceive
between two or more attitudes or between behavior and attitudes. Festinger
argued that any form of inconsistency is uncomfortable and that individuals
will therefore attempt to reduce it. They will seek a stable state, which is a minimum of dissonance.
Research has generally concluded that people do seek consistency among
their attitudes and between their attitudes and their behavior.4 They either
alter the attitudes or the behavior, or they develop a rationalization for the
discrepancy. Tobacco executives provide an example.5 How, you might wonder, do these people cope with the continuing revelations about the health
dangers of smoking? They can deny any clear causation between smoking and
cancer. They can brainwash themselves by continually articulating the benefits
of tobacco. They can acknowledge the negative consequences of smoking but
rationalize that people are going to smoke and that tobacco companies merely
promote freedom of choice. They can accept the evidence and make cigarettes
less dangerous or reduce their availability to more vulnerable groups, such as
teenagers. Or they can quit their job because the dissonance is too great.
No individual, of course, can completely avoid dissonance. You know cheating on your income tax is wrong, but you fudge the numbers a bit every year
and hope you’re not audited. Or you tell your children to floss their teeth, but
you don’t do it yourself. Festinger proposed that the desire to reduce dissonance depends on moderating factors, including the importance of the elements
creating it and the degree of influence we believe we have over them. Individuals
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will be more motivated to reduce dissonance when the attitudes or behavior are
important or when they believe the dissonance is due to something they can
control. A third factor is the rewards of dissonance; high rewards accompanying
high dissonance tend to reduce the tension inherent in the dissonance.
While Festinger argued that attitudes follow behavior, other researchers
asked whether there was any relationship at all. More recent research shows that
attitudes predict future behavior and confirmed Festinger’s idea that “moderating variables” can strengthen the link.6
Moderating Variables The most powerful moderators of the attitudes relationship are the importance of the attitude, its correspondence to behavior, its accessibility, the presence of social pressures, and whether a person has direct experience
with the attitude.7
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 behavior.
Specific attitudes tend to predict specific behaviors, whereas general attitudes tend to best predict general behaviors. For instance, asking someone
about her intention to stay with an organization for the next 6 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 behavior, such as whether the individual was engaged in her
work or motivated to contribute to her organization.8
Attitudes that our memories can easily access are more likely to predict our
behavior. Interestingly, you’re more likely to remember attitudes you frequently
express. So the more you talk about your attitude on a subject, the more likely
you are to remember it, and the more likely it is to shape your behavior.
Discrepancies between attitudes and behavior tend to occur when social
pressures to behave in certain ways hold exceptional power, as in most organizations. This may explain why an employee who holds strong anti-union attitudes attends pro-union organizing meetings, or why tobacco executives, who
are not smokers themselves and who tend to believe the research linking smoking and cancer, don’t actively discourage others from smoking.
Finally, the attitude–behavior relationship is likely to be much stronger if
an attitude refers to something with which we have direct personal experience.
Asking college students with no significant work experience how they would
respond to working for an authoritarian supervisor is far less likely to predict
actual behavior than asking that same question of employees who have actually
worked for such an individual.

What Are the Major Job Attitudes?

3

Compare and contrast the
major job attitudes.

cognitive dissonance Any
incompatibility between two or more
attitudes or between behavior and
attitudes.

We each have thousands of attitudes, but OB focuses our attention on a very
limited number of work-related attitudes. These tap positive or negative evaluations that employees hold about aspects of their work environment. Most of
the research in OB has looked at three attitudes: job satisfaction, job involvement, and organizational commitment.9 A few other important attitudes are
perceived organizational support and employee engagement; we’ll also briefly
discuss these.
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An Ethical Choice

Do Employers Owe Workers More Satisfying Jobs?

R

esearch by the Conference Board
suggests that job satisfaction for
U.S. employees is at a 23-year
low. This appears to be occurring in the
midst of a dramatic growth in information technology that was supposed to
make work easier for employees. What
is going on here? Are employers failing
to consider an ethical responsibility to
employees by providing a satisfying,
fulfilling experience at work?
When Professor James Heskett
of Harvard posted information about
these low job satisfaction rates on
his blog, respondents provided a variety of different explanations for why
U.S. workers are less satisfied than
they were in the past. They included
economic pressures, instability in
the business environment, and increased competition to get the best
jobs. Others believe businesses have

become so focused on stock prices
and profitability that the personal relationship that used to exist between
employers and employees has been
lost. Still others proposed that in a
poor economic environment, employees who wanted to switch to a new
job aren’t always able to find alternatives, leaving them “hostages” to a
dissatisfying work situation.
Whatever the explanation, there
is cause for concern. Survey data
from Towers Watson’s global workforce study of 20,000 employees in
22 markets around the world found
that employees are especially concerned about job security and feel
they are entirely responsible for ensuring their long-term career prospects
work out. In the current economic
environment, it seems that in employers’ minds, employee well-being and

security have taken a back seat to coping with workplace realities.
What can managers do to ensure
they are making ethical decisions
about protecting the quality of the
workplace in their organizations? As
we have shown, managers can enact
a variety of concrete steps—including
improving working conditions and providing a positive social environment—
that will make work more enjoyable for
employees. Employers may also want
to think about whether their efforts to
achieve efficiency and productivity are
creating a work environment that is
not very satisfying for employees.
Sources: Based on J. Heskett, “Why Are
Fewer and Fewer U.S. Employees Satisfied
with Their Jobs?” Harvard Business School
Working Knowledge (April 2, 2010), hbswk
.hbs.edu; and Towers Watson, 2010 Global
Workforce Study (New York: Author, 2010).

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 or her 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 in the chapter.
Job Involvement Related to job satisfaction is job involvement,10 which measures the degree to which people identify psychologically with their job and consider their perceived performance level important to self-worth.11 Employees with
a high level of job involvement strongly identify 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 environment,
their competence, the meaningfulness of their job, and their perceived autonomy.12 One study of nursing managers in Singapore found that good leaders
empower their employees by involving them in decisions, making them feel their
work is important, and giving them discretion to “do their own thing.”13
High levels of both job involvement and psychological empowerment are
positively related to organizational citizenship and job performance.14 High job
involvement is also related to reduced absences and lower resignation rates.15
Organizational Commitment In organizational commitment, an employee
identifies with a particular organization and its goals and wishes to remain a
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Source: 044/Zums Press/Newscom

At Veterinary Cancer Group in
Tustin, California, employees
are committed to their company
because they identify with their
organization and its goals and
want to remain part of the small
business. The client care specialists shown in this photo and their
co-workers share the cancer clinic’s
goal of improving the quality of
life for patients and giving support to the families of patients.
Veterinarian Mona Rosenberg, who
founded the practice, has created
a positive work environment at the
clinic by hiring kind and compassionate people and by valuing the
work of each employee, resulting in
the favorable employee attitude of
organizational commitment.

member. Most research has focused on emotional attachment to an organization and belief in its values as the “gold standard” for employee commitment.16
A positive relationship appears to exist between organizational commitment and job productivity, but it is a modest one.17 A review of 27 studies suggested the relationship between commitment and performance is strongest for
new employees and considerably weaker for more experienced employees.18
Interestingly, research indicates that employees who feel their employers fail
to keep promises to them feel less committed, and these reductions in commitment, in turn, lead to lower levels of creative performance.19 And, as with job involvement, the research evidence demonstrates negative relationships between
organizational commitment and both absenteeism and turnover.20
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 organizational loyalty. 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.21 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.

job satisfaction A positive feeling
about one’s job resulting from an
evaluation of its characteristics.
job involvement The degree to which
a person identifies with a job, actively
participates in it, and considers
performance important to self-worth.

psychological empowerment

organizational commitment The

Employees’ belief in the degree
to which they affect their work
environment, their competence, the
meaningfulness of their job, and their
perceived autonomy in their work.

degree to which an employee
identifies with a particular organization
and its goals and wishes to maintain
membership in the organization.
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glOBalization!

Culture and Work–Life Balance

T

he increased time pressures
of the always-connected workplace are eroding the boundary
between work life and personal life,
and many individuals in postindustrial
economies struggle to balance the
two. Is this striving for work–life balance unique to the North American
and European context, or is it a global
phenomenon?
One possible reason for variations
in work–life balance across countries is
differences in the structure and functioning of the family. Some research
suggests that countries with stronger
differences in expectations for men
and women have different levels and
types of work–life conflict. Other research suggests that work–life balance
will be different in an individualistic
country like the United States than in
a country that is more collectivist in its
orientation. In individualist countries,
employers might expect more sacrifice from their employees in terms of
their family lives, whereas collectivist nations where family has a higher
priority will have fewer work–life balance issues. Conversely, collectivists’
higher value on family may mean they
feel more conflicted if there are competing demands from the workplace
and home.
There are other reasons to suspect
that research based on the U.S. context will not generalize to other countries. Data from a study by Harvard and

McGill University researchers found
that work–life balance policies like paid
maternity leave, paternity leave, and
paid time off in the United States are
far less generous than in other wealthy
nations. The study’s lead author, Jody
Heymann, notes, “More countries are
providing the workplace protections
that millions of Americans can only
dream of.” The research interest in
work–life balance may at least partially
be a reflection of an unusually strong
conflict between work and family life
in the United States.
At the same time, many of the
same issues that contribute to work–
life imbalance are present in other
countries. Globally, the rise of the
dual-earner couple has meant that
both partners now have family responsibilities that must be met. Alwaysconnected technology that blurs the
line between personal and work time
have become standard for managers in
every part of the world. The institution
of “siesta,” or a midday break, used
to be much more common in Hispanic
cultures than it is today as the globalized workplace puts greater demands
on workers. Concerns about overwork
have also become very prevalent in
the rapidly growing economic sphere
of East Asia. The Japanese even have
a term, karoshi, referring to death from
overwork.
Research to date does suggest
that work–life concerns are present

in other cultures. For example, most
studies find that feelings of conflict
between work and personal life are related to lower levels of satisfaction and
higher levels of psychological strain.
The magnitude of these relationships
varies across countries, but it appears
that concerns about work interfering
with family are present around the
world. There is also evidence that
translated U.S. surveys about work–
life conflicts are equally good measures of work–life conflicts in Europe
and East Asia.
Even with the growth of international research, most studies to date
have been designed and conducted
entirely within the United States, and
many others have been conducted in
cultures with marked similarities to the
United States, like Canada and Great
Britain. As the number of international
studies continues to increase, we will
develop a better understanding of how
different cultures relate to work–life
challenges.
Sources: Based on G. N. Powell, A. M.
Francesco, and Y. Ling, “Toward CultureSensitive Theories of the Work–Family
Interface,” Journal of Organizational
Behavior 30 (2009), pp. 597–616; “Survey:
U.S. Workplace Not Family-Oriented.”
MSNBC.com , (May 22, 2007), www
.msnbc.msn.com/id/16907584/; and J. Lu,
O. Siu, P. E. Spector, and K. Shi, “Antecedents
and Outcomes of a Fourfold Taxonomy of
Work-Family Balance in Chinese Employed
Parents,” Journal of Occupational Health
Psychology 14 (2009), pp. 182–192.

Perceived Organizational Support Perceived organizational support (POS) is
the degree to which employees believe the organization values their contribution
and cares about their well-being (for example, an employee believes his organization would accommodate him if he had a child care problem or would forgive an
honest mistake on his part). Research shows that people perceive their organization 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 organizational citizenship behaviors, lower levels of tardiness, and better customer
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Source: Paul Sakuma/AP Images

Employee engagement is high at
Genentech, a biotechnology firm
where employees share a serious
commitment to science and patients
and are passionate about the work
they do. Genentech employees
discover, develop, manufacture,
and commercialize medicines that
treat patients with serious or lifethreatening medical conditions.
Feeling that their contributions are
important and meaningful, employees cite the chance to make a difference in the lives of patients as
the number one reason they enjoy
working at Genentech.

service.23 Though little cross-cultural research has been done, one study found
POS predicted only the job performance and citizenship behaviors of untraditional or low power-distance Chinese employees—in short, those more likely to
think of work as an exchange rather than a moral obligation.24
Employee Engagement A new concept is employee engagement, an individual’s
involvement with, satisfaction with, and enthusiasm for, the work she does. 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 co-workers and supervisors are rewarding.25 Highly
engaged employees have a passion for their work and feel a deep connection
to their company; disengaged employees have essentially checked out—putting
time but not energy or attention into their work. A study of nearly 8,000 business
units in 36 companies found that those whose employees had high-average levels
of engagement had higher levels of customer satisfaction, were more productive, brought in higher profits, and had lower levels of turnover and accidents
than at other companies.26 Molson Coors found engaged employees were five
times less likely to have safety incidents, and when one did occur it was much
less serious and less costly for the engaged employee than for a disengaged one
($63 per incident versus $392). 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. 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

perceived organizational support
(POS) The degree to which
employees believe an organization
values their contribution and cares
about their well-being.

employee engagement An individual’s
involvement with, satisfaction with,
and enthusiasm for the work he or
she does.
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Such promising findings have earned employee engagement a following in
many business organizations and management consulting firms. However, the
concept is relatively new and still generates active debate about its usefulness.
One review of the literature concluded, “The meaning of employee engagement is ambiguous among both academic researchers and among practitioners
who use it in conversations with clients.” Another reviewer called engagement
“an umbrella term for whatever one wants it to be.”28 More recent research has
set out to clarify the dimensions of employee engagement. This work has demonstrated that engagement is distinct from job satisfaction and job involvement
and incrementally predicts job behaviors after we take these traditional job attitudes into account.

S A

L

SELF-ASSESSMENT LIBRARY

Am I Engaged?
In the Self-Assessment Library (available on CD or online), take assessment
IV.B.1 (Am I Engaged?). (Note: If you do not currently have a job, answer the
questions for your most recent job.)

Are These Job Attitudes Really All That Distinct? You might wonder whether
these 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. For example, the correlation between perceived organizational support and affective commitment is very strong.29 That means the variables may be
redundant—if you know someone’s affective commitment, you know her perceived
organizational support. Why is redundancy troubling? Because it is inefficient and
confusing. Why have two steering wheels on a car when you need only one? Why
have two concepts—going by different labels—when you need only one?
Although we OB researchers like proposing new attitudes, often we haven’t
been good at showing how they compare and contrast with each other. There is
some distinctiveness among them, but they overlap greatly, for various reasons including the employee’s personality. Some people are predisposed to be positive or
negative about almost everything. If someone tells you she loves her company, it
may not mean a lot if she is positive about everything else in her life. Or the overlap
may mean some organizations are just all-around better places to work than others.
Then 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 organization.

Job Satisfaction

4

Define job satisfaction and
show how we can measure it.

We have already discussed job satisfaction briefly. Now let’s dissect the concept
more carefully. 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?
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Measuring Job Satisfaction
Our definition of job satisfaction—a positive feeling about a job resulting
from an evaluation of its characteristics—is clearly broad.30 Yet that breadth
is appropriate. A job is more than just shuffling papers, writing programming code, waiting on customers, or driving a truck. Jobs require interacting with co-workers and bosses, following organizational rules and policies,
meeting performance standards, living with less than ideal working conditions, and the like.31 An employee’s assessment of his satisfaction with the
job is thus a complex summation 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 number 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 co-workers.32 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.33 This is one
of those rare instances in which simplicity 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 question captures
its essence. The summation of job facets may also leave out some important
data. Both methods are helpful. The single global rating method isn’t very
time consuming, thus freeing time for other tasks, and the summation of job
facets helps managers zero in on problems and deal with them faster and more
accurately.

OB Poll

What Are the Main Causes of Job Dissatisfaction?

% Dissatisfied with Aspect of Job
On-the-job stress

32%
26%

Pay
21%

Promotion
15%

Work
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Security
9%

Supervisor
3%

Coworkers
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Source: L. Saad, “On-the-Job Stress Is U.S. Workers’ Biggest Complaint,” Gallup Poll (August 30, 2010), www.gallup.com/.
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How Satisfied Are People in Their Jobs?
Are most people satisfied with their jobs? The answer seems to be a qualified
“yes” in the United States and most other developed countries. Independent
studies conducted among U.S. workers over the past 30 years generally indicate
more workers are satisfied with their jobs than not. But a caution is in order.
Recent data show a dramatic drop-off in average job satisfaction levels during
the economic contraction that started in late 2007, so much so that only about
half of workers report being satisfied with their jobs now.34
Research also shows satisfaction levels vary a lot, depending on which
facet of job satisfaction 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 co-workers 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.35
Although job satisfaction appears relevant across cultures, that doesn’t
mean there are no cultural differences in job satisfaction. Evidence suggests
employees in Western cultures have higher levels of job satisfaction than those
in Eastern cultures.36 Exhibit 3-3 provides the results of a global study of job
satisfaction levels of workers in 15 countries. (This study included 23 countries,
but for presentation purposes we report the results for only the largest.) As
the exhibit shows, the highest levels appear in the United States and western
Europe. Do employees in Western cultures have better jobs? Or are they simply more positive (and less self critical)? Although both factors are probably
at play, evidence suggests that individuals in Eastern cultures find negative
emotions less aversive more than do individuals in Western cultures, who tend
to emphasize positive emotions and individual happiness.37 That may be why
employees in Western cultures such as the United States and Scandinavia are
more likely to have higher levels of satisfaction.

Exhibit 3-2

Average Job Satisfaction Levels by Facet
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Note: Scores represent average job-satisfaction levels in each country as rated on a 1 ⫽ very dissatisfied to 10 ⫽ very satisfied scale.
Source: M. Benz and B. S. Frey, “The Value of Autonomy: Evidence from the Self-Employed in 23 Countries,” working paper 173,
Institute for Empirical Research in Economics, University of Zurich, November 2003 (ssrn.com/abstract⫽475140).

What Causes Job Satisfaction?

5

Summarize the main causes
of 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.38
There is also a strong correspondence between how well people enjoy the social
context of their workplace and how satisfied they are overall. Interdependence,
feedback, social support, and interaction with co-workers outside the workplace
are strongly related to job satisfaction even after accounting for characteristics
of the work itself.39
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 satisfaction and overall happiness. But once an individual
reaches a level of comfortable living (in the United States, that occurs at
about $40,000 a year, depending on the region and family size), the relationship between pay and job satisfaction virtually disappears. People who earn
$80,000 are, on average, no happier with their jobs than those who earn closer
to $40,000. Take a look at Exhibit 3-4. It shows the relationship between the
average pay for a job and the average level of job satisfaction. As you can see,
there isn’t much of a relationship there. Handsomely compensated jobs have
average satisfaction levels no higher than those that pay much less. One researcher even found no significant difference when he compared the overall
well-being of the richest people on the Forbes 400 list with that of Maasai herders in East Africa.40
Money does motivate people, as we will discover in Chapter 6. But what motivates us is not necessarily the same as what makes us happy. A recent poll by
UCLA and the American Council on Education found that entering college
freshmen rated becoming “very well off financially” first on a list of 19 goals,
ahead of choices such as helping others, raising a family, or becoming proficient
in an academic pursuit. Maybe your goal isn’t to be happy. But if it is, money’s
probably not going to do much to get you there.41
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Exhibit 3-4

Relationship Between Average Pay in Job
and Job Satisfaction of Employees in That Job

Percentage of Pay Satisfaction
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40%
$15,000
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$60,000

$75,000

$90,000

Pay in US$—2002
Source: T. A. Judge, R. F. Piccolo, N. P. Podsakoff, J. C. Shaw, and B. L. Rich, “Can Happiness Be ‘Earned’? The Relationship
Between Pay and Job Satisfaction,” working paper, University of Florida, 2005.

Job satisfaction is not just about job conditions. Personality also plays a role.
Research has shown that people who have positive core self-evaluations—who
believe in their inner worth and basic competence—are more satisfied with their
jobs than those with negative core self-evaluations. Not only do they see their
work as more fulfilling and challenging, they are more likely to gravitate toward
challenging jobs in the first place. Those with negative core self-evaluations set
less ambitious goals and are more likely to give up when confronting difficulties.
Thus, they’re more likely to be stuck in boring, repetitive jobs than those with
positive core self-evaluations.42

The Impact of Satisfied and Dissatisfied
Employees on the Workplace

6

Identify four employee
responses to dissatisfaction.

What happens when employees like their jobs, and when they dislike their jobs?
One theoretical model—the exit–voice–loyalty–neglect framework—is helpful
in understanding the consequences of dissatisfaction. Exhibit 3-5 illustrates the
framework’s four responses, which differ along two dimensions: constructive/
destructive and active/passive. The responses are as follows:43
●

●

●

●

Exit. The exit response directs behavior toward leaving the organization, including looking for a new position as well as resigning.
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 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.”
Neglect. The neglect response passively allows conditions to worsen and
includes chronic absenteeism or lateness, reduced effort, and increased
error rate.

Job Satisfaction

Exhibit 3-5
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Responses to Dissatisfaction

Constructive

Destructive

Active

VOICE

EXIT

Passive

LOYALTY

NEGLECT

Myth or Science?

“Favorable Job Attitudes Make Organizations
More Profitable”

T

his statement appears to be true.
A recent study of 2,178 business units suggested that job
attitudes measured at one point in
time predicted organizational financial
performance roughly six months later.
In the study, job attitudes were measured through employees’ responses
to 12 questions (such as, “At work, my
opinions seem to count”) and financial
performance was measured in terms
of revenue and profit margin.
Why does employee job satisfaction appear to pay off? The authors of
this study uncovered two explanations:

core self-evaluations Bottom-line
conclusions individuals have about
their capabilities, competence, and
worth as a person.
exit Dissatisfaction expressed
through behavior directed toward
leaving the organization.

satisfied employees are less likely to
quit, and they engender stronger customer loyalty. Low turnover and high
customer loyalty both helped make
organizations more profitable.
This study also found some evidence
for what might be called a virtuous
cycle: having satisfied employees tends
to improve subsequent financial performance, which tends to improve later
employee satisfaction even further.
No organization can be all things
to all employees, but this study does
suggest that attention to improving
employee attitudes is well rewarded.

The authors of this study conclude,
“Improving employee work perceptions
can improve business competitiveness
while positively impacting the wellbeing of employees.”
Sources: Based on Anonymous, “Happy
Employees May Be the Key to Success for
Organizations,” Science Daily (August 4,
2010), www.sciencedaily.com; J. K. Harter
and F. L. Schmidt, “What Really Drives
Financial Success?” Gallup Management
Journal (September 2, 2010), http://gmj
.gallup.com/content/142733/really-drivesfinancial-success.aspx.

voice Dissatisfaction expressed

loyalty Dissatisfaction expressed by

through active and constructive
attempts to improve conditions.

passively waiting for conditions to
improve.

neglect Dissatisfaction expressed
through allowing conditions to worsen.
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Exit and neglect behaviors encompass our performance variables—
productivity, absenteeism, and turnover. But this model expands employee
response to include voice and loyalty—constructive behaviors 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, for whom low job satisfaction is coupled with low turnover.44 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 outcomes 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 performance was a myth.
But a review of 300 studies suggested the correlation is pretty strong.45 As we
move from the individual to the organizational level, we also find support for the
satisfaction–performance relationship.46 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.

Customers of CSN Stores appreciate the excellent service provided
by the online retailer’s customer
representatives shown here at
the company’s offices in Boston.
Service firms like CSN understand
that satisfied employees increase
customer satisfaction and loyalty.
CSN believes that customers deserve
exceptional service and is dedicated
to hiring people who are friendly
and willing to help others. The
company helps shape a positive onthe-job attitude by giving employees product knowledge training
and teaching them how to assess
customer needs and how to guide
buyers in making well-informed
decisions.

Source: Melanie Stetson Freeman/CSM/Newscom

Job Satisfaction and OCB It seems logical to assume job satisfaction should
be a major determinant of an employee’s organizational citizenship behavior
(OCB).47 Satisfied employees would seem more likely to talk positively about the
organization, help others, and go beyond the normal expectations in their job,
perhaps because they want to reciprocate their positive experiences. Consistent
with this thinking, evidence suggests job satisfaction is moderately correlated
with OCBs; people who are more satisfied with their jobs are more likely to
engage in OCBs.48 Why? Fairness perceptions help explain the relationship.49
Those who feel their co-workers support them are more likely to engage in
helpful behaviors, whereas those who have antagonistic relationships with coworkers are less likely to do so.50 Individuals with certain personality traits are
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also more satisfied with their work, which in turn leads them to engage in more
OCBs.51 Finally, research shows that when people are in a good mood, they are
more likely to engage in OCBs.52
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 those customers, it is reasonable
to ask, Is employee satisfaction related to positive customer outcomes? For frontline employees who have regular customer contact, the answer is “yes.” Satisfied
employees increase customer satisfaction and loyalty.53
A number of companies are acting on this evidence. The first core value
of online retailer Zappos, “Deliver WOW through service,” seems fairly obvious, but the way in which Zappos does it is not. Employees are encouraged to
“create fun and a little weirdness” and are given unusual discretion in making customers satisfied; they are encouraged to use their imaginations, including sending flowers to disgruntled customers, and Zappos even offers a $2,000
bribe to quit the company after training (to weed out the half-hearted).54 Other
organizations seem to work the other end of the spectrum. Two independent
reports—one on the Transportation Security Administration (TSA) and the
other on airline passenger complaints—argue that low employee morale was
a major factor undermining passenger satisfaction. At US Airways, employees
have posted comments on blogs such as “Our planes (sic) smell filthy” and,
from another, “How can I take pride in this product?”55
Job Satisfaction and Absenteeism We find a consistent negative relationship
between satisfaction and absenteeism, but it is moderate to weak.56 While it
certainly makes sense that dissatisfied employees are more likely to miss work,
other factors affect the relationship. Organizations that provide 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
3-day weekend if those days come free with no penalties. When numerous alternative jobs are available, dissatisfied employees have high absence rates, but when
there are few they have the same (low) rate of absence as satisfied employees.57
Job Satisfaction and Turnover The relationship between job satisfaction
and turnover is stronger than between satisfaction and absenteeism.58 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 dissatisfaction is more likely to translate into turnover
when employment opportunities are plentiful because employees perceive it is
easy to move. Finally, 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.59
Job Satisfaction and Workplace Deviance Job dissatisfaction and antagonistic relationships with co-workers predict a variety of behaviors organizations
find undesirable, including unionization attempts, substance abuse, stealing
at work, undue socializing, and tardiness. Researchers argue these behaviors
are indicators of a broader syndrome called deviant behavior in the workplace (or
counterproductive behavior or employee withdrawal).60 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
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Source: Robyn Beck/Getty Images

When employees do not like
their work environment, they will
respond in some way. An attempt
to form a union is one specific
behavior that may stem from job
dissatisfaction. At several different
Wal-Mart locations throughout the
United States, dissatisfied employees have tried, unsuccessfully,
to organize a union as a way to
receive better pay and more affordable health insurance. Joined by
supporters, the employees shown
here from a Wal-Mart warehouse
and distribution center in California
are protesting low wages and no
health care or other benefits.

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—and because those ways
can be quite creative, controlling only one behavior, such as with an absence
control 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 satisfaction 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 employers, 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.61
Regular surveys can reduce gaps between what managers think employees
feel and what they really feel. Jonathan McDaniel, manager of a KFC restaurant
in Houston, surveys his employees every 3 months. Some results led him to
make changes, such as giving employees greater say about which workdays they
have off. However, McDaniel believes the process itself is valuable. “They really
love giving their opinions,” he says. “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 where
they can be improved.62
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Employer–Employee Loyalty Is an Outdated Concept
POINT

T

he word loyalty is so outdated it is practically laughable.
Long gone are the days when an employer would keep
an employee for life, as are the days when an employee
would work for a single company for his or her entire career.
Workplace guru Linda Gratton says, “Loyalty is dead—killed
off through shortening contracts, outsourcing, automation and
multiple careers. Faced with what could be 50 years of work,
who honestly wants to spend that much time with one company? Serial monogamy is the order of the day.”
Right or wrong, the commitment on each side of the equation is weak. Take the example of Renault. The company ended
the 31-year career of employee Michel Balthazard (and two
others) on charges of espionage. The problem? The charges
were proved false. When the falseness of the charges became
public, Renault halfheartedly offered the employees their jobs
back and a lame apology: “Renault thanks them for the quality
of their work at the group and wishes them every success in
the future.”
As for employee’s loyalty to their employers, that too is
worth little nowadays. One manager with Deloitte says the current employee attitude is, “I’m leaving, I had a great experience,
and I’m taking that with me.”
Employers tend to cut commitments to an employee, and reduce his or her benefits, the minute they perceive they can do
so. Employees tend to jump at the best available job offer as
soon as they see it.
The sooner we see the employment experience for what it is
(mostly transactional, mostly short to medium term), the better
off we’ll be. The workplace is no place for fantasies.

COUNTERPOINT

T

here are employers and employees who show little regard
for each other. That each side can be uncaring or cavalier
is hardly a revelation. No doubt such cynical attitudes are
as old as the employment relationship itself.
But is that the norm? And is it desirable? The answer to both
these questions is “no.”
Says management guru Tom Peters, “Bottom line: loyalty
matters. A lot. Yesterday. Today. Tomorrow.” University of
Michigan’s Dave Ulrich says, “Leaders who encourage loyalty
want employees who are not only committed to and engaged in
their work but who also find meaning from it.”
It is true that the employer–employee relationship has
changed. For example, (largely) gone are the days when employers provide guaranteed payout pensions to which employees contribute nothing. But is that such a bad thing? There is a
big difference between asking employees to contribute to their
pension plans and abandoning plans altogether (or firing without cause).
Moreover, it’s not that loyalty is dead, but rather that employers are loyal to a different kind of employee. Gone are the
days when an employer would refuse to fire a long-tenured but
incompetent employee. But is that the kind of loyalty most employees expect today anyway? Companies are loyal to employees who do their jobs well, and that too is as it should be.
In short, employees still expect certain standards of decency
and loyalty from their employers, and employers want engaged,
committed employees in return. That is a good thing—and not
so different from yesterday. Says workplace psychologist Binna
Kandola, “Workplaces may have changed but loyalty is not
dead—the bonds between people are too strong.”

Sources: P. Korkki, “The Shifting Definition of Worker Loyalty,” The New York Times (April 24, 2011), p. BU8; “Is Workplace
Loyalty an Outmoded Concept?” Financial Times (March 8, 2011), www.ft.com/; and O. Gough and S. Arkani, “The Impact of the
Shifting Pensions Landscape on the Psychological Contract,” Personnel Review 40, no. 2 (2011), pp. 173–184.
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MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Summary and Implications for Managers
Managers should be interested in their employees’ attitudes because attitudes
give warnings of potential problems and influence behavior. Creating a satisfied
workforce is hardly a guarantee of successful organizational performance, but
evidence strongly suggests that whatever managers can do to improve employee
attitudes will likely result in heightened organizational effectiveness. Some takeaway lessons from the study of attitudes include the following:
●

●

●

●

Satisfied and committed employees have lower rates of turnover, absenteeism, and withdrawal behaviors. They also perform better on the job.
Given that managers want to keep resignations and absences down—
especially among their most productive employees—they’ll want to do
things that generate positive job attitudes.
Managers will also want to measure job attitudes effectively so they can tell
how employees are reacting to their work. As one review put it, “A sound
measurement of overall job attitude is one of the most useful pieces of
information an organization can have about its employees.”63
The most important thing managers can do to raise employee satisfaction
is focus on the intrinsic parts of the job, such as making the work challenging and interesting.
Although paying employees poorly will likely not attract high-quality
employees to the organization or keep high performers, managers
should realize that high pay alone is unlikely to create a satisfying work
environment.

QUESTIONS FOR REVIEW

1

What are the main components of attitudes? Are these
components related or unrelated?

2

Does behavior always follow from attitudes? Why or
why not? Discuss the factors that affect whether behavior
follows from attitudes.

3

What are the major job attitudes? In what ways are
these attitudes alike? What is unique about each?

4
5

How do we measure job satisfaction?

What causes job satisfaction? For most people, is pay or
the work itself more important?

6

What outcomes does job satisfaction influence? What
implications does this have for management?

Ethical Dilemma

EXPERIENTIAL EXERCISE

What Factors Are Most Important
to Your Job Satisfaction?

Most of us probably want a job we think will satisfy us.
But because no job is perfect, we often have to trade off
job attributes. One job may pay well but provide limited
opportunities for advancement or skill development.
Another may offer work we enjoy but have poor benefits.
The following is a list of 21 job factors or attributes:
●
●
●
●
●
●

●
●
●
●
●
●

●
●
●
●

●
●

Autonomy and independence.
Benefits.
Career advancement opportunities.
Career development opportunities.
Compensation/pay.
Communication between employees and
management.
Contribution of work to organization’s business goals.
Feeling safe in the work environment.
Flexibility to balance life and work issues.
Job security.
Job-specific training.
Management recognition of employee job
performance.
Meaningfulness of job.
Networking.
Opportunities to use skills/abilities.
Organization’s commitment to professional
development.
Overall corporate culture.
Relationship with co-workers.
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●
●
●

Relationship with immediate supervisor.
The work itself.
The variety of work.

On a sheet of paper, rank-order these job factors from
top to bottom so number 1 is the job factor you think is
most important to your job satisfaction, number 2 is the
second most important factor to your job satisfaction, and
so on.
Next, gather in teams of three or four people and try
the following:
1. Appoint a spokesperson who will take notes and report the answers to the following questions, on behalf
of your group, back to the class.
2. Averaging across all members in your group, generate a list of the top five job factors.
3. Did most people in your group seem to value the
same job factors? Why or why not?
4. Your instructor will provide you the results of a study
of a random sample of 600 employees conducted
by the Society for Human Resource Management
(SHRM). How do your group’s rankings compare
with the SHRM results?
5. The chapter says pay doesn’t correlate all that well
with job satisfaction, but in the SHRM survey, people
say it is relatively important. Can your group suggest a
reason for the apparent discrepancy?
6. Now examine your own list again. Does your list
agree with the group list? Does your list agree with
the SHRM study?

Bounty Hunters

His SUV carefully obscured behind a row of trees, Rick
Raymond, private investigator, was on another case. This
case was not to catch the unfaithful spouse or petty criminal in action. Instead, Raymond was tracking an employee,
at the request of an employer, to determine whether an
Orlando repairman was sick as he claimed today and as he
had claimed to be several times recently.
As we have seen, absenteeism is a huge problem for organizations that has left them desperate for solutions. One
solution is to investigate. In the typical routine, when an
employee calls in sick, the employer asks for the reason. If
the reason is illness, and illness has been the reason for an

abnormal number of times in the past, the employer hires
a P.I. to follow the employee and photograph or videotape
his or her activity outside the house. Private investigators
also are used to ascertain whether individuals filing injury
claims (and drawing worker’s compensation benefits) are
in fact injured.
It may surprise you to learn that a recent court decision indicated hiring a private investigator to follow an
employee is legal. In this particular case, Diana Vail was
fired by Raybestos Products, an automotive parts manufacturer in Crawfordsville, Indiana, after an off-duty police officer hired by Raybestos produced evidence that she was
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abusing her sick-leave benefits. The U.S. Court of Appeals
ruled that such investigations were legal.
Despite their legality, such investigations are controversial. Oracle and Hewlett-Packard have reportedly used private investigators to follow managers or uncover the source
of leaks. Both actions spawned negative media coverage.
There is no doubt, though, that some employees do
abuse their sick-leave benefits. In an earlier case, Raymond
investigated an employee who called in sick with the
flu for 3 days. Raymond discovered that she actually visited Orlando theme parks on each of those days. When
Raymond showed her three time-stamped pictures of herself on rides, the employee’s first response was, “That’s
not me!” In another case, Raymond caught a worker

constructing an elaborate scheme to call in sick and go
on a cruise. “When he was shown the video surveillance
I’d done, he actually said to his boss, ‘I can’t believe you’d
be so sneaky.’ ” Raymond said. “The hypocrisy is amazing.”
Questions
1. If you had reason to believe someone was lying
about an absence from work, do you think it would
be appropriate to investigate?
2. If excessive absenteeism is a real problem in an organization, are there alternatives to surveillance? If
so, what are they, and do they have any limitations of
their own?

Sources: E. Spitznagel, “The Sick-Day Bounty Hunters,” Businessweek (December 6, 2010), pp. 93–95;
D. Levine, “Oracle Enlists Private Eyes to Find HP CEO,” Reuters (November 9, 2010), http://in.reuters
.com/ ; and K. Gullo, “HP’s Apotheker, Like Carmen Sandiego, Focus at Trial,” Businessweek
(November 10, 2010), www.businessweek.com/.

CASE INCIDENT 1

Long Hours, Hundreds of E-Mails, and No Sleep:
Does This Sound Like a Satisfying Job?

In the 1970s, futurists were predicting that increases in
technology would dramatically shorten the workweek for
most people. But in the wired work world of today, where
employees can reach “the office” from wherever they are,
many managers are finding it extremely difficult to get
away from their jobs. In fact, one employment firm estimated that 30 percent of professionals take less than
their allotted vacation time, and 42 percent said they
have to cancel vacation plans regularly. Consider a few
examples:
●

●

Gian Paolo Lombardo might work for a firm that manufactures luggage for luxury travel, but he’s had precious little time for vacationing himself. During his last
“faux-cation” 3 years ago, he spent most of the time in
his hotel room in the resort town of Carmel, California,
with his BlackBerry, while his wife Ellen chatted with
other guests, hoping he’d finally finish with work. Ellen
notes that no meal or movie goes by without her husband being hunched over his smartphone. She says,
“I think he needs to go into rehab.” He agrees.
Irene Tse heads the government bond-trading division at Goldman Sachs. For 10 years, she has seen the
stock market go from all-time highs to recession levels.
Such fluctuations can mean millions of dollars in either
profits or losses. “There are days when you can make a
lot, and other days where you lose so much you’re just
stunned by what you’ve done,” says Tse. She says she

●

●

hasn’t slept through the night in years and often wakes
up several times to check the global market status. Her
average workweek? Eighty hours. “I’ve done this for
10 years, and I can count on the fingers of one hand
the number of days in my career when I didn’t want to
come to work. Every day I wake up and I can’t wait to
get here.”
Tony Kurz is a managing director at Capital Alliance
Partners, and he raises funds for real estate investments. However, these are not your average properties. Kurz often flies to exotic locations such as Costa
Rica and Hawaii to woo prospective clients. He travels
more than 300,000 miles per year, often sleeping on
planes and coping with jet lag. Kurz is not the only one
he knows with such a hectic work schedule. His girlfriend, Avery Baker, logs around 400,000 miles a year
as the senior vice president of marketing for Tommy
Hilfiger. “It’s not easy to maintain a relationship like
this,” says Kurz. But do Kurz and Baker like their jobs?
You bet.
David Clark is the vice president of global marketing
for MTV. His job often consists of traveling around
the globe to promote the channel as well as to keep
up with the global music scene. If he is not traveling
(Clark typically logs 200,000 miles a year), a typical
day consists of waking at 6:30 a.m. and immediately
responding to numerous messages that have accumulated over the course of the night. He then goes to

Case Incident 2

his office, where throughout the day he responds to
another 500 or so messages from clients around the
world. If he’s lucky, he gets to spend an hour a day
with his son, but then it’s back to work until he finally
goes to bed around midnight. Says Clark, “There are
plenty of people who would love to have this job.
They’re knocking on the door all the time. So that’s
motivating.”
Many individuals would balk at the prospect of a
60-hour or more workweek with constant traveling and
little time for anything else. Some individuals are exhilarated by it. But the demands of such jobs are clearly not
for everyone. Many quit, with turnover levels at 55 percent
for consultants and 30 percent for investment bankers, according to Vault.com. However, clearly such jobs, while
time-consuming and often stressful, can be satisfying to
some individuals.
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Questions
1. Do you think only certain individuals are attracted to
these types of jobs, or is it the characteristics of the
jobs themselves that are satisfying?
2. What characteristics of these jobs might contribute to
increased levels of job satisfaction?
3. Given that the four individuals we just read about
tend to be satisfied with their jobs, how might this satisfaction relate to their job performance, citizenship
behavior, and turnover?
4. Recall David Clark’s statement that “There are plenty
of people who would love to have this job. They’re
knocking on the door all the time.” How might
Clark’s perceptions that he has a job many others
desire contribute to his job satisfaction?

Sources: Based on L. Golden, “A Brief History of Long Work Time and the Contemporary Sources of
Overwork,” Journal of Business Ethics 84, (2009), pp. 217–227; L. Tischler, “Extreme Jobs (And the People
Who Love Them),” Fast Company, April 2005, pp. 55–60, www.glo-jobs.com/article.php?article_no⫽87;
M. Conlin, “Do Us a Favor, Take a Vacation,” Bloomberg Businessweek, May 21, 2007, www.businessweek.com.

CASE INCIDENT 2

Crafting a Better Job

Consider for a moment a midlevel manager at a multinational foods company, Fatima, who would seem to be
at the top of her career. She’s consistently making her
required benchmarks and goals, she has built successful
relationships with colleagues, and senior management
have identified her as “high potential.” But she isn’t
happy with her work. She’d be much more interested in
understanding how her organization can use social media in marketing efforts. Ideally, she’d like to quit and
find something that better suits her passions, but in the
current economic environment this may not be an option. So she has decided to proactively reconfigure her
current job.
Fatima is part of a movement toward job “crafting,”
which is the process of deliberately reorganizing your job
so that it better fits your motives, strengths, and passions.
The core of job crafting is creating diagrams of day-to-day
activities with a coach. Then you and the coach collaboratively identify which tasks fit with your personal passions,
and which tend to drain motivation and satisfaction. Next
the client and coach work together to imagine ways to emphasize preferred activities and de-emphasize those that
are less interesting. Many people engaged in job crafting
find that upon deeper consideration, they have more control over their work than they thought.

So how did Fatima craft her job? She first noticed that
she was spending too much of her time monitoring her
team’s performance and answering team questions, and
not enough time working on the creative projects that
inspire her. She then considered how to modify her relationship with the team so that these activities incorporated
her passion for social media strategies, with team activities
more centered around developing new marketing. She
also identified members of her team who might be able to
help her implement these new strategies and directed her
interactions with these individuals toward her new goals.
As a result, not only has her engagement in her work increased, but she has also developed new ideas that are being recognized and advanced within the organization. In
sum, she has found that by actively and creatively examining her work, she has been able to craft her current job
into one that is truly satisfying.
Questions
1. Why do you think many people are in jobs that are
not satisfying? Do organizations help people craft satisfying and motivating jobs, and if not, why not?
2. Think about how you might reorient yourself to your
own job. Are the principles of job crafting described
above relevant to your work? Why or why not?
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3. Some contend that job crafting sounds good in
principle but is not necessarily available to everyone.
What types of jobs are probably not amenable to job
crafting activities?

4. Are there any potential drawbacks to the job
crafting approach? How can these concerns be
minimized?

Sources: Based on A. Wrzesniewski, J. M. Berg, and J. E. Dutton, “Turn the Job You Have into the Job You Want,”
Harvard Business Review (June 2010), pp. 114–117; A. Wrzesniewski and J. E. Dutton, “Crafting a Job: Revisioning
Employees as Active Crafters of Their Work,” Academy of Management Review 26 (2010), pp. 179–201; and
J. Caplan, “Hate Your Job? Here’s How to Reshape It,” Time (December 4, 2009), www.time.com.
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After studying this chapter,
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emotions and moods.
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Discuss whether emotions
are rational and what
functions they serve.
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emotions and moods.
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emotion regulation and
their likely effects.
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Apply concepts about
emotions and moods to
specific OB issues.
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t one time, workplace romances were a taboo topic. When they
were discussed by organizations, it was often by means of a memo
outlining the policy against such liaisons among co-workers.
Though the motivations behind such policies were not evil—mostly,
it was a desire to avoid sexual harassment lawsuits emanating from one
employee’s amorous pursuit of another—they also overlooked a real problem: a large percentage of couples first met in the workplace, and for many
reasons, work is a great place to meet a future mate.
In one 2011 survey of 3,900 workers, nearly 20 percent indicated they had
dated co-workers at least twice in their working career, and about one-third
of those who did ended up marrying a person they dated at work. What’s
more—65 percent of those who date someone at work say they are open
about it at work.
Nathan Shaw and Maiko Sato met at a Cisco training program. For two
years, they dated openly as fellow employees. When Nathan decided to
propose to Maiko, he asked his boss to help with a ruse. During a fake test of
teleconferencing equipment, Nathan’s proposal flashed on the screen. Maiko
said yes, and they remain happily married and working at Cisco’s San Jose,
CA, headquarters.
To Stacie Taylor, who has been dating Cary Costello, a fellow employee
of Zoot Enterprises (a Bozeman, Montana, technical services provider), for
more than 3 years, finding a mate at work is logical. “People spend so much
of their time working that it’s unavoidable,” she said. Cary adds, “If you’re
around a bunch of like-minded people who have similar interests, it’s bound
to happen.”
There are risks. When 27-year-old Arti Banerjee’s relationship with her
co-worker went sour, her ex-boyfriend started spreading rumors about her
in the office and on Facebook. He forwarded some of her text messages to
co-workers. After two months, Banerjee quit.
Another risk is violations of privacy. Some employees—to protect their
privacy or from fear of their organization’s reaction—try to keep their
relationship under wraps. It generally doesn’t work. When GMR Marketing
co-workers Michelle Walters and Ryan Scholz began dating, they hid their
relationship, only to be found out. As it turns out, they had nothing to
fear. Their boss, Gary Reynolds, says GMR has no dating policy: “Why try to
mandate behavior and develop policy when you don’t need it?”
Sources: S. Shallenbarger, “For Office Romance, The Secret’s Out,” The Wall Street Journal
(February 10, 2010), pp. D1–D2; “Survey: Workplace Dating Losing Stigma,” UPI (February 13,
2011), www.upi.com; R. T. Sharma, “How to Handle an Office Romance, Especially after a Messy
Breakup,” Economic Times (May 1, 2011), http://economictimes.indiatimes.com/.
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Time cools, time clarifies; no mood can be
maintained quite unaltered
through the course of hours. —Mark Twain
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s the preceding stories illustrate, emotions can be an important part of the
way people behave at work. Given the obvious role emotions play in our
lives, it might surprise you that, until recently, the field of OB has given
the topic of emotions little attention.1 Why? We offer two possible explanations.
First is the myth of rationality.2 Until very recently, the protocol of the work
world kept a damper on emotions. A well-run organization didn’t allow employees to express frustration, fear, anger, love, hate, joy, grief, or similar feelings
thought to be the antithesis of rationality. Though researchers and managers
knew emotions were an inseparable part of everyday life, they tried to create
organizations that were emotion-free. Of course, that wasn’t possible.
The second explanation is that many believed emotions of any kind were disruptive.3 Researchers looked at strong negative emotions—especially anger—
that interfered with an employee’s ability to work effectively. They rarely viewed
emotions as constructive or contributing to enhanced performance.
Certainly some emotions, particularly exhibited at the wrong time, can
hinder performance. But employees do bring their emotions to work every day,
and no study of OB would be comprehensive without considering their role in
workplace behavior.
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SELF-ASSESSMENT LIBRARY

How Are You Feeling Right Now?
In the Self-Assessment Library (available on CD or online), take assessment
IV.D.1 (How Are You Feeling Right Now?) and answer the following questions.
1. What was higher—your positive mood score or negative mood score? How
do these scores compare with those of your classmates?
2. Did your score surprise you? Why or why not?
3. What sorts of things influence your positive moods, your negative moods?

What Are Emotions and Moods?

1

Differentiate emotions from
moods and list the basic
emotions and moods.

In our analysis, we’ll need three terms that are closely intertwined: affect,
emotions, and moods.
Affect is a generic term that covers a broad range of feelings people experience,
including both emotions and moods.4 Emotions are intense feelings directed at
someone or something.5 Moods are less intense feelings than emotions and often
(though not always) arise without a specific event acting as a stimulus.6
Most experts believe emotions are more fleeting than moods.7 For example,
if someone is rude to you, you’ll feel angry. That intense feeling probably comes
and goes fairly quickly, maybe even in a matter of seconds. When you’re in a
bad mood, though, you can feel bad for several hours.
Emotions are reactions to a person (seeing a friend at work may make you
feel glad) or an event (dealing with a rude client may make you feel frustrated).
You show your emotions when you’re “happy about something, angry at someone, afraid of something.”8 Moods, in contrast, aren’t usually directed at a
person or an event. But emotions can turn into moods when you lose focus on
the event or object that started the feeling. And, by the same token, good or
bad moods can make you more emotional in response to an event. So when a
colleague criticizes how you spoke to a client, you might show emotion (anger)
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toward a specific object (your colleague). But as the specific emotion dissipates,
you might just feel generally dispirited. You can’t attribute this feeling to any
single event; you’re just not your normal self. You might then overreact to other
events. This affect state describes a mood. Exhibit 4-1 shows the relationships
among affect, emotions, and mood.
First, as the exhibit shows, affect is a broad term that encompasses emotions
and moods. Second, there are differences between emotions and moods. Some
of these differences—that emotions are more likely to be caused by a specific
event, and emotions are more fleeting than moods—we just discussed. Other
differences are subtler. For example, unlike moods, emotions like anger and
disgust tend to be more clearly revealed by facial expressions. Also, some researchers speculate that emotions may be more action-oriented—they may lead
us to some immediate action—while moods may be more cognitive, meaning
they may cause us to think or brood for a while.9
Finally, the exhibit shows that emotions and moods are closely connected and
can influence each other. Getting your dream job may generate the emotion of
joy, which can put you in a good mood for several days. Similarly, if you’re in a
good or bad mood, it might make you experience a more intense positive or negative emotion than otherwise. In a bad mood, you might blow up in response to
a co-worker’s comment that would normally have generated only a mild reaction.
Affect, emotions, and moods are separable in theory; in practice the distinction isn’t always crystal-clear. In some areas, researchers have studied mostly
moods, in other areas mainly emotions. So, when we review the OB topics on
emotions and moods, you may see more information about emotions in one
area and about moods in another. This is simply the state of the research.

Exhibit 4-1

Affect, Emotions, and Moods
Affect
Defined as a broad range of feelings that people experience.
Affect can be experienced in the form of emotions or moods.

Emotions
• Caused by specific event
• Very brief in duration (seconds
or minutes)
• Specific and numerous in nature
(many specific emotions such as
anger, fear, sadness, happiness,
disgust, surprise)
• Usually accompanied by distinct
facial expressions
• Action oriented in nature

affect A broad range of feelings that
people experience.

Moods
• Cause is often general and unclear
• Last longer than emotions (hours
or days)
• More general (two main dimensions—
positive affect and negative affect—
that are composed of multiple specific
emotions)
• Generally not indicated by distinct
expressions
• Cognitive in nature

emotions Intense feelings that are

moods Feelings that tend to be less

directed at someone or something.

intense than emotions and that lack a
contextual stimulus.
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The Basic Emotions
How many emotions are there? There are dozens, including anger, contempt,
enthusiasm, envy, fear, frustration, disappointment, embarrassment, disgust,
happiness, hate, hope, jealousy, joy, love, pride, surprise, and sadness. Numerous
researchers have tried to limit them to a fundamental set.10 But some argue that
it makes no sense to think in terms of “basic” emotions because even emotions
we rarely experience, such as shock, can have a powerful effect on us.11 Other
researchers, even philosophers, say there are universal emotions common to
all. René Descartes, often called the founder of modern philosophy, identified six “simple and primitive passions”—wonder, love, hatred, desire, joy, and
sadness—and argued that “all the others are composed of some of these six or
are species of them.”12 Although other philosophers like Hume, Hobbes, and
Spinoza identified categories of emotions, proof of the existence of a basic set
of emotions still waits for contemporary researchers.
Psychologists have tried to identify basic emotions by studying facial expressions.13 One problem is that some emotions are too complex to be easily represented on our faces. Many think of love as the most universal of all emotions,14 for
example, yet it’s not easy to express it through only a facial expression. Cultures
also have norms that govern emotional expression, so the way we experience an emotion isn’t always the same as the way we show it. People in the United States and the
Middle East recognize a smile as indicating happiness, but in the Middle East a smile
is also more likely to be seen as a sign of sexual attraction, so women have learned
not to smile at men.15 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 think others’ emotional expressions are directed at them. French retail clerks, in contrast, are infamous for being
surly toward customers (as a report from the French government itself confirmed).
Serious German shoppers have reportedly been turned off by Walmart’s friendly
greeters and helpful staff.16 And many companies today offer anger-management
programs to teach people to contain or even hide their inner feelings.17
It’s unlikely 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.18 Some even plot them along a continuum: happiness—
surprise—fear—sadness—anger—disgust.19 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. In
addition, as we’ll see later on, cultural factors can also influence interpretations.

The Basic Moods: Positive and Negative Affect
One way to classify emotions is by whether they are positive or negative.20
Positive emotions—such as joy and gratitude—express a favorable 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.21
When we group emotions into positive and negative categories, they become
mood states because we are now looking at them more generally instead of isolating
one particular emotion. In Exhibit 4-2, excited is a pure marker of high positive affect, while boredom is a pure marker of low positive affect. Nervous is a pure marker
of high negative affect; relaxed is a pure marker of low negative affect. Finally, some
emotions—such as contentment (a mixture of high positive affect and low negative
affect) and sadness (a mixture of low positive affect and high negative affect)—are
in between. You’ll notice this model does not include all emotions. Some, such as
surprise, don’t fit well because they’re not as clearly positive or negative.
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The Structure of Mood

High Negative
Affect

Tense

Excited

Nervous

Elated

Stressed

Happy

Upset

Content

Sad
Depressed

Serene

Bored
Low Positive
Affect

High Positive
Affect

Alert

Relaxed
Fatigued

Calm

Low Negative
Affect

So, we can think of positive affect as a mood dimension consisting of positive emotions such as excitement, self-assurance, and cheerfulness at the high
end and boredom, sluggishness, and tiredness at the low end. Negative affect
is a mood dimension consisting of nervousness, stress, and anxiety at the high
end and relaxation, tranquility, and poise at the low end. (Note: Positive and
negative affect are moods. We’re using these labels, rather than positive mood and
negative mood, because that’s how researchers label them.)
Positive affect and negative affect play out at work and beyond in that they
color our perceptions, and these perceptions can become their own reality. One
flight attendant posted an anonymous blog on the Web that said, “I work in a
pressurized aluminum tube and the environment outside my ‘office’ cannot
sustain human life. That being said, the human life inside is not worth sustaining sometimes . . . in fact, the passengers can be jerks, and idiots. I am often
treated with no respect, nobody listens to me . . . until I threaten to kick them
off the plane.”22 Clearly, if a flight attendant is in a bad mood, it’s going to influence his perceptions of passengers, which will, in turn, influence his behavior.
Negative emotions are likely to translate into negative moods. People think
about events that created strong negative emotions five times as long as they do
about events that created strong positive ones.23 So, we should expect people
to recall negative experiences more readily than positive ones. Perhaps one reason is that, for most of us, negative experiences also are more unusual. Indeed,
research finds a positivity offset, meaning that at zero input (when nothing in
particular is going on), most individuals experience a mildly positive mood.24
So, for most people, positive moods are somewhat more common than negative moods. The positivity offset also appears to operate at work. One study of

positive affect A mood dimension that

negative affect A mood dimension

positivity offset The tendency of most

consists of specific positive emotions
such as excitement, self-assurance,
and cheerfulness at the high end and
boredom, sluggishness, and tiredness
at the low end.

that consists of emotions such as
nervousness, stress, and anxiety at the
high end and relaxation, tranquility,
and poise at the low end.

individuals to experience a mildly
positive mood at zero input (when
nothing in particular is going on).
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customer-service representatives in a British call center (a job where it’s probably pretty difficult to feel positive) revealed people reported experiencing positive moods 58 percent of the time.25
Does the degree to which people experience these positive and negative emotions vary across cultures? Yes. In China, people report experiencing fewer positive and negative emotions 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 experience of emotions: on average, they report more positive and fewer negative emotions
than their Chinese counterparts.26 People in most cultures appear to experience certain positive and negative emotions, but the frequency and intensity varies to some degree.27 Despite these differences, people from all
over the world interpret negative and positive emotions in much the same
way. 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, some cultures value certain emotions more than
others. U.S. culture values enthusiasm, while the Chinese consider negative
emotions more useful and constructive than do people in the United States.
Pride is generally a positive emotion in Western individualistic cultures such
as the United States, but Eastern cultures such as China and Japan view pride
as undesirable.28

The Function of Emotions

2

Discuss whether emotions
are rational and what
functions they serve.

Do Emotions Make Us Irrational? How often have you heard someone say
“Oh, you’re just being emotional”? You might have been offended. The famous astronomer Carl Sagan once wrote, “Where we have strong emotions,
we’re liable to fool ourselves.” These observations suggest rationality and
emotion are in conflict, and that if you exhibit emotion you are likely to
act irrationally. One team of authors argues that displaying emotions such
as sadness to the point of crying is so toxic to a career that we should leave
the room rather than allow others to witness it.29 These perspectives suggest
the demonstration or even experience of emotions can make us seem weak,
brittle, or irrational. However, research is increasingly showing that emotions
are actually critical to rational thinking.30 There has been evidence of such a
link for a long time.
Consider Phineas Gage, a railroad worker in Vermont. One September
day in 1848, while Gage was setting an explosive charge at work, a 3-foot
7-inch iron bar flew into his lower-left jaw and out through the top of his
skull. Remarkably, Gage survived his injury. He was still able to read and
speak, and he performed well above average on cognitive ability tests.
However, it became clear he had lost his ability to experience emotion; he
was emotionless at even the saddest misfortunes or the happiest occasions.
Gage’s inability to express emotion eventually took away his ability to
reason. He started making irrational choices about his life, often behaving
erratically and against his self-interests. Despite being an intelligent man
whose intellectual abilities were unharmed by the accident, Gage drifted
from job to job, eventually taking up with a circus. In commenting on
Gage’s condition, one expert noted, “Reason may not be as pure as most of
us think it is or wish it were . . . emotions and feelings may not be intruders
in the bastion of reason at all: they may be enmeshed in its networks, for
worse and for better.”31
The example of Phineas Gage and many other brain injury studies show
emotions are critical to rational thinking. We must have the ability to experience emotions to be rational. Why? Because our emotions provide important
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Source: BSIP/Photo Researchers, Inc.

information about how we understand the world around us. Would we really
want a manager to make a decision about firing an employee without regarding
either his or the employee’s emotions? The key to good decision making is to
employ both thinking and feeling in our decisions.

By studying brain injuries, such as
the one experienced by Phineas
Gage and whose skull is illustrated
here, researchers discovered an
important link between emotions
and rational thinking. They found
that losing the ability to emote led
to loss of the ability to reason. From
this discovery, researchers learned
that our emotions provide us with
valuable information that helps our
thinking process.

3

Identify the sources of
emotions and moods.

Do Emotions Make Us Ethical? A growing body of research has begun to examine the relationship between emotions and moral attitudes.32 It was previously
believed that, like decision making in general, most ethical decision making
was based on higher-order cognitive processes, but research on moral emotions
increasingly questions this perspective. Examples of moral emotions include
sympathy for the suffering of others, guilt about our own immoral behavior, anger about injustice done to others, contempt for those who behave unethically,
and disgust at violations of moral norms. Numerous studies suggest that these
reactions are largely based on feelings rather than cold cognition.
You can think about this research in your own life to see how the emotional
model of ethics operates. Consider the massive earthquake that struck Japan
in 2011. When you heard about it, did you feel emotionally upset about the
suffering of others, or did you make more of a rational calculation about their
unfortunate situation? Consider a time when you have done something that
hurt someone else. Did you feel angry or upset with yourself? Or think about a
time when you have seen someone else treated unfairly. Did you feel contempt
for the person acting unfairly, or did you engage in a cool rational calculation
of the justice of the situation? Most people who think about these situations do
have at least some sense of an emotional stirring that might prompt them to
engage in ethical actions like donating money to help others, apologizing and
attempting to make amends, or intervening on behalf of those who have been
mistreated. In sum, we can conclude that people who are behaving ethically are
at least partially making decisions based on their emotions and feelings, and
this emotional reaction will often be a good thing.

Sources of Emotions and Moods
Have you ever said “I got up on the wrong side of the bed today”? Have you ever
snapped at a co-worker or family member for no particular reason? If you have,
it probably makes you wonder where emotions and moods come from. Here we
discuss some of the primary influences.
Personality Moods and emotions have a 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. Contrast Texas Tech basketball coach Bobby Knight to Microsoft
CEO Bill Gates. The first is easily moved to anger, while the other is relatively
distant and unemotional. Knight and Gates probably differ in affect intensity,
or how strongly they experience their emotions.33 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.

affect intensity Individual differences
in the strength with which individuals
experience their emotions.
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What’s My Affect Intensity?
In the Self-Assessment Library (available on CD or online), take assessment
IV.D.2 (What’s My Affect Intensity?).

Day of the Week and Time of the Day Are people in their best moods on the
weekends? As Exhibit 4-3 shows, people tend to be in their worst moods (highest
negative affect and lowest positive affect) early in the week, and in their best
moods (highest positive affect and lowest negative affect) late in the week.34
What about time of the day? (See Exhibit 4-4.) We often think we are either
“morning” or “evening” people. However, most of us actually follow the same
pattern. Regardless of what time we go to bed at night or get up in the morning,
levels of positive affect tend to peak at around the halfway point between waking
and sleeping. Negative affect, however, shows little fluctuation throughout the day.
What does this mean for organizational behavior? Monday morning is probably not the best time to ask someone for a favor or convey bad news. Our workplace interactions will probably be more positive from midmorning onward and
also later in the week.
Weather When do you think you would be in a better mood—when it’s
70 degrees and sunny, or on a gloomy, cold, rainy day? 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 on
mood.35 One expert concluded, “Contrary to the prevailing cultural view, these
data indicate that people do not report a better mood on bright and sunny days
(or, conversely, a worse mood on dark and rainy days).”36 Illusory correlation
explains why people tend to think nice weather improves their mood. It occurs
when people associate two events that in reality have no connection.

Exhibit 4-3

Our Moods Are Affected by the Day of the Week

Negative moods are highest on Sundays and
Mondays and fall throughout the week

High

Mood
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Positive moods are highest
at the end of the week

Average

Low
Sun.

Mon.

Tues.

Wed.

Thurs.

Fri.

Sat.

Day of the Week
Positive affect

Negative affect

Source: “Our Moods Are Affected by the Day of the Week” from Mood and Temperament, by D. Watson. Reprinted by permission
of Guilford Publications, Inc.
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Our Moods Are Affected by the Time of Day

Positive mood peaks during
the middle part of the day

Mood

High

Average

Negative moods show very
little variation over the day
Low

9:00

AM

Noon

3:00

PM

6:00

PM

9:00

PM

Midnight

Time of Day
Positive affect

Negative affect

Source: “Our Moods Are Affected by the Day of the Week” from Mood and Temperament, by D. Watson. Reprinted by permission of
Guilford Publications, Inc.

Stress As you might imagine, stressful daily events at work (a nasty e-mail, an impending deadline, the loss of a big sale, a reprimand from the boss) negatively affect
moods. The effects of stress also build over time. As the authors of one study note,
“a constant diet of even low-level stressful events has the potential to cause workers
to experience gradually increasing levels of strain over time.”37 Mounting levels of
stress can worsen our moods, and we experience more negative emotions. Consider
the following entry from a worker’s blog: “I’m in a bit of a blah mood today . . .
physically, I feel funky, though, and the weather out combined with the amount of
personal and work I need to get done are getting to me.” Although sometimes we
thrive on stress, most of us, like this blogger, find stress takes a toll on our mood.38
Social Activities Do you tend to be happiest when out with friends? For most
people, social activities increase positive mood and have little effect on negative mood. But do people in positive moods seek out social interactions, or do
social interactions cause people to be in good moods? It seems both are true.39
Does the type of social activity matter? Indeed it does. 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
positive mood than events that are formal (attending a meeting) or sedentary
(watching TV with friends).40

illusory correlation The tendency of
people to associate two events when
in reality there is no connection.
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Moods of the Unemployed
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Sad

Stressed

Angry

Depressed

Source: E. Mendes and L. Saad, “For Unemployed, Length, Scale of Job Search Affects Well Being, Life Ratings,” Gallup News (February 25, 2011),
http://www.gallup.com/. Reprinted with permission.

Exercise and social activities are
two of the primary sources of emotions and moods. For most people,
working out and participating in
social activities that are informal
and physical increase positive
moods. Shown here are employees
of Blizzard Entertainment taking a
break from work to play volleyball.
Blizzard, a developer of entertainment software, offers employees
yoga classes, a sand volleyball court,
basketball court, bike track, and fitness center where they can exercise
and socialize. Like many other organizations, Blizzard believes these
activities result in happier, healthier,
and more productive employees.

Source: 044/ZUMA Press/Newscomm

Sleep U.S. adults report sleeping less than adults a generation ago.41 Does
lack of sleep make people grumpier? Sleep quality does affect mood. Undergraduates and adult workers who are sleep-deprived report greater feelings of
fatigue, anger, and hostility.42 One reason is that poor or reduced sleep impairs
decision making and makes it difficult to control emotions.43 A recent study
suggests poor sleep also impairs job satisfaction because people feel fatigued,
irritable, and less alert.44
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Myth or Science?

We Are Better Judges of When Others
Are Happy Than When They Are Sad

T

his statement is generally true.
Consider the following scenario:
Assume you work with three
other people: Jane, Blake, and Morgan.
Jane received several calls from customers unhappy with a product made
by her company. Blake broke up with
his fiancé. Morgan has had a recurrence
of depression. Yet at lunch today all
three seemed pretty happy. There were
smiles, laughter, and in general good
humor for all to see. Yet each person, in
his or her own way, is weathering tough
times. If you had to gauge the moods of
Jane, Blake, and Morgan, you might say
they were in relatively good moods. If
you asked each of them, however, they
might attribute their seeming good humor to impression management, “putting on a good face,” or the effects of
the social environment.
This hypothetical scenario reflects
a phenomenon recent research
supports: we typically underestimate

the negative emotions experienced by
others. In other words, people often
feel worse than we believe they do. To
some extent, the same is true of positive emotions: We estimate people to
experience more positive emotions
than they do. Why do we think people
are in better moods than they really
are, and what are the implications?
There are two reasons we see others as experiencing more positive and
fewer negative emotions than they do:

The upshot? First, we should appreciate that in social situations like work,
people probably feel less happy than
they appear. Second, we should be
less afraid to disclose negative emotions to friends, close coworkers, and
significant others, given the costs of
“keeping it all in.” Often the strongest
emotional links we form with others
occur when someone reports experiencing something negative that we
too have experienced.

1. People generally experience more
negative emotions when they are
by themselves than when they
are in the company of others. So
we tend to see others not at their
lowest, but at their highest.
2. Most people are reluctant to divulge negative feelings in social
situations. Thus, when we’re feeling
low, we tend to avoid showing others how bad we feel.

Sources: Based on: A. H. Jordan, B. Monin,
C. S. Dweck, B. J. Lovett, O. P. John, and
J. J. Gross, “Misery Has More Company Than
People Think: Underestimating the Prevalence
of Others’ Negative Emotions,” Personality
and Social Psychology Bulletin 37, no. 1
(2011), pp. 120–135; M. Szalavitz, “Misery
Has More Company Than You Think, Especially
on Facebook,” Time (January 27, 2011), http://
healthland.time.com; and C. Jarrett, “Other
People May Experience More Misery Than
You Realize,” Research Digest (January 24,
2011), http://bps-research-digest.blogspot
.com.

Exercise You often hear people should exercise to improve their mood. Does
“sweat therapy” really work? It appears so. Research consistently shows exercise
enhances peoples’ positive mood.45 While not terribly strong overall, the effects
are strongest for those who are depressed. So exercise may help put you in a
better mood, but don’t expect miracles.
Age Do young people experience more extreme positive emotions (so-called
youthful exuberance) 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.46 The study implies emotional experience improves with age; as we get older, we experience fewer negative emotions.
Sex Many believe women are more emotional than men. Is there any truth to
this? Evidence does confirm women are more emotionally expressive than men;47
they experience emotions more intensely, they tend to “hold onto” emotions
longer than men, and they display more frequent expressions of both positive
and negative emotions, except anger.48 Evidence from a study of participants
from 37 different countries found that men consistently report higher levels of
powerful emotions like anger, whereas women report more powerless emotions
like sadness and fear. Thus, there are some sex differences in the experience
and expression of emotions.49
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glOBalization!

Should You Expect “Service with a Smile”
All Around the World?

I

n most customer service jobs in
the United States, there is a strong
social pressure for employees to display an upbeat demeanor at all times,
demonstrating happy and friendly
emotions in an effort to make customers feel pleasant and at ease. Experts
on emotional labor have found that
these rules encouraging “service with
a smile” are also found in many other
countries, but that doesn’t mean they
are followed to the same extent everywhere.
One study examined international
differences in emotional displays by
having participants from Israel, France,
Singapore, and the United States
explain how they would behave in a variety of emotionally charged situations
as customer service agents. Their

results showed that although there
was a strongly consistent tendency
for respondents to report they would
try to show happiness and suppress
anger toward customers, there were
differences in the extent to which
people would engage in these forms
of emotional labor. Respondents from
Singapore were especially negatively
disposed toward expressing anger at
customers, while the French found it
more acceptable. U.S. respondents
were especially likely to display happiness toward customers, while French
respondents were most reserved in
their expressions of happiness.
This is not to say there aren’t crosscultural similarities in customer service
expectations and customer reactions.
There are no cultures in which smiling

is seen as an expression of hostility or
in which a grimace or frown is seen
as a sign of friendliness. There also
appear to be consistently positive reactions to others who display positive
emotions. However, companies that
operate in multiple markets should
expect to see differences in the types
of emotions customer service employees will display.
Sources: A. Grandey, A Rafaeli, S. Ravid,
J. Wirtz, and D. D. Steiner, “Emotion
Display Rules at Work in the Global
Service Economy: The Special Case of the
Customer,” Journal of Service Management
21, (2010), pp. 388–412; and D. Matsumoto,
“Culture and Emotional Expression,” in
R. S. Wyer, C. Chiu, and Y. Hong (Eds.),
Understanding Culture: Theory, Research,
and Application (New York: Taylor and
Francis, 2009), pp. 271–288.

People also tend to attribute men’s and women’s emotions in ways that
might be based on stereotypes of what typical emotional reactions are. One
study showed that experimental participants who read about emotional expressions interpreted women’s reactions as being dispositional (related to personality), whereas men’s reactions were interpreted as being due to the situation
around them.50 For example, a picture of a sad woman led observers to believe
she was acting consistently with an emotional personality type, whereas a picture
of a sad man was more likely to be attributed to his having a bad day. Another
study showed that participants were faster at detecting angry expressions on
male faces and happy expressions on female faces; neutral faces in men were attributed as more angry and neutral faces in women were interpreted as happy.51

Emotional Labor

4

Show the impact emotional
labor has on employees.

If you’ve ever had a job in retail sales or waited on tables in a restaurant, you know
the importance of projecting a friendly demeanor and smiling. Even though
there were days when you didn’t feel cheerful, you knew management expected
you to be upbeat when dealing with customers. So you faked it. Every employee
expends physical and mental labor by putting body and mind, respectively, into
the job. But jobs also require emotional labor, an employee’s expression of organizationally desired emotions during interpersonal transactions at work.

Emotional Labor

109

Source: K94/ZUMA Press/Newscom

In addition to physical and mental
labor, jobs also require emotional
labor. Emerging from studies of service jobs, the concept of emotional
labor involves an employee’s expression of emotions that an organization requires during interpersonal
transactions. Employees of this new
Apple store in Scottsdale, Arizona,
greeted shoppers standing in line
and waiting to get into the store
with a warm reception. Employees’
smiles and high fives are expressions of emotional labor that Apple
requires and considers appropriate
for their jobs.

The concept of emotional labor emerged from studies of service jobs.
Airlines expect their flight attendants to be cheerful; we expect funeral directors
to be sad and doctors emotionally neutral. But emotional labor is relevant to
almost every job. At the least your managers expect you to be courteous, not
hostile, in your interactions with co-workers. The true challenge arises when
employees have to project one emotion while feeling another.52 This disparity is emotional dissonance, and it can take a heavy toll. Bottled-up feelings of
frustration, anger, and resentment can eventually lead to emotional exhaustion
and burnout.53 It’s from the increasing importance of emotional labor as a key
component of effective job performance that we have come to understand the
relevance of emotion within the field of OB.
Emotional labor creates dilemmas for employees. There are people with
whom you have to work that you just plain don’t like. Maybe you consider their
personality abrasive. Maybe you know they’ve said negative things about you behind your back. Regardless, your job requires you to interact with these people
on a regular basis. So you’re forced to feign friendliness.
It can help you, on the job especially, if you separate emotions into felt or displayed emotions.54 Felt emotions are an individual’s actual emotions. In contrast,
displayed emotions are those that the organization requires workers to show and
considers appropriate in a given job. They’re not innate; they’re learned. “The
ritual look of delight on the face of the first runner-up as the new Miss America is
announced is a product of the display rule that losers should mask their sadness
with an expression of joy for the winner.”55 Similarly, most of us know we’re expected to act sad at funerals, regardless of whether we consider the person’s death
a loss, and to appear happy at weddings even if we don’t feel like celebrating.

emotional labor A situation in
which an employee expresses
organizationally desired emotions
during interpersonal transactions
at work.

emotional dissonance Inconsistencies

displayed emotions Emotions that

between the emotions people feel
and the emotions they project.

are organizationally required and
considered appropriate in a given job.

felt emotions An individual’s actual
emotions.
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Research suggests that at U.S. workplaces, it is expected that we should
typically display positive emotions like happiness and excitement and suppress
negative emotions like fear, anger, disgust, and contempt.56 Effective managers
have learned to be serious when giving an employee a negative performance
evaluation and to hide their anger when they’ve been passed over for promotion. A salesperson who hasn’t learned to smile and appear friendly, despite his
or her true feelings at the moment, typically won’t last long in the job. How we
experience an emotion isn’t always the same as how we show it.57
Displaying fake emotions requires us to suppress real ones. Surface acting
is hiding inner feelings and forgoing emotional expressions in response to display rules. A worker who smiles at a customer even when he doesn’t feel like it
is surface acting. Deep acting is trying to modify our true inner feelings based
on display rules. A health care provider trying to genuinely feel more empathy
for her patients is deep acting.58 Surface acting deals with displayed emotions,
and deep acting deals with felt emotions. Research shows that surface acting is
more stressful to employees because it entails denying their true emotions.59
Displaying emotions we don’t really feel is exhausting, so it is important to give
employees who engage in surface displays a chance to relax and recharge. A
study that looked at how cheerleading instructors spent their breaks from teaching found those who used their breaks to rest and relax were more effective
instructors after their breaks.60 Instructors who did chores during their breaks
were only about as effective after their break as they were before. Another study
found that in hospital work groups where there were heavy emotional display
demands, burnout was higher than in other hospital work groups.61

Affective Events Theory

5

Describe affective events
theory and identify its
applications.

We’ve seen that emotions and moods are an important part of our lives and our
work lives. But how do they influence our job performance and satisfaction? A
model called affective events theory (AET) demonstrates that employees react
emotionally to things that happen to them at work, and this reaction influences
their job performance and satisfaction.62
Exhibit 4-5 summarizes AET. The theory begins by recognizing that emotions
are a response to an event in the work environment. The work environment
includes everything surrounding the job—the variety of tasks and degree of
autonomy, job demands, and requirements for expressing emotional labor.
This environment creates work events that can be hassles, uplifting events, or
both. Examples of hassles are colleagues who refuse to carry their share of work,
conflicting directions from different managers, and excessive time pressures.
Uplifting events include meeting a goal, getting support from a colleague, and
receiving recognition for an accomplishment.63
These work events trigger positive or negative emotional reactions, to which
employees’ personalities and moods predispose them to respond with greater
or lesser intensity. People who score low on emotional stability are more likely
to react strongly to negative events. And our emotional response to a given
event can change depending on mood. Finally, emotions influence a number
of performance and satisfaction variables, such as organizational citizenship
behavior, organizational commitment, level of effort, intention to quit, and
workplace deviance.

Affective Events Theory

Exhibit 4-5
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Work environment
• Characteristics of
the job
• Job demands
• Requirements for
emotional labor

Work events
• Daily hassles
• Daily uplifts

Emotional reactions
• Positive
• Negative

Job satisfaction

Job performance

Personal dispositions
• Personality
• Mood

Source: Based on N. M. Ashkanasy and C. S. Daus, “Emotion in the Workplace: The New Challenge for Managers,” Academy of
Management Executive (February 2002), p. 77.

Tests of affective events theory suggest the following:
1. An emotional episode is actually a series of emotional experiences,
precipitated by a single event and containing elements of both emotions
and mood cycles.
2. Current emotions influence job satisfaction at any given time, along with
the history of emotions surrounding the event.
3. Because moods and emotions fluctuate over time, their effect on
performance also fluctuates.
4. Emotion-driven behaviors are typically short in duration and of high
variability.
5. Because emotions, even positive ones, tend to be incompatible with
behaviors required to do a job, they typically have a negative influence on
job performance.64
Consider an example.65 Say you work as an aeronautical engineer for Boeing.
Because of the downturn in demand for commercial jets, you’ve just learned
the company is considering laying off 10,000 employees, possibly including you.
This event is likely to make you feel negative emotions, especially fear that you
might lose your primary source of income. And because you’re prone to worry
a lot and obsess about problems, this event increases your feelings of insecurity.
The layoff also sets in motion a series of smaller events that create an episode:
you talk with your boss and he assures you your job is safe; you hear rumors your
department is high on the list to be eliminated; and you run into a former colleague who was laid off 6 months ago and still hasn’t found work. These events,

surface acting Hiding one’s inner
feelings and forgoing emotional
expressions in response to display
rules.

deep acting Trying to modify one’s

affective events theory (AET) A model

true inner feelings based on display
rules.

that suggests that workplace events
cause emotional reactions on the part
of employees, which then influence
workplace attitudes and behaviors.
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in turn, create emotional ups and downs. One day, you’re feeling upbeat that
you’ll survive the cuts. The next, you might be depressed and anxious. These
emotional swings take your attention away from your work and lower your job
performance and satisfaction. Finally, your response is magnified because this is
the fourth-largest layoff Boeing has initiated in the past 3 years.
In summary, AET offers two important messages.66 First, emotions provide
valuable insights into how workplace hassles and uplifting events influence
employee performance and satisfaction. Second, employees and managers
shouldn’t ignore emotions or the events that cause them, even when they
appear minor, because they accumulate.

Emotional Intelligence

6

Contrast the evidence for
and against the existence
of emotional intelligence.

Diane Marshall is an office manager. Her awareness of her own and others’
emotions is almost nil. She’s moody and unable to generate much enthusiasm or interest in her employees. She doesn’t understand why employees get
upset with her. She often overreacts to problems and chooses the most ineffectual responses to emotional situations.67 Diane has low emotional intelligence. Emotional intelligence (EI) is a person’s ability to (1) perceive emotions
in the self and others, (2) understand the meaning of these emotions, and
(3) regulate one’s emotions accordingly in a cascading model, as shown in
Exhibit 4-6. People who know their own emotions and are good at reading emotional cues—for instance, knowing why they’re angry and how to express themselves without violating norms—are most likely to be effective.68
Several studies suggest EI plays an important role in job performance. One
study that used functional magnetic resonance imaging (fMRI) technology
found executive MBA students who performed best on a strategic decision making task were more likely to incorporate emotion centers of the brain into their
choice process. The students also de-emphasized the use of the more cognitive parts of their brains.69 Another study looked at the successes and failures
of 11 U.S. presidents—from Franklin Roosevelt to Bill Clinton—and evaluated them on six qualities: communication, organization, political skill, vision,
cognitive style, and emotional intelligence. The key quality that differentiated

Exhibit 4-6

A Cascading Model of Emotional Intelligence

Conscientiousness

Perceive Emotions in Self
and Others

Cognitive

Understand the Meaning of
Emotions

Emotional Stability

Regulate Emotions

Emotional Intelligence
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Source: Daniel Rosen baum/The New York Times/Redux Pictures

Diane Hoskins, a top leader at
Gensler, a global architectural firm,
has high emotional intelligence.
She is one of three executive directors who operate the firm along
with the management committee.
Hoskins is a star performer in a
job that demands interacting with
employees and developing their
careers to ensure that Gensler has
the talent it needs to serve clients.
Hoskins is shown here discussing
a new internship program that
could help Gensler build its global
business.

the successful (such as Roosevelt, Kennedy, and Reagan) from the unsuccessful (such as Johnson, Carter, and Nixon) was emotional intelligence.70 One
simulation study also showed that students who were good at identifying and
distinguishing among their own feelings were able to make more profitable
investment decisions.71
EI has been a controversial concept in OB, with supporters and detractors.
In the following sections, we review the arguments for and against its viability.

The Case for EI
The arguments in favor of EI include its intuitive appeal, the fact that it predicts
criteria that matter, and the idea that it is biologically based.
Intuitive Appeal Almost everyone agrees it is good to possess social intelligence. Intuition suggests people who can detect emotions in others, control
their own emotions, and handle social interactions well have a powerful leg up
in the business world. Partners in a multinational consulting firm who scored
above the median on an EI measure delivered $1.2 million more in business
than did the other partners.72
EI Predicts Criteria That Matter Evidence suggests a high level of EI means a
person will perform well on the job. One study found EI predicted the performance of employees in a cigarette factory in China.73 Another study found the

emotional intelligence (EI) The ability
to detect and to manage emotional
cues and information.

114

CHAPTER 4

Emotions and Moods

ability to recognize emotions in others’ facial expressions and to emotionally
“eavesdrop” (pick up subtle signals about peoples’ emotions) predicted peer
ratings of how valuable people were to their organization.74 Finally, a review
of studies indicated that, overall, EI weakly but consistently correlated with job
performance, even after researchers took cognitive ability, conscientiousness,
and neuroticism into account.75
EI Is Biologically Based In one study, people with damage to the brain area
that governs emotional processing (part of the prefrontal cortex) scored no
lower on standard measures of intelligence than people without similar damage. But they scored significantly lower on EI tests and were impaired in normal
decision making, as demonstrated by their poor performance in a card game
with monetary rewards. This study suggests EI is neurologically based in a way
that’s unrelated to standard measures of intelligence.76 There is also evidence
EI is genetically influenced, further supporting the idea that it measures a real
underlying biological factor.77

The Case Against EI
For all its supporters, EI has just as many critics who say it is vague and impossible
to measure, and they question its validity.
EI Researchers Do Not Agree on Definitions To many researchers, it’s not
clear what EI is because researchers use different definitions of the construct.78 Some researchers have focused on emotional intelligence via tests
with right and wrong answers, scoring the ability to recognize and control
emotions. This is the ability-based perspective on EI. Others focus on emotional intelligence as a broad variety of constructs that can be measured by
self-reports and are connected primarily by the fact that they are not redundant with cognitive intelligence. Not only are these two definitions different,
but the measures used by each perspective are barely correlated with one
another.79
EI Can’t Be Measured Many critics have raised questions about measuring EI.
Because EI is a form of intelligence, they argue, there must be right and wrong
answers for it on tests. Some tests do have right and wrong answers, although
the validity of some questions is doubtful. One measure asks you to associate
feelings with colors, as if purple always makes us feel cool and not warm. Other
measures are self-reported, such as “I’m good at ‘reading’ other people,” and
have no right or wrong answers. However, these self-report measures could
reflect a variety of non-ability related constructs like general self-esteem or
self-efficacy. The measures of EI are diverse, and researchers have not subjected them to as much rigorous study as they have measures of personality and
general intelligence.80
EI Is Nothing but Personality with a Different Label Some critics argue that
because EI is so closely related to intelligence and personality, once you control for these factors, it has nothing unique to offer. There is some foundation
to this argument. EI appears to be correlated with measures of personality,
especially emotional stability.81 If this is true, then the evidence for a biological component to EI is spurious, and biological markers like brain activity and
heritability are attributable to other well-known and much better researched
psychological constructs. To some extent, researchers have resolved this issue
by noting that EI is a construct partially determined by traits like cognitive
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intelligence, conscientiousness, and neuroticism, as shown in Exhibit 4-6, so it
makes sense that EI is correlated with these characteristics.82
Although the field is progressing in its understanding of EI, many questions have
not been answered. Still, EI is wildly popular among consulting firms and in the
popular press. One company’s promotional materials for an EI measure claimed,
“EI accounts for more than 85 percent of star performance in top leaders.”83 To say
the least, it’s difficult to validate this statement with the research literature.

Emotion Regulation
Have you ever tried to cheer yourself up when you’re feeling down, or calm
yourself when you’re feeling angry? If so, you have engaged in emotion regulation, which is part of the EI literature but has also been studied as an independent concept.84 The central idea behind emotion regulation is to identify
and modify the emotions you feel. Strategies to change your emotions include
thinking about more pleasant things, suppressing negative thoughts, distracting yourself, reappraising the situation, or engaging in relaxation techniques.
As you might suspect based on our discussion up to this point, not everyone
is equally good at regulating their emotions. Individuals who are higher in the
personality trait of neuroticism have more trouble doing so and often find their
moods are beyond their ability to control. Individuals who have lower levels of
self-esteem are also less likely to try to improve their sad moods, perhaps because
they are less likely than others to feel like they deserve to be in a good mood.85
While it might seem in some ways desirable to regulate your emotions, research suggests there is a downside to trying to change the way you feel. Changing
your emotions takes effort, and this effort can be exhausting. Sometimes attempts
to change an emotion actually make the emotion stronger; for example, trying
to talk yourself out of being afraid can make you focus more on what scares you,
which makes you more afraid.86 Emotion suppression appears to be especially
difficult to do effectively and can lead to more negative emotions; reappraising
situations is usually more effective in increasing positive emotions and limiting
negative emotions.87 From another perspective, research suggests that avoiding
negative emotional experiences is less likely to lead to positive moods than seeking out positive emotional experiences.88 For example, you’re more likely to experience a positive mood if you have a pleasant conversation with a friend than
you would be if you avoided an unpleasant conversation with a hostile co-worker.

S A
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SELF-ASSESSMENT LIBRARY

What’s My Emotional Intelligence Score?
In the Self-Assessment Library (available on CD or online), take assessment I.E.1
(What’s My Emotional Intelligence Score?).
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Identify strategies for
emotion regulation and
their likely effects.

In this section, we assess how an understanding of emotions and moods can
improve our ability to explain and predict the selection process in organizations, decision making, creativity, motivation, leadership, interpersonal conflict,
negotiation, customer service, job attitudes, and deviant workplace behaviors.
We also look at how managers can influence our moods.
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Hiring employees with high
emotional intelligence is important
for companies such as Starbucks,
whose baristas have frequent social
interactions with customers. In
keeping with Starbucks mission
“to inspire and nurture the human
spirit,” the company selects baristas
who relate well to customers,
connect with them, and uplift their
lives. At Starbucks, emotional intelligence plays an important role in
job performance, as the company
enjoys a loyal customer base and
a reputation as one of the most
admired companies in America.

Selection
One implication from the evidence on EI to date is that employers should consider
it a factor in hiring employees, especially in jobs that demand a high degree of social
interaction. In fact, more employers are starting to use EI measures to hire people.
A study of U.S. Air Force recruiters showed that top-performing recruiters exhibited high levels of EI. Using these findings, the Air Force revamped its selection
criteria. A follow-up investigation found future hires who had high EI scores were
2.6 times more successful than those who didn’t. At L’Oreal, salespersons selected
on EI scores outsold those hired using the company’s old selection procedure. On
an annual basis, salespeople selected for their emotional competence sold $91,370
more than other salespeople did, for a net revenue increase of $2,558,360.89

Decision Making
As you will see in Chapter 6, traditional approaches to the study of decision making
in organizations have emphasized rationality. But OB researchers are increasingly
finding that moods and emotions have important effects on decision making.
Positive moods and emotions seem to help. People in good moods or experiencing positive emotions are more likely than others to use heuristics, or rules
of thumb,90 to help make good decisions quickly. Positive emotions also enhance
problem-solving skills, so positive people find better solutions to problems.91
OB researchers continue to debate the role of negative emotions and moods
in decision making. Although one often-cited study suggested depressed people
reach more accurate judgments,92 more recent evidence hints they make poorer
decisions. Why? Because depressed people are slower at processing information
and tend to weigh all possible options rather than the most likely ones.93 They
search for the perfect solution, when there rarely is one.

Creativity
People in good moods tend to be more creative than people in bad moods.94 They
produce more ideas and more options, and others think their ideas are original.95
It seems people experiencing positive moods or emotions are more flexible and
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open in their thinking, which may explain why they’re more creative.96 Supervisors
should actively try to keep employees happy because doing so creates more good
moods (employees like their leaders to encourage them and provide positive
feedback on a job well done), which in turn leads people to be more creative.97
Some researchers, however, do not believe a positive mood makes people more
creative. They argue that when people are in positive moods, they may relax (“If I’m
in a good mood, things must be going okay, and I must not need to think of new
ideas”) and not engage in the critical thinking necessary for some forms of creativity.98 The answer may lie in thinking of moods somewhat differently. Rather than
looking at positive or negative affect, it’s possible to conceptualize moods as active
feelings like anger, fear, or elation and contrast these with deactivating moods like
sorrow, depression, or serenity. All the activating moods, whether positive or negative, seem to lead to more creativity, whereas deactivating moods lead to less.99

Motivation
Several studies have highlighted the importance of moods and emotions on motivation. One study set two groups of people to solving word puzzles. The first group
saw a funny video clip, intended to put the subjects in a good mood first. The
other group was not shown the clip and started working on the puzzles right away.
The results? The positive-mood group reported higher expectations of being able
to solve the puzzles, worked harder at them, and solved more puzzles as a result.100
The second study found that giving people performance feedback—whether
real or fake—influenced their mood, which then influenced their motivation.101
So a cycle can exist in which positive moods cause people to be more creative,
which leads to positive feedback from those observing their work. This positive feedback further reinforces the positive mood, which may make people
perform even better, and so on.
Another study looked at the moods of insurance sales agents in Taiwan.102
Agents in a good mood were more helpful toward their co-workers and also felt
better about themselves. These factors in turn led to superior performance in
the form of higher sales and better supervisor reports of performance.

Leadership
Effective leaders rely on emotional appeals to help convey their messages.103 In
fact, the expression of emotions in speeches is often the critical element that
makes us accept or reject a leader’s message. “When leaders feel excited, enthusiastic, and active, they may be more likely to energize their subordinates and
convey a sense of efficacy, competence, optimism, and enjoyment.”104 Politicians,
as a case in point, have learned to show enthusiasm when talking about their
chances of winning an election, even when polls suggest otherwise.
Corporate executives know emotional content is critical if employees are to
buy into their vision of the company’s future and accept change. When higherups offer new visions, especially with vague or distant goals, it is often difficult for
employees to accept the changes they’ll bring. By arousing emotions and linking them to an appealing vision, leaders increase the likelihood that managers
and employees alike will accept change.105 Leaders who focus on inspirational
goals also generate greater optimism and enthusiasm in employees, leading to
more positive social interactions with co-workers and customers.106

Negotiation
Negotiation is an emotional process; however, we often say a skilled negotiator
has a “poker face.” The founder of Britain’s Poker Channel, Crispin Nieboer,
stated, “It is a game of bluff and there is fantastic human emotion and tension,
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The general manager of a professional sports team is the organizational leader responsible for
developing a winning team. As
general manager of the Los Angeles
Dodgers, Ned Colletti is shown here
delivering an inspirational talk to
employees right before a game
between the Dodgers and the San
Diego Padres. Colletti relies on emotional appeals to employees of all
the individual divisions of the team,
from administrative affairs to public
relations, to work well together in
achieving a victorious season.

seeing who can bluff the longest.”107 Several studies have shown that a negotiator who feigns anger has an advantage over the opponent. Why? Because when
a negotiator shows anger, the opponent concludes the negotiator has conceded
all she can and so gives in.108 Anger should be used selectively in negotiation:
angry negotiators who have less information or less power than their opponents have significantly worse outcomes.109 It appears that a powerful, betterinformed individual will be less willing to share information or meet an angry
opponent halfway.
Displaying a negative emotion (such as anger) can be effective, but feeling
bad about your performance appears to impair future negotiations. Individuals
who do poorly in a negotiation experience negative emotions, develop negative
perceptions of their counterpart, and are less willing to share information or be
cooperative in future negotiations.110 Interestingly, then, while moods and emotions have benefits at work, in negotiation—unless we’re putting up a false front
like feigning anger—emotions may impair negotiator performance. A 2005 study
found people who suffered damage to the emotional centers of their brains (the
same part that was injured in Phineas Gage) may be the best negotiators, because
they’re not likely to overcorrect when faced with negative outcomes.111

Customer Service
A worker’s emotional state influences customer service, which influences levels
of repeat business and of customer satisfaction.112 Providing high-quality customer service makes demands on employees because it often puts them in a
state of emotional dissonance. Over time, this state can lead to job burnout,
declines in job performance, and lower job satisfaction.113
Employees’ emotions can transfer to the customer. Studies indicate a
matching effect between employee and customer emotions called emotional
contagion—the “catching” of emotions from others.114 How does it work? The
primary explanation is that when someone experiences positive emotions and
laughs and smiles at you, you tend to respond positively. Emotional contagion
is important because customers who catch the positive moods or emotions
of employees shop longer. But are negative emotions and moods contagious,
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too? Absolutely. When an employee feels unfairly treated by a customer, for
example, it’s harder for him to display the positive emotions his organization
expects of him.115

Job Attitudes
Ever hear the advice “Never take your work home with you,” meaning you
should forget about work once you go home? That’s easier said than done.
Several studies have shown people who had a good day at work tend to be in a
better mood at home that evening, and vice versa.116 People who have a stressful
day at work also have trouble relaxing after they get off work.117 One study had
married couples describing their moods when responding to timed cell-phone
surveys through the course of the day. As most married readers might suspect,
if one member of the couple was in a negative mood during the workday, that
mood spilled over to the spouse at night.118 In other words, if you’ve had a bad
day at work, your spouse is likely to have an unpleasant evening. Even though
people do emotionally take their work home with them, however, by the next
day the effect is usually gone.119

Deviant Workplace Behaviors
Anyone who has spent much time in an organization realizes people often behave in ways that violate established norms and threaten the organization, its
members, or both. As we saw in Chapter 1, these actions are called workplace
deviant behaviors.120 Many can be traced to negative emotions.
For instance, envy is an emotion that occurs when you resent someone for
having something you don’t have but strongly desire—such as a better work
assignment, larger office, or higher salary.121 It can lead to malicious deviant
behaviors. An envious employee could backstab another employee, negatively
distort others’ successes, and positively distort his own accomplishments.122
Angry people look for other people to blame for their bad mood, interpret
other people’s behavior as hostile, and have trouble considering others’ point
of view.123 It’s not hard to see how these thought processes, too, can lead directly
to verbal or physical aggression.
Evidence suggests people who feel negative emotions, particularly anger or
hostility, are more likely than others to engage in deviant behavior at work.124
Once aggression starts, it’s likely that other people will become angry and aggressive, so the stage is set for a serious escalation of negative behavior.

Safety and Injury at Work
Research relating negative affectivity to increased injuries at work suggests employers might improve health and safety (and reduce costs) by ensuring workers
aren’t engaged in potentially dangerous activities when they’re in a bad mood.
Bad moods can contribute to injury at work in several ways.125 Individuals in
negative moods tend to be more anxious, which can make them less able to cope
effectively with hazards. A person who is always scared will be more pessimistic
about the effectiveness of safety precautions because she feels she’ll just get hurt
anyway, or she might panic or freeze up when confronted with a threatening

emotional contagion The process by
which peoples’ emotions are caused
by the emotions of others.
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An Ethical Choice

Schadenfreude

E

nglish may be a robust language,
but sometimes a word from
another language expresses
something that English misses. Such
is the case with a particular and interesting emotional sentiment known by
a German name.
“Taking delight in the misery of others,” or schadenfreude, has recently
been studied by psychologists whose
findings have implications for work.
Neuropsychological research shows
that when we experience schadenfreude, it is the pleasure centers of our
brains that light up, similar to what happens when we enjoy good food or win
a contest. It may explain why we take
a special interest in reading about the
misfortunes of Bernie Madoff, Lindsay
Lohan, Charlie Sheen, and others.
As you might experience, we are
more likely to experience schadenfreude when the misfortune happens

to someone we envy or dislike, or, as a
recent study showed, to someone we
see as a rival, such as a co-worker with
whom we have a competitive relationship. This effect persisted even when
researchers controlled for how much
the person liked the other.
What are the ethical and work
implications of schadenfreude?

emotions can corrupt the comparer.”
Perhaps we can’t avoid some comparisons to our coworkers or friends,
but we can control how much we do
it. Schadenfreude can keep us from
empathizing not only with one individual, but with those experiencing
misfortune more generally.

1. Don’t judge yourself too harshly for
experiencing schadenfreude. As
one review noted, “it seems almost
inherent to social being.” If we expect ourselves to never experience
schadenfreude toward a disliked coworker, it’s a standard we’re bound
to fail to meet.
2. At the same time, try to recognize that while social comparisons
are natural, they’re not particularly
healthy. As eminent psychologist
Susan Fiske noted, “Comparison

Sources: W. van Dijk, J. W. Ouwerkerk,
Y. M. Wesseling, and G. M. van
Koningsbruggen, “Towards Understanding
Pleasure at the Misfortunes of Others:
The Impact of Self-Evaluation Threat on
Schadenfreude,” Cognition and Emotion
25, no. 2 (2011), pp. 360–368; R. H. Smith,
C. A. Powell, D. J. Combs, and D. R. Schurtz,
“Exploring the When and Why of
Schadenfreude,” Social and Personality
Psychology Compass 3, no. 4 (2009),
pp. 530–546; S. T. Fiske, “Envy Up, Scorn
Down: How Comparison Divides Us,”
American Psychologist 65, no. 8 (2010),
pp. 698–706; and D. Rakoff, “When Bad
Things Happen To Do-Good People,” The
New York Times (May 1, 2011), p. WK12.

situation. Negative moods also make people more distractable, and distractions
can obviously lead to careless behaviors.

How Managers Can Influence Moods

8

Apply concepts about
emotions and moods to
specific OB issues.

You can usually improve a friend’s mood by sharing a funny video clip, giving
the person a small bag of candy, or even offering a pleasant beverage.126 But
what can companies do to improve employees’ moods? Managers can use humor and give their employees small tokens of appreciation for work well done.
Also, when leaders themselves are in good moods, group members are more
positive, and as a result they cooperate more.127
Finally, selecting positive team members can have a contagion effect because
positive moods transmit from team member to team member. One study of
professional cricket teams found players’ happy moods affected the moods of
their team members and positively influenced their performance.128 It makes
sense, then, for managers to select team members predisposed to experience
positive moods.

MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Questions for Review
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Summary and Implications for Managers
Emotions and moods are similar in that both are affective in nature. But they’re
also different—moods are more general and less contextual than emotions.
And events do matter. The time of day and day of the week, stressful events,
social activities, and sleep patterns are some of the factors that influence emotions and moods. Emotions and moods have proven relevant for virtually every
OB topic we study, and they have implications for managerial practice.
●

●

●

●
●

●

●

Increasingly, organizations are selecting employees they believe have high
levels of emotional intelligence. Research has helped to refine theory related to emotional intelligence in recent years, which should lead to superior tools for assessing ability-based EI.
Emotions and positive moods appear to facilitate effective decision making and creativity.
Recent research suggests mood is linked to motivation, especially through
feedback.
Leaders rely on emotions to increase their effectiveness.
The display of emotions is important to social behavior like negotiation
and customer service.
The experience of emotions is closely linked to job attitudes and behaviors that follow from attitudes, such as deviant workplace behavior.
Our final managerial implication is a question: can managers control colleagues’ and employees’ emotions and moods? Certainly there are limits,
practical and ethical. Emotions and moods are a natural part of an individual’s makeup. Where managers err is in ignoring co-workers’ and employees’
emotions and assessing others’ behavior as if it were completely rational. As
one consultant aptly put it, “You can’t divorce emotions from the workplace
because you can’t divorce emotions from people.”129 Managers who understand the role of emotions and moods will significantly improve their ability
to explain and predict their co-workers’ and employees’ behavior.

QUESTIONS FOR REVIEW

1

What is the difference between emotions and moods?
What are the basic emotions and moods?

2
3
4
5

Are emotions rational? What functions do they serve?
What are the sources of emotions and moods?
What impact does emotional labor have on employees?

What is affective events theory? What are its
applications?

6

What is the evidence for and against the existence
of emotional intelligence?

7

What are some strategies for emotion regulation and
their likely effects?

8

How do you apply concepts about emotions and moods
to specific OB issues?
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Sometimes Blowing Your Top Is a Good Thing
POINT

A

nger is discussed throughout this chapter for a reason: it’s an important emotion. However, what about
our responses to feeling anger? Work cultures teach
us to avoid showing any anger at all, lest we be seen as
poor service providers or, worse, unprofessional or even
deviant or violent. While, of course, there are times when
the expression of anger is harmful or unprofessional, we’ve
taken this view so far that we now teach people to suppress perfectly normal emotions. It is inappropriate to ask
people to behave in abnormal ways, and there is even more
evidence about the organizational and personal costs of
such suppression.
Emerging research shows that suppressing anger takes
a terrible toll on individuals. One Stanford University study
showed, for example, that when individuals were asked to
wear a poker face during the showing of the atomic bombings
of Japan during World War II, they were much more stressful
conversation partners once the video was over. Other research
shows that college students who suppress emotions like anger have more trouble making friends and are more likely to be
depressed, and that employees who suppress anger feel more
stressed by work.
There is a better way. One recent study showed that even
when employees displayed anger deemed inappropriate by
co-workers, if co-workers responded supportively to the anger
(for example, by listening to the angry employee), favorable responses such as constructive work changes were the result.
Yes, managers must work to maintain a positive, respectful,
and nonviolent culture. However, asking employees to suppress
their anger not only is an ineffective and costly strategy, it ultimately may backfire if appropriate ways to express and release
anger are blocked.

COUNTERPOINT

Y

es, anger is a common emotion. But it’s also a toxic one. The
experience of anger and its close correlate, hostility, is linked
to many counterproductive behaviors in organizations. That
is why many organizations have developed anger management
programs—to blunt the harmful effects of anger in the workplace.
The Bureau of Labor Statistics estimates that 16 percent of
fatal workplace injuries resulted from workplace violence. Do
we think the individuals who committed these acts were feeling
joyful and contented?
To reduce anger in the workplace, many companies develop
policies that govern conduct such as yelling, shouting profanities, and making hostile gestures. Others institute anger management programs. For example, one organization conducted
mandatory in-house workshops that showed individuals how to
deal with conflicts in the workplace before they boil over. The
director who instituted the training said it “gave people specific
tools for opening a dialogue to work things out.” MTS Systems,
an Eden Prairie, Minnesota, engineering firm, engages an outside consulting firm to conduct anger management programs for
its organization. Typically, MTS holds an eight-hour seminar that
discusses sources of anger, conflict resolution techniques, and
organizational policies. This is followed by one-on-one sessions
with individual employees that focus on cognitive behavioral
techniques to manage their anger. The outside trainer charges
$7,000–$10,000 for the seminar and one-on-one sessions. “You
want people to get better at communicating with each other,”
says MTS manager Karen Borre.
In the end, everyone wins when organizations seek to
diminish both the experience and, yes, the expression of anger
at work. The work environment is less threatening and stressful
to employees and customers. Employees are likely to feel safer.
And the angry employee is often helped as well.

Sources: B. Carey, “The Benefits of Blowing Your Top,” The New York Times (July 6, 2010), p. D1; R. Y. Cheung and I. J. Park,
“Anger Suppression, Interdependent Self-Construal, and Depression Among Asian American and European American College
Students,” Cultural Diversity and Ethnic Minority Psychology 16, no. 4 (2010), pp. 517–525; D. Geddes and L. T. Stickney, “The
Trouble with Sanctions: Organizational Responses to Deviant Anger Displays at Work,” Human Relations 64, no. 2 (2011),
pp. 201–230; and J. Fairley, “Taking Control of Anger Management,” Workforce Management (October 2010), p. 10.

Ethical Dilemma

EXPERIENTIAL EXERCISE

Who Can Catch a Liar?

We mentioned earlier in the chapter that emotion researchers are highly interested in facial expressions as
a window into individuals’ emotional worlds. Research
has also studied whether people can tell someone is lying
based on signs of guilt or nervousness in their facial
expressions. Let’s see who is good at catching liars.
Split up into teams and follow these instructions.
1. Randomly choose someone to be the team organizer.
Have this person write down on a piece of paper “T”
for truth and “L” for lie. If there are, say, six people
in the group (other than the organizer), then three
people will get a slip with a “T” and three a slip with
an “L.” It’s important that all team members keep
what’s on their paper a secret.
2. Each team member who holds a T slip needs to come
up with a true statement, and each team member who
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holds an L slip needs to come up with a false statement. Try not to make the statement so outrageous
that no one would believe it (for example, “I have
flown to the moon”).
3. The organizer will have each member make his or
her statement. Group members should then examine the person making the statement closely to try
to determine whether he or she is telling the truth
or lying. Once each person has made his or her
statement, the organizer will ask for a vote and record
the tallies.
4. Each person should now indicate whether the statement was the truth or a lie.
5. How good was your group at catching the liars? Were
some people good liars? What did you look for to
determine whether someone was lying?

Happiness Coaches for Employees

We know there is considerable spillover from personal unhappiness to negative emotions at work. Moreover, those
who experience negative emotions in life and at work are
more likely to engage in counterproductive behaviors with
customers, clients, or fellow employees.
Increasingly, organizations such as American Express,
UBS, and KPMG are turning to happiness coaches to address this spillover from personal unhappiness to work
emotions and behaviors.
Srikumar Rao is a former college professor who has
the nickname, “the happiness guru.” Rao teaches people to analyze negative emotions to prevent them from
becoming overwhelming. If your job is restructured, for
example, Rao suggests avoiding negative thoughts and
feelings about it. Instead, he advises, tell yourself it could
turn out well in the long run, and there is no way to know
at present.
Beyond reframing the emotional impact of work situations, some happiness coaches attack the negative emotional
spillover from life to work (and from work to life). A working mother found that a happiness talk by Shawn Actor
helped her stop focusing on her stressed-out life and instead look for chances to smile, laugh, and be grateful.
In some cases, the claims made by happiness coaches
seem a bit trite. Jim Smith, who labels himself “The
Executive Happiness Coach,” asks: “What if I told you

that there are secrets nobody told you as a kid—or as
an adult, for that matter—that can unlock for you all
sorts of positive emotional experiences? What if the only
thing that gets in the way of you feeling more happiness
is—YOU?! What if you can change your experience of
the world by shifting a few simple things in your life, and
then practicing them until they become second nature?”
Then again, if employees leave their experiences with a
happiness coach feeling happier about their jobs and their
lives, is that not better for everyone? Says one individual,
Ivelisse Rivera, who felt she benefitted from a happiness
coach, “If I assume a negative attitude and complain all
the time, whoever is working with me is going to feel the
same way.”
Questions
1. Do you think happiness coaches are effective? How
might you assess their effectiveness?
2. Would you welcome happiness training in your
workplace? Why or why not?
3. Some argue that happiness coaches are a way for organizations to avoid solving real work problems—a diversion,
if you will. How might we make this determination?
4. Under what circumstances—if any—is it ethically
appropriate for a supervisor to suggest a happiness
coach for a subordinate?

Sources: S. Shellenbarger, “Thinking Happy Thoughts at Work,” The Wall Street Journal (January 27, 2010),
p. D2; S. Sharma and D. Chatterjee, “Cos Are Keenly Listening to ‘Happiness Coach’,” Economic Times
(July 16, 2010), http://articles.economictimes.indiatimes.com; and J. Smith, The Executive Happiness
Coach, www.lifewithhappiness.com/ (Downloaded May 3, 2011).
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Is It Okay to Cry at Work?

As this chapter has shown, emotions are an inevitable part
of people’s behavior at work. At the same time, it’s not entirely clear that we’ve reached a point where people feel
comfortable expressing all emotions at work. The reason
might be that business culture and etiquette remain poorly
suited to handling overt emotional displays. The question
is, can organizations become more intelligent about emotional management? Is it ever appropriate to yell, laugh,
or cry at work?
Some people are skeptical about the virtues of more
emotional displays at the workplace. As the chapter notes,
emotions are automatic physiological responses to the environment, and as such, they can be difficult to control
appropriately. One 22-year-old customer service representative named Laura who was the subject of a case study
noted that fear and anger were routinely used as methods
to control employees, and employees deeply resented this
use of emotions to manipulate them. In another case, the
chairman of a major television network made a practice of
screaming at employees whenever anything went wrong,
leading to badly hurt feelings and a lack of loyalty to the
organization. Like Laura, workers at this organization were
hesitant to show their true reactions to these emotional
outbursts for fear of being branded as “weak” or “ineffectual.” It might seem like these individuals worked in heavily emotional workplaces, but in fact, only a narrow range
of emotions was deemed acceptable. Anger appears to be
more acceptable than sadness in many organizations, and
anger can have serious maladaptive consequences.
Others believe organizations that recognize and work
with emotions effectively are more creative, satisfying, and
productive. For example, Laura noted that if she could

express her hurt feelings without fear, she would be much
more satisfied with her work. In other words, the problem
with Laura’s organization is not that emotions are displayed,
but that emotional displays are handled poorly. Others note
that use of emotional knowledge, like being able to read and
understand the reactions of others, is crucial for workers
ranging from salespeople and customer service agents all the
way to managers and executives. One survey even found that
88 percent of workers feel being sensitive to the emotions of
others is an asset. Management consultant Erika Anderson
notes, “Crying at work is transformative and can open the
door to change.” The question then is, can organizations
take specific steps to become better at allowing emotional
displays without opening a Pandora’s Box of outbursts?
Questions
1. What factors do you think make some organizations
ineffective at managing emotions?
2. Do you think the strategic use and display of
emotions serve to protect employees, or does
covering your true emotions at work lead to more
problems than it solves?
3. Have you ever worked where emotions were used as
part of a management style? Describe the advantages
and disadvantages of this approach in your
experience.
4. Research shows that acts of co-workers (37 percent)
and management (22 percent) cause more negative
emotions for employees than do acts of customers
(7 percent).130 What can Laura’s company do to
change its emotional climate?

Sources: A. Kreamer, “Go Ahead—Cry at Work,” Time (April 4, 2010), www.time.com; J. S. Lerner and
K. Shonk, “How Anger Poisons Decision Making,” Harvard Business Review (September 2010), p. 26; and
J. Perrone and M. H. Vickers, “Emotions as Strategic Game in a Hostile Workplace: An Exemplar Case,”
Employee Responsibilities and Rights Journal 16, no. 3 (2004), pp. 167–178.

CASE INCIDENT 2

Can You Read Emotions from Faces?

We mentioned previously that some researchers—the psychologist Paul Ekman is the best known—have studied
whether facial expressions reveal true emotions. These
researchers have distinguished real smiles (so-called
Duchenne smiles, named after French physician Guillaume
Duchenne) from “fake” smiles. Duchenne found genuine
smiles raised not only the corners of the mouth (easily
faked) but also cheek and eye muscles (much more difficult to fake). So, one way to determine whether someone
is genuinely happy or amused is to look at the muscles

around the upper cheeks and eyes—if the person’s eyes are
smiling or twinkling, the smile is genuine. Ekman and his
associates have developed similar methods to detect other
emotions, such as anger, disgust, and distress. According to
Ekman, the key to identifying real emotions is to focus on
micro-expressions, or those facial muscles we cannot easily
manipulate.
Dan Hill has used these techniques to study the facial expressions of CEOs and found they vary dramatically not only in their Duchenne smiles but also in the

Endnotes

degree to which they display positive versus negative facial expressions. The accompanying table shows Hill’s
analysis of the facial expressions of some prominent male
executives:
Jeff Bezos, Amazon

51% positive

Warren Buffet, Berkshire Hathaway

69% positive

Michael Dell, Dell Computers

47% positive

Larry Ellison, Oracle

0% positive

Bill Gates, Microsoft

73% positive

Steve Jobs, Apple

48% positive

Phil Knight, Nike

67% positive

Donald Trump,
The Trump Organization

16% positive

It’s interesting to note that these individuals, all of whom are
successful in various ways, have such different levels of positive facial expressions. It also raises the question: is a smile
from Larry Ellison worth more than a smile from Bill Gates?
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Questions
1. Most research suggests we are not very good at detecting fake emotions, and we think we’re much better at
it than we are. Do you believe training would improve
your ability to detect emotional displays in others?
2. Do you think the information in this case could help
you tell whether someone’s smile is genuine?
3. Is your own impression of the facial expressions of
the eight business leaders consistent with what the
researcher found? If not, why do you think your views
might be at odds with his?
4. One research study found people’s ratings of the
positive affect displayed in CEO’s faces had very little
correlation to their company’s profits. Does that suggest to you that Hill’s analysis is immaterial?
5. Assuming you could become better at detecting the
real emotions in facial expressions, do you think it
would help your career? Why or why not?

Sources: Based on P. Ekman, Telling Lies: Clues to Deceit in the Marketplace, Politics, and Marriage (New York:
W. W. Norton & Co., 2009); D. Jones, “It’s Written All Over Their Faces,” USA Today (February 25, 2008),
pp. 1B–2B; and N. O. Rule and N. Ambady, “The Face of Success,” Psychological Science 19, no. 2 (2008),
pp. 109–111.
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CHANGING OF THE GUARD IN JAPAN:
IS IT THE ECONOMY, OR THE VALUES?
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mong the world’s largest economies, none has been more frustratingly stuck in neutral than Japan. Until 2010, when it was surpassed
by China, Japan was the world’s second-largest economy (after the
United States). However, it has now experienced two “lost decades” in a row,
spanning 1990 to 2010, and many recent college graduates have no memory
of the halcyon days of the 1980s, when Japan was the most envied economy
in the world. The horrendous aftermath of the earthquake and tsunami that
struck in March 2011, sending Japan into another recession, has only added
to the misery. Many now fear the Japanese economy will forever remain
stuck in the doldrums.
Perhaps it will rebound sooner than expected; Japan has been underestimated before. However, two decades of stagnant economic growth seem to
have had a permanent effect on new entrants’ work values.
At one time, Japan was famous for the close psychological and behavioral
bond between company and worker. Most employees expected to remain
with their employer for their entire career, based on the belief that if they
took care of their company, their company would take care of them. To these
individuals, quitting, or taking a side job, would be an unthinkable act of
disloyalty.
How things have changed. While unemployment in Japan remains
low in comparison to the United States, it is at historic highs. Moreover,
earnings continue to shrink—down more than 12 percent over the past
decade. The Japanese Ministry of Health, Labor and Welfare estimates that
56 percent of workers age 15 to 34 need another form of income to pay
living expenses.
Hiroko Yokogawa, 32, makes one-third of her income from her second
job. “It’s not that I hate my main job, but I want to have a stable income
without being completely dependent on the company,” she said.
At first, Kirito Nakano, 28, followed the traditional career path, expecting
to remain forever in his job as a Web engineer with a large Japanese
multinational. Soon, however, he found that his salary, and lack of salary
growth, began to crimp his lifestyle. He began moonlighting, developing
affiliate marketing programs. As his side job grew, Kirito quit his main job. He
felt he was left with little choice. “The Japanese economy is not just stagnant,
it’s in retreat,” he said. “When people believe the future is going to be better
than the present, they are happy. But if they think that the future holds no
hope, then they become unhappy. It’s that unhappiness that people are
trying to negate with side jobs.”

Personality
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I am driven by fear of failure.
It is a strong motivator for me.

Photo: University students at a job fair in Koto Ward, Tokyo. Source: The Yomiuri Shimbun via AP Images.

—Dennis Manning, CEO of Guardian Life Insurance Co.
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OB Poll

Generational Changes in What Is Valued in a Job

60

Percent Indicating Value
Was “Very Important”
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47.9
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43.0
40
30

42.9

20
10

40.7

33.9

31.3
25.3

17.3

0
College
Senior 1980
A job where you have more
than 2 weeks vacation

College
Senior 1995
A job that gives you a
chance to make friends

College
Senior 2010
A job that most
people respect

Source: Based on “What Millennial Workers Want: How to Attract and Retain Gen Y Employees,” Robert Half International web interviews of 1,007
individuals age 21–28, 2008.

The choice of young Japanese employees to work more hours is an interesting contrast to workers in the United States and Europe, who express a
preference to work fewer hours. As for the hours she works—generally her side
job takes 25 hours a week— Hiroko Yokogawa remains undeterred. “I wouldn’t
say I want to leave my main job—rather, I’d like to have a couple of different
jobs at once.”

A

s the opening vignette indicates, employees with different values may
enact different behaviors to achieve their work goals, and these differences can be a reflection of culture. In the first half of this chapter, we
review the research on personality and its relationship to behavior. In the latter
half, we look at how values shape many of our work-related behaviors.
Although we focus much of our discussion on the Big Five personality traits,
they are not the only traits that describe people. One of the others we’ll discuss
is narcissism. Check out the Self-Assessment Library to see how you score on
narcissism (remember: be honest!).

S A

L

SELF-ASSESSMENT LIBRARY

Am I a Narcissist?
In the Self-Assessment Library (available on CD or online), take assessment
IV.A.1 (Am I a Narcissist?) and answer the following questions.
1. How did you score? Did your scores surprise you? Why or why not?
2. On which facet of narcissism did you score highest? Lowest?
3. Do you think this measure is accurate? Why or why not?
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Personality

1

Define personality, describe
how it is measured, and
explain the factors that
determine an individual’s
personality.

MyManagementLab
For an interactive application of this
topic, check out this chapter’s
simulation activity at
www.mymanagementlab.com.

Why are some people quiet and passive, while others are loud and aggressive?
Are certain personality types better adapted than others for certain job types?
Before we can answer these questions, we need to address a more basic one:
What is personality?

What Is Personality?
When we talk of personality, we don’t mean a person has charm, a positive
attitude toward life, or a constantly smiling face. When psychologists talk of
personality, they mean a dynamic concept describing the growth and development of a person’s whole psychological system.
Defining Personality The definition of personality we most frequently use was
produced by Gordon Allport nearly 70 years ago. Allport said personality is “the
dynamic organization within the individual of those psychophysical systems that
determine his unique adjustments to his environment.”1 For our purposes, you
should think of personality as the sum total of ways in which an individual reacts
to and interacts with others. We most often describe it in terms of the measurable traits a person exhibits.
Measuring Personality The most important reason managers need to know
how to measure personality is that research has shown personality tests are
useful in hiring decisions and help managers forecast who is best for a job.2
The most common means of measuring personality is through self-report
surveys, with which individuals evaluate themselves on a series of factors, such
as “I worry a lot about the future.” Though self-report measures work well when
well constructed, one weakness is that the respondent might lie or practice
impression management to create a good impression. When people know their
personality scores are going to be used for hiring decisions, they rate themselves
as about half a standard deviation more conscientious and emotionally stable
than if they are taking the test just to learn more about themselves.3 Another
problem is accuracy. A perfectly good candidate could have been in a bad mood
when taking the survey, and that will make the scores less accurate.
Observer-ratings surveys provide an independent assessment of personality. Here, a co-worker or another observer does the rating (sometimes with
the subject’s knowledge and sometimes not). Though the results of self-report
surveys and observer-ratings surveys are strongly correlated, research suggests observer-ratings surveys are a better predictor of success on the job.4
However, each can tell us something unique about an individual’s behavior in
the workplace. An analysis of a large number of observer-reported personality
studies shows that a combination of self-report and observer-reports predicts
performance better than any one type of information. The implication is clear:
use both observer ratings and self-report ratings of personality when making
important employment decisions.

personality Enduring characteristics
that describe an individual’s behavior.
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Personality traits are enduring
characteristics that describe an
individual’s behavior. British entrepreneur Richard Branson, chairman
of Virgin Group, is described as
energetic, enthusiastic, charismatic,
decisive, ambitious, adaptable,
courageous, and industrious. These
traits helped Branson build one of
the most recognized and respected
global brands for products and
services in the areas of business
travel, entertainment, and lifestyle.
In this photo Branson is joined
by his daughter Holly during the
promotional launch of a new
venture—the Marussia Virgin racing
partnership with Disney’s Cars 2
film. Identifying personality traits
helps organizations select employees and match workers to job.

Source: Eric Best/Landmark Media Landmark Media/Newscom.

Personality Determinants An early debate in personality research centered on
whether an individual’s personality was the result of heredity or of environment.
It appears to be a result of both. However, it might surprise you that research
tends to support the importance of heredity over the environment.
Heredity refers to factors determined at conception. Physical stature, facial
attractiveness, gender, temperament, muscle composition and reflexes, energy
level, and biological rhythms are generally considered to be either completely
or substantially influenced by who your parents are—that is, by their biological, physiological, and inherent psychological makeup. The heredity approach
argues that the ultimate explanation of an individual’s personality is the
molecular structure of the genes, located in the chromosomes.
Researchers in many different countries have studied thousands of sets of
identical twins who were separated at birth and raised separately.5 If heredity
played little or no part in determining personality, you would expect to find
few similarities between the separated twins. But twins raised apart have much
in common, and a significant part of the behavioral similarity between them
turns out to be associated with genetic factors. One set of twins separated for
39 years and raised 45 miles apart were found to drive the same model and
color car. They chain-smoked the same brand of cigarette, owned dogs with
the same name, and regularly vacationed within three blocks of each other in
a beach community 1,500 miles away. Researchers have found that genetics
accounts for about 50 percent of the personality similarities between twins and
more than 30 percent of the similarities in occupational and leisure interests.
Interestingly, twin studies have suggested parents don’t add much to our
personality development. The personalities of identical twins raised in different
households are more similar to each other than to the personalities of siblings
with whom the twins were raised. Ironically, the most important contribution
our parents may make to our personalities is giving us their genes!
This is not to suggest that personality never changes. People’s scores on
measures of dependability tend to increase over time, as when young adults
take on roles like starting a family and establishing a career that require great
responsibility. However, strong individual differences in dependability remain;
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everyone tends to change by about the same amount, so their rank order stays
roughly the same.6 An analogy to intelligence may make this clearer. Children
become smarter as they age, so nearly everyone is smarter at age 20 than at
age 10. Still, if Madison is smarter than Blake at age 10, she is likely to be so
at age 20, too. Consistent with the notion that the teenage years are periods
of great exploration and change, research has shown that personality is more
changeable in adolescence and more stable among adults.7
Early work on the structure of personality tried to identify and label enduring
characteristics that describe an individual’s behavior, including shy, aggressive, submissive, lazy, ambitious, loyal, and timid. When someone exhibits these characteristics in a large number of situations, we call them personality traits of that person.8
The more consistent the characteristic over time, and the more frequently it occurs
in diverse situations, the more important that trait is in describing the individual.
Early efforts to identify the primary traits that govern behavior9 often
resulted in long lists that were difficult to generalize from and provided little
practical guidance to organizational decision makers. Two exceptions are the
Myers-Briggs Type Indicator and the Big Five Model, now the dominant frameworks for identifying and classifying traits.

The Myers-Briggs Type Indicator

2

Describe the Myers-Briggs
Type Indicator personality
framework and assess its
strengths and weaknesses.

The Myers-Briggs Type Indicator (MBTI) is the most widely used personalityassessment instrument in the world.10 It is a 100-question personality test that
asks people how they usually feel or act in particular situations. Respondents
are classified as extraverted or introverted (E or I), sensing or intuitive (S or N),
thinking or feeling (T or F), and judging or perceiving (J or P). These terms are
defined as follows:
●

●

●

●

Extraverted (E) versus Introverted (I). Extraverted individuals are outgoing,
sociable, and assertive. Introverts are quiet and shy.
Sensing (S) versus Intuitive (N). Sensing types are practical and prefer
routine and order. They focus on details. Intuitives rely on unconscious
processes and look at the “big picture.”
Thinking (T) versus Feeling (F). Thinking types use reason and logic to handle
problems. Feeling types rely on their personal values and emotions.
Judging (J) versus Perceiving (P). Judging types want control and prefer their
world to be ordered and structured. Perceiving types are flexible and
spontaneous.

These classifications together describe 16 personality types, identifying every
person by one trait from each of the four pairs. For example, Introverted/
Intuitive/Thinking/Judging people (INTJs) are visionaries with original minds
and great drive. They are skeptical, critical, independent, determined, and
often stubborn. ESTJs are organizers. They are realistic, logical, analytical, and
decisive and have a natural head for business or mechanics. The ENTP type is a
conceptualizer, innovative, individualistic, versatile, and attracted to entrepreneurial ideas. This person tends to be resourceful in solving challenging problems but may neglect routine assignments.
The MBTI has been widely used by organizations including Apple Computer,
AT&T, Citigroup, GE, 3M Co., many hospitals and educational institutions, and

heredity Factors determined
at conception; one’s biological,
physiological, and inherent
psychological makeup.

personality traits Enduring

Myers-Briggs Type Indicator (MBTI)

characteristics that describe an
individual’s behavior.

A personality test that taps four
characteristics and classifies people
into 1 of 16 personality types.
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even the U.S. Armed Forces. Evidence is mixed about its validity as a measure
of personality, however; most of the evidence is against it.11 One problem is that
it forces a person into one type or another; that is, you’re either introverted
or extraverted. There is no in-between, though in reality people can be both
extraverted and introverted to some degree. The best we can say is that the
MBTI can be a valuable tool for increasing self-awareness and providing career
guidance. But because results tend to be unrelated to job performance, managers probably shouldn’t use it as a selection test for job candidates.

The Big Five Personality Model

3

Identify the key traits in the
Big Five personality model.

The MBTI may lack strong supporting evidence, but an impressive body of
research supports the thesis of the Big Five Model—that five basic dimensions
underlie all others and encompass most of the significant variation in human
personality.12 Moreover, test scores of these traits do a very good job of predicting how people behave in a variety of real-life situations.13 The following are the
Big Five factors:
●

●

●

Source: Kristin Callahan/Photoshot.

●

●

Andrea Jung, chairman and CEO of
Avon, scores high on all personality
dimensions of the Big Five Model.
She is sociable, agreeable, conscientious, emotionally stable, and open
to experiences. These personality
traits have contributed to Jung’s
high job performance and career
success. Since joining Avon in 1994,
Jung has led a dramatic turnaround
of a company that had a poor
image, slow growth, and decline in
sales to one of the world’s top cosmetics companies and the world’s
leading direct sales brand. She
transformed Avon by developing
and executing growth strategies,
launching new brand initiatives,
and developing earnings opportunities for women worldwide.

Extraversion. The extraversion dimension captures our comfort level with
relationships. Extraverts tend to be gregarious, assertive, and sociable.
Introverts tend to be reserved, timid, and quiet.
Agreeableness. The agreeableness dimension refers to an individual’s
propensity to defer to others. Highly agreeable people are cooperative,
warm, and trusting. People who score low on agreeableness are cold,
disagreeable, and antagonistic.
Conscientiousness. The conscientiousness dimension is a measure of
reliability. A highly conscientious person is responsible, organized,
dependable, and persistent. Those who score low on this dimension are
easily distracted, disorganized, and unreliable.
Emotional stability. The emotional stability dimension—often labeled
by its converse, neuroticism—taps a person’s ability to withstand stress.
People with positive emotional stability tend to be calm, self-confident,
and secure. Those with high negative scores tend to be nervous, anxious,
depressed, and insecure.
Openness to experience. The openness to experience dimension addresses
range of interests and fascination with novelty. Extremely open people
are creative, curious, and artistically sensitive. Those at the other end of
the category are conventional and find comfort in the familiar.

How Do the Big Five Traits Predict Behavior at Work? Research has found
relationships between these personality dimensions and job performance.14 As
the authors of the most-cited review put it, “The preponderance of evidence
shows that individuals who are dependable, reliable, careful, thorough, able
to plan, organized, hardworking, persistent, and achievement-oriented tend
to have higher job performance in most if not all occupations.”15 In addition,
employees who score higher in conscientiousness develop higher levels of job
knowledge, probably because highly conscientious people learn more (a review
of 138 studies revealed conscientiousness was rather strongly related to GPA).16
Higher levels of job knowledge then contribute to higher levels of job performance. Conscientious individuals who are more interested in learning than in
just performing on the job are also exceptionally good at maintaining performance in the face of negative feedback.17 There can be “too much of a good
thing,” however, as extremely conscientious individuals typically do not perform
better than those who are simply above average in conscientiousness.18
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Exhibit 5-1

Traits That Matter Most to Business Success
at Buyout Companies

Most Important
Persistence
Attention to detail
Efficiency
Analytical skills
Setting high standards

4

Demonstrate how the Big
Five traits predict behavior
at work.
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Less Important
Strong oral communication
Teamwork
Flexibility/adaptability
Enthusiasm
Listening skills

Conscientiousness is as important for managers as for front-line employees.
As Exhibit 5-1 shows, a study of the personality scores of 313 CEO candidates
in private equity companies (of whom 225 were hired, and their company’s performance later correlated with their personality scores) found
conscientiousness—in the form of persistence, attention to detail, and setting
of high standards—was more important than other traits. These results attest to
the importance of conscientiousness to organizational success.
Interestingly, conscientious people live longer because they take better care
of themselves (they eat better and exercise more) and engage in fewer risky
behaviors like smoking, drinking and drugs, and risky sexual or driving behavior.19 Still, probably because they’re so organized and structured, conscientious
people don’t adapt as well to changing contexts. They are generally performance oriented and have more trouble learning complex skills early in the
training process because their focus is on performing well rather than on
learning. Finally, they are often less creative than less conscientious people,
especially artistically.20
Although conscientiousness is most consistently related to job performance,
the other Big Five traits are also related to aspects of performance and have other
implications for work and for life. Let’s look at them one at a time. Exhibit 5-2
summarizes.
Of the Big Five traits, emotional stability is most strongly related to life
satisfaction, job satisfaction, and low stress levels. This is probably true because
high scorers are more likely to be positive and optimistic and experience fewer
negative emotions. They are happier than those who score low. People low
on emotional stability are hypervigilant (looking for problems or impending
signs of danger) and are especially vulnerable to the physical and psychological
effects of stress. Extraverts tend to be happier in their jobs and in their lives as
a whole. They experience more positive emotions than do introverts, and they
more freely express these feelings. They also tend to perform better in jobs that
require significant interpersonal interaction, perhaps because they have more
social skills—they usually have more friends and spend more time in social

Big Five Model A personality

agreeableness A personality

emotional stability A personality

assessment model that taps five basic
dimensions.
extraversion A personality dimension
describing someone who is sociable,
gregarious, and assertive.

dimension that describes someone
who is good natured, cooperative, and
trusting.
conscientiousness A personality
dimension that describes someone
who is responsible, dependable,
persistent, and organized.

dimension that characterizes someone
as calm, self-confident, secure
(positive) versus nervous, depressed,
and insecure (negative).
openness to experience A personality
dimension that characterizes someone
in terms of imagination, sensitivity,
and curiosity.

138

CHAPTER 5

Personality and Values

Exhibit 5-2

Model of How Big Five Traits Influence OB Criteria

BIG FIVE TRAITS

WHY IS IT RELEVANT?

Emotional stability

• Less negative thinking and
fewer negative emotions
• Less hyper-vigilant

• Higher job & life satisfaction
• Lower stress levels

Extroversion

• Better interpersonal skills
• Greater social dominance
• More emotionally expressive

• Higher performance*
• Enhanced leadership
• Higher job & life satisfaction

Openness

• Increased learning
• More creative
• More flexible & autonomous

• Training performance
• Enhanced leadership
• More adaptable to change

• Better liked
• More compliant and
conforming

• Higher performance*
• Lower levels of deviant
behavior

• Greater effort & persistence
• More drive and discipline
• Better organized & planning

• Higher performance
• Enhanced leadership
• Greater longevity

Agreeableness

Conscientiousness

WHAT DOES IT AFFECT?

* In jobs requiring significant teamwork or frequent interpersonal interactions.

situations than introverts. Finally, extraversion is a relatively strong predictor of
leadership emergence in groups; extraverts are more socially dominant, “take
charge” sorts of people, and they are generally more assertive than introverts.21
One downside is that extraverts are more impulsive than introverts; they are
more likely to be absent from work and engage in risky behavior such as
unprotected sex, drinking, and other impulsive or sensation-seeking acts.22 One
study also found extraverts were more likely than introverts to lie during job
interviews.23
Individuals who score high on openness to experience are more creative in science and art than those who score low. Because creativity is important to leadership, open people are more likely to be effective leaders,
and more comfortable with ambiguity and change. They cope better with
organizational change and are more adaptable in changing contexts. Recent
evidence also suggests, however, that they are especially susceptible to workplace accidents.24
You might expect agreeable people to be happier than disagreeable people.
They are, but only slightly. When people choose romantic partners, friends,
or organizational team members, agreeable individuals are usually their first
choice. Agreeable individuals are better liked than disagreeable people, which
explains why they tend to do better in interpersonally oriented jobs such as
customer service. They also are more compliant and rule abiding and less likely
to get into accidents as a result. People who are agreeable are more satisfied in
their jobs and contribute to organizational performance by engaging in citizen-
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ship behavior.25 They are also less likely to engage in organizational deviance.
One downside is that agreeableness is associated with lower levels of career
success (especially earnings).
The five personality factors identified in the Big Five model appear in
almost all cross-cultural studies.26 These studies have included a wide variety
of diverse cultures—such as China, Israel, Germany, Japan, Spain, Nigeria,
Norway, Pakistan, and the United States. Differences are complex but tend to
be primarily about whether countries are predominantly individualistic or collectivistic. Chinese managers use the category of conscientiousness more often
and agreeableness less often than do U.S. managers. And the Big Five appear
to predict a bit better in individualistic than in collectivist cultures.27 But there
is a surprisingly high amount of agreement, especially across individuals from
developed countries. A comprehensive review of studies covering people from
what was then the 15-nation European Community found conscientiousness a
valid predictor of performance across jobs and occupational groups.28 This is
exactly what U.S. studies have found.

Other Personality Traits Relevant to OB

Source: Ric Francis/AP Images.

5

Identify other personality
traits relevant to OB.

The personality trait of positive core
self-evaluation helps Satoru Iwata
meet the challenges and complexity of his job as CEO of Nintendo.
Confident and capable, Iwata has
applied his years of experience and
innovation as a game developer to
introducing new products, such as
the Wii gaming console and the 3DS
portable console. Iwata views his
job as an opportunity to cultivate
new customers by widening the
appeal of video games to new market segments in developed nations
and by introducing products to
developing countries.

core self-evaluation Bottom-line
conclusions individuals have about
their capabilities, competence, and
worth as a person.

Although the Big Five traits have proven highly relevant to OB, they don’t
exhaust the range of traits that can describe someone’s personality. Now we’ll
look at other, more specific, attributes that are powerful predictors of behavior in organizations. The first relates to our core self-evaluation. The others
are Machiavellianism, narcissism, self-monitoring, propensity for risk taking,
proactive personality, and other-orientation.
Core Self-Evaluation People who have positive core self-evaluations like
themselves and see themselves as effective, capable, and in control of their
environment. Those with negative core self-evaluations tend to dislike themselves, question their capabilities, and view themselves as powerless over their
environment.29 We discussed in Chapter 3 that core self-evaluations relate to job
satisfaction because people positive on this trait see more challenge in their job
and actually attain more complex jobs.
But what about job performance? People with positive core self-evaluations
perform better than others because they set more ambitious goals, are more
committed to their goals, and persist longer in attempting to reach these goals.
One study of life insurance agents found core self-evaluations were critical
predictors of performance. Ninety percent of life insurance sales calls end in
rejection, so an agent has to believe in him- or herself to persist. In fact, this
study showed the majority of successful salespersons did have positive core
self-evaluations.30 Such people also provide better customer service, are more
popular co-workers, and have careers that both begin on better footing and
ascend more rapidly over time.31 Some evidence suggests that individuals high in
core self-evaluations perform especially well if they also feel their work provides
meaning and is helpful to others.32
Can we be too positive? What happens when someone thinks he is capable
but is actually incompetent? One study of Fortune 500 CEOs showed that many
are overconfident, and their perceived infallibility often causes them to make
bad decisions.33 Teddy Forstmann, chairman of the sports marketing giant
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IMG, said of himself, “I know God gave me an unusual brain. I can’t deny that.
I have a God-given talent for seeing potential.”34 We might say people like
Forstmann are overconfident, but very often we humans sell ourselves short
and are less happy and effective than we could be because of it. If we decide we
can’t do something, for example, we won’t try, and not doing it only reinforces
our self-doubts.
Machiavellianism Kuzi is a young bank manager in Taiwan. He’s had three
promotions in the past 4 years and makes no apologies for the aggressive tactics
he’s used to propel his career upward. “I’m prepared to do whatever I have to
do to get ahead,” he says. Kuzi would properly be called Machiavellian.
The personality characteristic of Machiavellianism (often abbreviated Mach)
is named after Niccolo Machiavelli, who wrote in the sixteenth century on how
to gain and use power. An individual high in Machiavellianism is pragmatic,
maintains emotional distance, and believes ends can justify means. “If it works,
use it” is consistent with a high-Mach perspective. A considerable amount of
research has found high Machs manipulate more, win more, are persuaded
less, and persuade others more than do low Machs.35 They like their jobs less,
are more stressed by their work, and engage in more deviant work behaviors.36
Yet high-Mach outcomes are moderated by situational factors. High Machs
flourish (1) when they interact face to face with others rather than indirectly;
(2) when the situation has minimal rules and regulations, allowing latitude for
improvisation; and (3) when emotional involvement with details irrelevant to
winning distracts low Machs.37 Thus, in jobs that require bargaining skills (such
as labor negotiation) or that offer substantial rewards for winning (such as
commissioned sales), high Machs will be productive. But if ends can’t justify the
means, there are absolute standards of behavior, or the three situational factors
we noted are not in evidence, our ability to predict a high Mach’s performance
will be severely curtailed.
Narcissism Hans likes to be the center of attention. He looks at himself in the
mirror a lot, has extravagant dreams, and considers himself a person of many
talents. Hans is a narcissist. The term is from the Greek myth of Narcissus, a
man so vain and proud he fell in love with his own image. In psychology, narcissism describes a person who has a grandiose sense of self-importance, requires
excessive admiration, has a sense of entitlement, and is arrogant. Evidence
suggests that narcissists are more charismatic and thus more likely to emerge as
leaders, and they may even display better psychological health (at least as they
self-report).38
Despite having some advantages, most evidence suggests that narcissism
is undesirable. A study found that while narcissists thought they were better
leaders than their colleagues, their supervisors actually rated them as worse.
An Oracle executive described that company’s CEO Larry Ellison as follows: “The difference between God and Larry is that God does not believe
he is Larry.”39 Because narcissists often want to gain the admiration of others and receive affirmation of their superiority, they tend to “talk down” to
those who threaten them, treating others as if they were inferior. Narcissists
also tend to be selfish and exploitive and believe others exist for their benefit.40 Their bosses rate them as less effective at their jobs than others, particularly when it comes to helping people.41 Subsequent research using data
compiled over 100 years has shown that narcissistic CEOs of baseball organizations tend to generate higher levels of manager turnover, although
curiously, members of external organizations see them as more influential.42
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Self-Monitoring Joyce McIntyre is always in trouble at work. Though she’s
competent, hardworking, and productive, in performance reviews she is rated
no better than average, and she seems to have made a career of irritating
bosses. Joyce’s problem is that she’s politically inept. She’s unable to adjust her
behavior to fit changing situations. As she puts it, “I’m true to myself. I don’t
remake myself to please others.” We would describe Joyce as a low self-monitor.
Self-monitoring refers to an individual’s ability to adjust his or her behavior to external, situational factors.43 Individuals high in self-monitoring show
considerable adaptability in adjusting their behavior to external situational
factors. They are highly sensitive to external cues and can behave differently
in different situations, sometimes presenting striking contradictions between
their public persona and their private self. Low self-monitors, like Joyce, can’t
disguise themselves in that way. They tend to display their true dispositions and
attitudes in every situation; hence, there is high behavioral consistency between
who they are and what they do.
Evidence indicates high self-monitors pay closer attention to the behavior
of others and are more capable of conforming than are low self-monitors.44
They also receive better performance ratings, are more likely to emerge as
leaders, and show less commitment to their organizations.45 In addition, high
self-monitoring managers tend to be more mobile in their careers, receive
more promotions (both internal and cross-organizational), and are more likely
to occupy central positions in an organization.46
Risk Taking Donald Trump stands out for his willingness to take risks. He
started with almost nothing in the 1960s. By the mid-1980s, he had made a
fortune by betting on a resurgent New York City real estate market. Then,
trying to capitalize on his successes, Trump overextended himself. By 1994, he
had a negative net worth of $850 million. Never fearful of taking chances, “The
Donald” leveraged the few assets he had left on several New York, New Jersey,
and Caribbean real estate ventures and hit it big again. In 2011, when Trump
was contemplating a presidential run, The Atlantic estimated his net worth at
more than $7 billion.47
People differ in their willingness to take chances, a quality that affects
how much time and information they need to make a decision. For instance,
79 managers worked on simulated exercises that required them to make hiring
decisions.48 High risk-taking managers made more rapid decisions and used less
information than did the low risk takers. Interestingly, decision accuracy was
the same for both groups.
Although previous studies have shown managers in large organizations to
be more risk averse than growth-oriented entrepreneurs who actively manage
small businesses, recent findings suggest managers in large organizations may
actually be more willing to take risks than entrepreneurs.49 The work population as a whole also differs in risk propensity.50 It makes sense to recognize
these differences and even consider aligning them with specific job demands.
A high risk-taking propensity may lead to more effective performance for a stock
trader in a brokerage firm because that type of job demands rapid decision

Machiavellianism The degree to

narcissism The tendency to be

self-monitoring A personality

which an individual is pragmatic,
maintains emotional distance, and
believes that ends can justify means.

arrogant, have a grandiose sense
of self-importance, require excessive
admiration, and have a sense of
entitlement.

trait that measures an individual’s
ability to adjust his or her behavior to
external, situational factors.
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making. On the other hand, a willingness to take risks might prove a major
obstacle to an accountant who performs auditing activities.
Proactive Personality Did you ever notice that some people actively take the
initiative to improve their current circumstances or create new ones? These are
proactive personalities.51 Those with a proactive personality identify opportunities, show initiative, take action, and persevere until meaningful change occurs,
compared to others who passively react to situations. Proactives create positive
change in their environment, regardless of, or even in spite of, constraints or
obstacles.52 Not surprisingly, they have many desirable behaviors that organizations covet. They are more likely than others to be seen as leaders and to act as
change agents.53 Proactive individuals are more likely to be satisfied with work
and help others more with their tasks, largely because they build more relationships with others.54
Proactives are also more likely to challenge the status quo or voice their
displeasure when situations aren’t to their liking.55 If an organization requires
people with entrepreneurial initiative, proactives make good candidates;
however, they’re also more likely to leave an organization to start their own business.56 As individuals, proactives are more likely than others to achieve career
success.57 They select, create, and influence work situations in their favor. They
seek out job and organizational information, develop contacts in high places,
engage in career planning, and demonstrate persistence in the face of career
obstacles.
Other-orientation Some people just naturally seem to think about other people a lot, being concerned about their well-being and feelings. Others behave
like “economic actors,” primarily rational and self-interested. These differences

Myth or Science?

Personality Predicts the Performance
of Entrepreneurs

T

his statement is true.
Studies of identical twins
reared apart suggest striking
career similarities—if one twin became
an entrepreneur, the other twin was
more likely to do the same. The explanation may lie in personality.
One recent analysis of 60 studies linked individuals’ personalities to their intentions to undertake
an entrepreneurial career, and to
the performance of their ventures
once they made that decision. The
Big Five personality traits—except
agreeableness, which didn’t matter—
significantly predicted entrepreneurial

intentions and, more significantly,
entrepreneurial firm performance.
Especially important were openness
to experience and conscientiousness,
both of which also predicted firm
growth over time. Interestingly, risk
propensity—the tendency to take and
be comfortable with taking risks—was
not associated with entrepreneurial
performance.
What are the implications of these
findings? Traditionally, people who saw
themselves as risk averse were steered
away from entrepreneurship. However,
these results suggest it is more important to steer low scorers on openness

and conscientiousness away. The best
entrepreneurs appear not to be the
swashbuckling risk-takers, but rather
the methodical ones who have the
discipline to turn their open thinking
and creative ideas into reality.

Sources: H. Zhao, S. E. Seibert, and G. T.
Lumpkin, “The Relationship of Personality
to Entrepreneurial Intentions and
Performance: A Meta-Analytic Review,”
Journal of Management 36, no. 2 (2010),
pp. 381–404; M. Herper, “Could We Invent
an Antibody to Make You an Entrepreneur?”
Forbes (May 5, 2011), downloaded on
May 23, 2011, from http://blogs.forbes.com/.
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glOBalization!

The Right Personality for a Global Workplace

A

s work becomes increasingly international in focus,
successful managers need to
be able to operate across cultures easily. Obviously, expatriate managers
working in other countries will need
personality traits that make them better
able to work overseas, but managers
at home who order parts and services
from overseas or prepare marketing
plans for other countries, for example,
will also conduct cross-cultural communications. In the workforce of the
future, everyone from mechanics to
customer service representatives to
advertisers will need to understand the
global market. What is the right personality for a global workplace?
You might suspect that, of the Big
Five traits, openness to experience

would be most important to effectiveness in international assignments. Open
people are more likely to be culturally
flexible—to “go with the flow” when
things are different in another country.
Research is not fully consistent on the
issue, but most does suggest that managers who score high on openness perform better than others in international
assignments. Other evidence suggests
that employees who are more agreeable and extraverted have an easier
time with international assignments.
They may be better at establishing
new relationships and developing social
networks in unfamiliar contexts.
What do these results imply for
organizations? Given continuing
globalization in the future, organizations should select employees with

traits related to better performance in
international assignments. Managers
will need to foster an open-minded
perspective about other cultures
among their employees.

Sources: Based on M. A. Shaffer, D. A.
Harrison, and H. Gregersen, “You Can
Take It with You: Individual Differences and
Expatriate Effectiveness,” Journal of Applied
Psychology 91, no. 1 (2006), pp. 109–125;
M. van Woerkom and R. S. M. de Reuver,
“Predicting Excellent Management
Performance in an Intercultural Context:
A Study of the Influence of Multicultural
Personality on Transformational Leadership
and Performance,” International Journal of
Human Resource Management 20, no. 10
(2009), pp. 2013–2029; and M. Downes,
I. I. Varner, and M. Hemmasi, “Individual
Profiles as Predictors of Expatriate
Effectiveness,” Competitiveness Review
20, no. 3 (2010), pp. 235–247.

reflect varying levels of other-orientation, a personality trait that reflects the
extent to which decisions are affected by social influences and concerns vs. our
own well-being and outcomes.58
What are the consequences of having a high level of other-orientation?
Those who are other-oriented feel more obligated to help others who have
helped them (pay me back), whereas those who are more self-oriented will
help others when they expect to be helped in the future (pay me forward).59
Employees high in other-orientation also exert especially high levels of effort
when engaged in helping work or prosocial behavior.60 In sum, it appears that
having a strong orientation toward helping others does affect some behaviors
that actually matter for organizations. However, research is still needed to
clarify this emerging construct and its relationship with agreeableness.
Having discussed personality traits—the enduring characteristics that
describe a person’s behavior—we now turn to values. Values are often very
specific and describe belief systems rather than behavioral tendencies. Some
beliefs or values don’t say much about a person’s personality, and we don’t
always act consistently with our values.

proactive personality People who
identify opportunities, show initiative,
take action, and persevere until
meaningful change occurs.
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Values

6

Define values, demonstrate
the importance of values,
and contrast terminal and
instrumental values.

Is capital punishment right or wrong? If a person likes power, is that good or
bad? The answers to these questions are value laden. Some might argue capital
punishment is right because it is an appropriate retribution for crimes such as
murder and treason. Others might argue, just as strongly, that no government
has the right to take anyone’s life.
Values represent basic convictions that “a specific mode of conduct or
end-state of existence is personally or socially preferable to an opposite or converse mode of conduct or end-state of existence.”61 They contain a judgmental
element in that they carry an individual’s ideas as to what is right, good, or
desirable. Values have both content and intensity attributes. The content
attribute says a mode of conduct or end-state of existence is important. The intensity attribute specifies how important it is. When we rank an individual’s values
in terms of their intensity, we obtain that person’s value system. All of us have
a hierarchy of values that forms our value system. We find it in the relative
importance we assign to values such as freedom, pleasure, self-respect, honesty,
obedience, and equality.
Are values fluid and flexible? Generally speaking, no. They tend to be
relatively stable and enduring.62 A significant portion of the values we hold
is established in our early years—by parents, teachers, friends, and others.
As children, we are told certain behaviors or outcomes are always desirable
or always undesirable, with few gray areas. You were never taught to be just a
little bit honest or a little bit responsible, for example. It is this absolute, or
“black-or-white,” learning of values that ensures their stability and endurance.
If we question our values, of course, they may change, but more often they are
reinforced. There is also evidence linking personality to values, implying our
values may be partly determined by our genetically transmitted traits.63

The Importance of Values
Values lay the foundation for our understanding of people’s attitudes and
motivation and influence our perceptions. We enter an organization with
preconceived notions of what “ought” and “ought not” to be. These notions
are not value-free; on the contrary, they contain our interpretations of right
and wrong and our preference for certain behaviors or outcomes over others.
As a result, values cloud objectivity and rationality; they influence attitudes and
behavior.64
Suppose you enter an organization with the view that allocating pay on the
basis of performance is right, while allocating pay on the basis of seniority is
wrong. How will you react if you find the organization you’ve just joined rewards
seniority and not performance? You’re likely to be disappointed—and this
can lead to job dissatisfaction and a decision not to exert a high level of effort
because “It’s probably not going to lead to more money anyway.” Would your
attitudes and behavior be different if your values aligned with the organization’s
pay policies? Most likely.

Terminal versus Instrumental Values
Can we classify values? Yes. In this section, we review two approaches to
developing value typologies.

Values

7

Compare generational
differences in values and
identify the dominant values
in today’s workforce.

Exhibit 5-3
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Rokeach Value Survey Milton Rokeach created the Rokeach Value Survey (RVS).65 It consists of two sets of values, each containing 18 individual
value items. One set, called terminal values, refers to desirable end-states.
These are the goals a person would like to achieve during his or her lifetime.
The other set, called instrumental values, refers to preferable modes of behavior, or means of achieving the terminal values. Some examples of terminal
values in the Rokeach Value Survey are: Prosperity and economic success, Freedom, Health and well-being, World peace, Social recognition, and Meaning in
life. The types of instrumental values illustrated in RVS are Self-improvement,
Autonomy and self-reliance, Personal discipline, kindness, Ambition, and
Goal-orientation.
Several studies confirm that RVS values vary among groups.66 People in
the same occupations or categories (corporate managers, union members,
parents, students) tend to hold similar values. One study compared corporate
executives, members of the steelworkers’ union, and members of a community activist group. Although there was a good deal of overlap among them,67
there were also significant differences (see Exhibit 5-3). The activists ranked
“equality” as their most important terminal value; executives and union members ranked this value 12 and 13, respectively. Activists ranked “helpful” as
their second-highest instrumental value. The other two groups both ranked it
14. Because executives, union members, and activists all have a vested interest
in what corporations do, these differences can create serious conflicts when
groups contend with each other over an organization’s economic and social
policies.68

Generational Values
Contemporary Work Cohorts Researchers have integrated several recent analyses of work values into four groups that attempt to capture the unique values

Mean Value Ranking Executives, Union Members, and Activisits (Top Five Only)
EXECUTIVES

Terminal

UNION MEMBERS
Instrumental

Terminal

Instrumental

1. Self-respect

1. Honest

1. Family security

2. Family security

2. Responsible

2. Freedom

3. Freedom

3. Capable

4. A sense of accomplishment
5. Happiness

ACTIVISTS
Terminal

Instrumental

1. Responsible

1. Equality

1. Honest

2. Honest

2. A world of peace

2. Helpful

3. Happiness

3. Courageous

3. Family security

3. Courageous

4. Ambitious

4. Self-respect

4. Independent

4. Self-respect

4. Responsible

5. Independent

5. Mature love

5. Capable

5. Freedom

5. Capable

Source: Based on W. C. Frederick and J. Weber, “The Values of Corporate Managers and Their Critics: An Empirical Description and Normative Implications,” in W. C. Frederick and L. E. Preston
(eds.), Business Ethics: Research Issues and Empirical Studies (Greenwich, CT: JAI Press, 1990), pp. 123–144.

values Basic convictions that a

value system A hierarchy based on

instrumental values Preferable modes

specific mode of conduct or end-state
of existence is personally or socially
preferable to an opposite or converse
mode of conduct or end-state of
existence.

a ranking of an individual’s values in
terms of their intensity.
terminal values Desirable end-states of
existence; the goals a person would like
to achieve during his or her lifetime.

of behavior or means of achieving
one’s terminal values.
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Exhibit 5-4

Dominant Work Values in Today’s Workforce

Cohort

Entered the
Workforce

Approximate
Current Age

Boomers

1965–1985

Mid-40s to mid-60s

Success, achievement, ambition,
dislike of authority; loyalty to
career

Xers

1985–2000

Late 20s to early 40s

Work/life balance, team-oriented,
dislike of rules; loyalty to
relationships

Nexters

2000 to present

Under 30

Confident, financial success, selfreliant but team-oriented; loyalty
to both self and relationships

Dominant Work Values

of different cohorts or generations in the U.S. workforce.69 Exhibit 5-4 segments
employees by the era during which they entered the workforce. Because most
people start work between the ages of 18 and 23, the eras also correlate closely
with employee age.
Let’s start with some limitations of this analysis. First, we make no assumption that the framework applies across all cultures. Second, despite a steady
stream of press coverage, there is very little rigorous research on generational
values, so we have to rely on an intuitive framework. Finally, these are imprecise
categories. There is no law that someone born in 1985 can’t have values similar
to those of someone born in 1955. Despite these limitations, values do change
over generations,70 and we can gain some useful insights from analyzing values
this way.
Boomers (Baby Boomers) are a large cohort born after World War II when
veterans returned to their families and times were good. Boomers entered the
workforce from the mid-1960s through the mid-1980s. They brought with them
a large measure of the “hippie ethic” and distrust of authority. But they place a
great deal of emphasis on achievement and material success. Pragmatists who
believe ends can justify means, they work hard and want to enjoy the fruits of
their labors. Boomers see the organizations that employ them merely as vehicles for their careers. Terminal values such as a sense of accomplishment and
social recognition rank high with them.
The lives of Xers (Generation Xers) have been shaped by globalization,
two-career parents, MTV, AIDS, and computers. Xers value flexibility, life
options, and the achievement of job satisfaction. Family and relationships are
very important. Xers are skeptical, particularly of authority. They also enjoy
team-oriented work. In search of balance in their lives, Xers are less willing
to make personal sacrifices for the sake of their employer than previous
generations were. On the RVS, they rate high on true friendship, happiness,
and pleasure.
The most recent entrants to the workforce, the Millennials (also called
Netters, Nexters, Generation Yers, and Generation Nexters ) grew up during
prosperous times. They have high expectations and seek meaning in their
work. Millennials have life goals more oriented toward becoming rich
(81 percent) and famous (51 percent) than do Generation Xers (62 percent and 29 percent, respectively), but they also see themselves as socially
responsible. At ease with diversity, Millennials are the first generation to
take technology for granted. More than other generations, they tend to be
questioning, electronically networked, and entrepreneurial. At the same
time, some have described Millennials as entitled and needy. They may clash
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An Ethical Choice

Should You Try to Change Someone’s Personality?

EBay’s young employees rank
their employer as one of the best
places to work for millennials. The
company’s culture of fun, casual
dress, and flexible work schedules
that provide for a work/life balance
appeal to Generation Y employees
like those shown here at eBay’s
offices in San Jose, California.
Young employees say that eBay
managers give them job responsibility quickly, generous recognition
for their achievements, and learning opportunities to advance their
careers. They also admire eBay’s
“Social Venture” initiatives such
as WorldofGood.com, eBay Giving
Works, and MicroPlace that make
a positive difference in the lives of
people throughout the world.

take up meditation. Moreover, such
efforts may send a strong message of
disapproval—who would want a manager saying, “We don’t like you the
way you are, you need to change!”
Employees who are forced into working environments that don’t fit their
dispositions will also likely experience
high levels of psychological strain.
On the other hand, it is possible
to change the way personality is expressed. Biological anthropologist
Helen Fisher notes that despite the importance of biology, “the environment
always molds your biology.” Someone
who isn’t particularly open to experience might be comfortable with new
work assignments if they’re framed
appropriately, and someone who isn’t
very conscientious can display organization and dutifulness if the right
environmental supports like checklists and formalized goal-setting are
in place. And personality does change
somewhat over time. As people age,
their scores on conscientiousness and

agreeableness increase rather dramatically, and neuroticism decreases substantially (the results for openness and
extraversion are more complex).
So what might employers do to
accommodate employee personality
differences while still obtaining maximum performance? One strategy is
to focus on outcomes and allow employees to determine their own way
to achieve them. An extrovert and an
introvert might both be able to produce
a very high quality report, even if the
extrovert will want to collaborate and
discuss during the process of writing
whereas the introvert will prefer to work
out problems alone. Employers can also
try to assign employees to activities that
best match their personality types.

Sources: B. W. Roberts and D. Mroczek,
“Personality Trait Change in Adulthood,”
Current Directions in Psychological Science,
no. 1, Vol. 17 (2008), pp. 31–35; “Five Ways
to Change Your Personality,” CBS News
(August 21, 2010), www.cbsnews.com.

Source: Jim Wilson/The New York Times/Redux Picturess.

A

s we have noted, individuals
differ in terms of their personality scores, and these
differences contribute to effective
performance. It isn’t always possible
to identify personality traits successfully during the hiring process, and
sometimes there simply aren’t enough
people with the “right” personality
traits available. So should organizations try to shape their employees
to make them more conscientious,
agreeable, open, emotionally stable,
and extraverted? Is there a potential
ethical problem with exercising this
type of control over workers?
Some evidence suggests that
people’s basic temperament is largely
fixed by biology, and in this case, attempts to change personality will
mostly lead to frustration and dissatisfaction. An employee who tends
to see things negatively is unlikely
to suddenly become an optimist
just because a manager pushes him
or her to read self-help books and
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with other generations over work attire and communication. They also like
feedback. An Ernst & Young survey found that 85 percent of Millennials
want “frequent and candid performance feedback,” compared to only half
of Boomers.71
Though it is fascinating to think about generational values, remember these classifications lack solid research support. Recent reviews suggest
many of the generalizations are either overblown or incorrect. 72 Studies
that have found differences across generations do not support the popular
conceptions of how generations differ, and most are plagued with methodological problems that make it difficult to assess whether differences actually
exist. One study that used an appropriate longitudinal design did find the
value placed on leisure increased over generations from the Baby Boomers
to the Millennials and work centrality has declined, but it did not find that
Millennials had higher altruistic work values as expected.73 Generational classifications may help us understand our own and other generations better, but
we must also appreciate their limits.

Linking an Individual’s Personality
and Values to the Workplace
Thirty years ago, organizations were concerned only with personality because
their primary focus was to match individuals to specific jobs. That concern has
expanded to include how well the individual’s personality and values match the
organization. Why? Because managers today are less interested in an applicant’s
ability to perform a specific job than with his or her flexibility to meet changing
situations and commitment to the organization.
We’ll now discuss person–job fit and person–organization fit in more detail.

Person–Job Fit
The effort to match job requirements with personality characteristics is best
articulated in John Holland’s personality–job fit theory.74 Holland presents
six personality types and proposes that satisfaction and the propensity to leave
a position depend on how well individuals match their personalities to a job.
Exhibit 5-5 describes the six types, their personality characteristics, and examples of the congruent occupations for each.
Holland developed the Vocational Preference Inventory questionnaire,
which contains 160 occupational titles. Respondents indicate which they like or
dislike, and their answers form personality profiles. Research strongly supports
the resulting hexagonal diagram shown in Exhibit 5-6.75 The closer two fields or
orientations are in the hexagon, the more compatible they are. Adjacent categories are quite similar, whereas diagonally opposite ones are highly dissimilar.
What does all this mean? The theory argues that satisfaction is highest and
turnover lowest when personality and occupation are in agreement. A realistic
person in a realistic job is in a more congruent situation than a realistic person in
an investigative job. A realistic person in a social job is in the most incongruent
situation possible. The key points of this model are that (1) there do appear to

Linking an Individual’s Personality and Values to the Workplace
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Holland’s Typology of Personality and Congruent Occupations

Type

Personality Characteristics

Congruent Occupations

Realistic: Prefers physical activities that
require skill, strength, and coordination

Shy, genuine, persistent, stable, conforming,
practical

Mechanic, drill press operator,
assembly-line worker, farmer

Investigative: Prefers activities that involve
thinking, organizing, and understanding

Analytical, original, curious, independent

Biologist, economist, mathematician,
news reporter

Social: Prefers activities that involve
helping and developing others

Sociable, friendly, cooperative, understanding

Social worker, teacher, counselor,
clinical psychologist

Conventional: Prefers rule-regulated,
orderly, and unambiguous activities

Conforming, efficient, practical, unimaginative,
inflexible

Accountant, corporate manager, bank
teller, file clerk

Enterprising: Prefers verbal activities
in which there are opportunities to
influence others and attain power

Self-confident, ambitious, energetic,
domineering

Lawyer, real estate agent, public
relations specialist, small business
manager

Artistic: Prefers ambiguous and
unsystematic activities that allow
creative expression

Imaginative, disorderly, idealistic, emotional,
impractical

Painter, musician, writer, interior
decorator

be intrinsic differences in personality among individuals, (2) there are different
types of jobs, and (3) people in jobs congruent with their personality should
be more satisfied and less likely to voluntarily resign than people in incongruent jobs. Evidence supports the value of assessing vocational interests in the
selection process, with a match between interests and job requirements predicting job knowledge, performance, and low likelihood of turnover.76

Exhibit 5-6

Relationships Among Occupational Personality Types
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Source: Reprinted by special permission of the publisher, Psychological Assessment Resources, Inc., from Making Vocational Choices,
copyright 1973, 1985, 1992 by Psychological Assessment Resources, Inc. All rights reserved.

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 turnover.
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As you might expect, Holland types relate to personality scales. One study
found individuals higher in openness to experience as children were more
likely to take jobs high on the investigative and artistic dimensions as adults,
and those higher in conscientiousness as children were more likely to work in
conventional jobs as adults.77

Person–Organization Fit
We’ve noted that researchers have looked at matching people to organizations
as well as to jobs. If an organization faces a dynamic and changing environment
and requires employees able to readily change tasks and move easily between
teams, it’s more important that employees’ personalities fit with the overall
organization’s culture than with the characteristics of any specific job.
The person–organization fit essentially argues that people are attracted to
and selected by organizations that match their values, and they leave organizations that are not compatible with their personalities.78 Using the Big Five terminology, for instance, we could expect that people high on extraversion fit well
with aggressive and team-oriented cultures, that people high on agreeableness
match up better with a supportive organizational climate than one focused on
aggressiveness, and that people high on openness to experience fit better in organizations that emphasize innovation rather than standardization.79 Following
these guidelines at the time of hiring should identify new employees who fit
better with the organization’s culture, which should, in turn, result in higher
employee satisfaction and reduced turnover. Research on person–organization
fit has also looked at whether people’s values match the organization’s culture.
This match predicts job satisfaction, commitment to the organization, and low
turnover.80 Interestingly, some research found that person-organization fit was
more important in predicting turnover in a collectivistic nation (India) than in
a more individualistic nation (the United States).81

International Values

8

Identify Hofstede’s five
value dimensions of national
culture.

One of the most widely referenced approaches for analyzing variations among
cultures was done in the late 1970s by Geert Hofstede.82 He surveyed more than
116,000 IBM employees in 40 countries about their work-related values and found
that managers and employees vary on five value dimensions of national culture:
●

MyManagementLab
For an interactive application of this
topic, check out this chapter’s
simulation activity at
www.mymanagementlab.com.

●

●

Power distance. Power distance describes the degree to which people in a
country accept that power in institutions and organizations is distributed
unequally. A high rating on power distance means that large inequalities
of power and wealth exist and are tolerated in the culture, as in a class or
caste system that discourages upward mobility. A low power distance rating characterizes societies that stress equality and opportunity.
Individualism versus collectivism. Individualism is the degree to which people prefer to act as individuals rather than as members of groups and
believe in individual rights above all else. Collectivism emphasizes a tight
social framework in which people expect others in groups of which they
are a part to look after them and protect them.
Masculinity versus femininity. Hofstede’s construct of masculinity is the
degree to which the culture favors traditional masculine roles such as
achievement, power, and control, as opposed to viewing men and women
as equals. A high masculinity rating indicates the culture has separate roles

International Values
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●

151

for men and women, with men dominating the society. A high femininity
rating means the culture sees little differentiation between male and female roles and treats women as the equals of men in all respects.
Uncertainty avoidance. The degree to which people in a country prefer structured over unstructured situations defines their uncertainty
avoidance. In cultures that score high on uncertainty avoidance, people
have an increased level of anxiety about uncertainty and ambiguity and
use laws and controls to reduce uncertainty. People in cultures low on
uncertainty avoidance are more accepting of ambiguity, are less rule oriented, take more risks, and more readily accept change.
Long-term versus short-term orientation. This newest addition to Hofstede’s
typology measures a society’s devotion to traditional values. People in a
culture with long-term orientation look to the future and value thrift, persistence, and tradition. In a short-term orientation, people value the here
and now; they accept change more readily and don’t see commitments as
impediments to change.

How do different countries score on Hofstede’s dimensions? Exhibit 5-7
shows the ratings for the countries for which data are available. For example,
power distance is higher in Malaysia than in any other country. The United
States is very individualistic; in fact, it’s the most individualistic nation of all
(closely followed by Australia and Great Britain). The United States also tends
to be short term in orientation and low in power distance (people in the United
States tend not to accept built-in class differences between people). It is also
relatively low on uncertainty avoidance, meaning most adults are relatively tolerant of uncertainty and ambiguity. The United States scores relatively high on
masculinity; most people emphasize traditional gender roles (at least relative to
countries such as Denmark, Finland, Norway, and Sweden).
You’ll notice regional differences. Western and northern nations such as
Canada and the Netherlands tend to be more individualistic. Poorer countries
such as Mexico and the Philippines tend to be higher on power distance. South
American nations tend to be higher than other countries on uncertainty avoidance, and Asian countries tend to have a long-term orientation.
Hofstede’s culture dimensions have been enormously influential on OB researchers and managers. Nevertheless, his research has been criticized. First,
although the data have since been updated, the original work is more than
30 years old and was based on a single company (IBM). A lot has happened on
the world scene since then. Some of the most obvious changes include the fall
of the Soviet Union, the transformation of central and eastern Europe, the end
of apartheid in South Africa, and the rise of China as a global power. Second,
few researchers have read the details of Hofstede’s methodology closely and are

power distance A national culture

masculinity A national culture attribute

uncertainty avoidance A national

attribute that describes the extent to
which a society accepts that power
in institutions and organizations is
distributed unequally.
individualism A national culture
attribute that describes the degree to
which people prefer to act as individuals
rather than as members of groups.
collectivism A national culture attribute
that describes a tight social framework
in which people expect others in groups
of which they are a part to look after
them and protect them.

that describes the extent to which the
culture favors traditional masculine
work roles of achievement, power, and
control. Societal values are characterized
by assertiveness and materialism.
femininity A national culture attribute
that indicates little differentiation
between male and female roles; a high
rating indicates that women are treated
as the equals of men in all aspects of
the society.

culture attribute that describes
the extent to which a society
feels threatened by uncertain and
ambiguous situations and tries to
avoid them.
long-term orientation A national
culture attribute that emphasizes the
future, thrift, and persistence.
short-term orientation A national
culture attribute that emphasizes
the past and present, respect for
tradition, and fulfillment of social
obligations.

Exhibit 5-7

Hofstede’s Cultural Values by Nation

Power Distance

Individualism
versus Collectivism

Masculinity
versus Femininity

Uncertainty
Avoidance

Long- versus
Short-Term
Orientation

Country

Index

Rank

Index

Rank

Index

Rank

Index

Rank

Index

Rank

Argentina
Australia
Austria
Belgium
Brazil
Canada
Chile
Colombia
Costa Rica
Denmark
Ecuador
El Salvador
Finland
France
Germany
Great Britain
Greece
Guatemala
Hong Kong
India
Indonesia
Iran
Ireland
Israel
Italy
Jamaica
Japan
Korea (South)
Malaysia
Mexico
The Netherlands
New Zealand
Norway
Pakistan
Panama
Peru
Philippines
Portugal
Singapore
South Africa
Spain
Sweden
Switzerland
Taiwan
Thailand
Turkey
United States
Uruguay
Venezuela
Yugoslavia
Regions:
Arab countries
East Africa
West Africa

49
36
11
65
69
39
63
67
35
18
78
66
33
68
35
35
60
95
68
77
78
58
28
13
50
45
54
60
104
81
38
22
31
55
95
64
94
63
74
49
57
31
34
58
64
66
40
61
81
76

35–36
41
53
20
14
39
24–25
17
42–44
51
8–9
18–19
46
15–16
42–44
42–44
27–28
2–3
15–16
10–11
8–9
29–30
49
52
34
37
33
27–28
1
5–6
40
50
47–48
32
2–3
21–23
4
24–25
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Scores range from 0 5 extremely low on dimension to 100 5 extremely high.
Note: 1 5 highest rank. LTO ranks: 1 5 China; 15–16 5 Bangladesh; 21 5 Poland; 34 5 lowest.
Source: Copyright Geert Hofstede BV, hofstede@bart.nl. Reprinted with permission.
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Source: Imaginechina via AP Images.

Understanding differences in
values across cultures helps explain
the behavior of employees from
different countries. According to
Hofstede’s framework for assessing cultures, China, like all Asian
nations, ranks high in long-term
orientation. China also ranks high in
power distance, where the inequality of power and wealth within
the country is accepted by citizens
as part of their cultural heritage.
Ranking low in individualism, China
has a strong collectivist culture that
fosters relationships where everyone takes responsibility for group
members. Using these and other
ratings can help organizations considering doing business in China to
predict the behavior of employees
shown here at a glassware factory.

therefore unaware of the many decisions and judgment calls he had to make
(for example, reducing the number of cultural values to just five). Some results are unexpected. Japan, which is often considered a highly collectivist nation, is considered only average on collectivism under Hofstede’s dimensions.83
Despite these concerns, Hofstede has been one of the most widely cited social
scientists ever, and his framework has left a lasting mark on OB.
Recent research across 598 studies with more than 200,000 respondents has
investigated the relationship of cultural values and a variety of organizational
criteria at both the individual and national level of analysis.84 Overall, the four
original culture dimensions were equally strong predictors of relevant outcomes,
meaning researchers and practicing managers need to think about culture holistically and not just focus on one or two dimensions. Cultural values were more
strongly related to organizational commitment, citizenship behavior, and teamrelated attitudes than were personality scores. On the other hand, personality was
more strongly related to behavioral criteria like performance, absenteeism, and
turnover. The researchers also found that individual scores were much better
predictors of most outcomes than assigning all people in a country the same cultural values. In sum, this research suggests that Hofstede’s value framework may
be a valuable way of thinking about differences among people, but we should be
cautious about assuming all people from a country have the same values.
The GLOBE Framework for Assessing Cultures Begun in 1993, the Global
Leadership and Organizational Behavior Effectiveness (GLOBE) research
program is an ongoing cross-cultural investigation of leadership and national
culture. Using data from 825 organizations in 62 countries, the GLOBE team
identified nine dimensions on which national cultures differ.85 Some—such
as power distance, individualism/collectivism, uncertainty avoidance, gender
differentiation (similar to masculinity versus femininity), and future orientation
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(similar to long-term versus short-term orientation)—resemble the Hofstede
dimensions. The main difference is that the GLOBE framework added dimensions, such as humane orientation (the degree to which a society rewards individuals for being altruistic, generous, and kind to others) and performance
orientation (the degree to which a society encourages and rewards group members for performance improvement and excellence).
Which framework is better? That’s hard to say, and each has its adherents.
We give more emphasis to Hofstede’s dimensions here because they have stood
the test of time and the GLOBE study confirmed them. However, researchers
continue to debate the differences between them, and future studies may favor
the more nuanced perspective of the GLOBE study.86

MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Summary and Implications for Managers
Personality What value, if any, does the Big Five model provide to managers?
From the early 1900s through the mid-1980s, researchers sought a link between
personality and job performance. “The outcome of those 80-plus years of research was that personality and job performance were not meaningfully related
across traits or situations.”87 However, the past 20 years have been more promising, largely due to the findings about the Big Five.
●

●

●

●

●

Screening job candidates for high conscientiousness—as well as the other
Big Five traits, depending on the criteria an organization finds most
important—should pay dividends. Of course, managers still need to take
situational factors into consideration.88
Factors such as job demands, the degree of required interaction with
others, and the organization’s culture are examples of situational variables
that moderate the personality–job performance relationship.
You need to evaluate the job, the work group, and the organization to
determine the optimal personality fit.
Other traits, such as core self-evaluation or narcissism, may be relevant in
certain situations, too.
Although the MBTI has been widely criticized, it may have a place in
organizations. In training and development, it can help employees better
understand themselves, help team members better understand each other,
and open up communication in work groups and possibly reduce conflicts.

Values Why is it important to know an individual’s values? Values often underlie and explain attitudes, behaviors, and perceptions. So knowledge of an
individual’s value system can provide insight into what makes the person “tick.”
●

Employees’ performance and satisfaction are likely to be higher if their values fit well with the organization. The person who places great importance
on imagination, independence, and freedom is likely to be poorly matched
with an organization that seeks conformity from its employees.

Summary and Implications for Managers

155

Millennials Are More Narcissistic
POINT

T

hose in college today have many good qualities: they are
more technologically savvy, more socially tolerant, and
more balanced in their work and family priorities than
previous generations. Thus, those poised to enter the workforce
today do so with some important virtues. Humility, however, is
not one of them.
A large-scale, longitudinal study found that those graduating
from college in 2010 were more likely than those from previous
generations to have seemingly inflated views of themselves.
The 2010 graduates were more likely than 1980 graduates to
agree they would be “very good” spouses (56 percent of 2010
graduates, compared to 37 percent among 1980 graduates),
parents (54 percent of 2010 graduates, 36 percent among 1980
graduates), and workers (65 percent of 2010 graduates, 49 percent among 1980 graduates).
Studies measuring narcissism suggests that scores are rising, especially among younger generations. For example, by
presenting a choice between two statements—“I try not to be a
show-off” versus “I will usually show off if I get the chance”—
psychologists have found that narcissism has been growing
since the early 1980s.
A 2011 study by University of Kentucky researcher Dr. Nathan
DeWall even found that popular songs are becoming more
narcissistic. Analyzing the lyrics of songs on the Billboard Hot
100 Chart from 1980 to 2007, DeWall found a clear trend toward
narcissism. The words “I” and “me” have replaced “we” and
“us.” Two recent examples: “I’m bringing sexy back. Yeah. Them
other boys don’t know how to act. Yeah” (Justin Timberlake), and
“I am the greatest man that ever lived. I was born to give and give
and give” (Weezer).
Narcissism’s rise is all around us. The sooner we admit it,
the sooner we can begin to address the problem in families, in
education, and at work.

COUNTERPOINT

S

peaking of music, this argument is like a broken record
that seems to play over and over: “THE YOUTH OF
TODAY ARE LOST!” Every generation tends to think the
new generation is without values, and the new generation
thinks the older generation is hopelessly judgmental and out
of touch. Wasn’t the “Me generation” supposedly a generation ago? Let’s send the broken record to the recycling bin and
review the evidence.
One recent study that tracked nearly half a million young
people on measures of egotistic traits such as self-perceived
intelligence, self-esteem, and self-enhancement found
little evidence to suggest changes since the 1970s. In short,
Millennials aren’t any more narcissistic than young people
were in the 1970s or 1980s. The authors of this study conclude,
“Today’s youth seem no more egotistical than previous
generations . . . In fact, today’s youth seem to have psychological profiles that are remarkably similar to youth from the
past 30 years.”
Another study offered an interesting explanation for why
people think Millennials are more narcissistic. Specifically, young
people in general are more self-focused, but as people age,
they become more “other” focused. So we think young people
are different when in fact they’re just the way older folks were
when they were younger. As these authors conclude, “Every
generation is Generation Me.” Our level of narcissism appears to
be one of the many things that change as we get older.
More broadly, narcissistic folks exist in every generation.
We need to be careful when generalizing about entire groups
(whether one sex, one race, one culture, or one generation).
While generalizations have caused no small amount of trouble,
we still like to simplify the world, sometimes for good reason.
In this case, however, the good reason isn’t there, especially
considering the latest evidence.

Sources: N. Wolchover, “Song Lyrics Suggest Narcissism Is on the Rise,” LiveScience (April, 26, 2011), downloaded May 16,
2011, from www.livescience.com; M. Norris, “Study: Narcissism on Rise in Pop Lyrics,” All Things Considered (April 26, 2011),
downloaded May 15 from www.npr.org/; K. H. Trzesniewski and M. B. Donnellan, “Rethinking ‘Generation Me’: A Study
of Cohort Effects from 1976–2006,” Perspectives on Psychological Science 5, no. 1 (2010), pp. 58–75; and B. W. Roberts,
G. Edmonds, and E. Grijalva, “It Is Developmental Me, Not Generation Me: Developmental Changes Are More Important Than
Generational Changes in Narcissism—Comment on Trzesniewski & Donnellon (2010),” Perspectives on Psychological Science
5, No. 1 (2010), pp. 97–102.
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●

Managers are more likely to appreciate, evaluate positively, and allocate
rewards to employees who fit in, and employees are more likely to be satisfied if they perceive they do fit in. This argues for management to seek
job candidates who have not only the ability, experience, and motivation
to perform but also a value system compatible with the organization’s.

QUESTIONS FOR REVIEW

1

5

2

6

What is personality? How do we typically measure it?
What factors determine personality?
What is the Myers-Briggs Type Indicator (MBTI), and
what does it measure?

3
4

What are the Big Five personality traits?
How do the Big Five traits predict work behavior?

EXPERIENTIAL EXERCISE

What are values, why are they important, and what is
the difference between terminal and instrumental values?

7
8

Do values differ across generations? How so?
Do values differ across cultures? How so?

What Organizational Culture Do You Prefer?

The Organizational Culture Profile (OCP) can help assess
whether an individual’s values match the organization’s.89
The OCP helps individuals sort their characteristics in
terms of importance, which indicates what a person
values.
1. Working on your own, complete the OCP found at
www.jstor.org/stable/256404.
2. Your instructor may ask you the following questions
individually or as a group of three or four students
(with a spokesperson appointed to speak to the class
for each group):

ETHICAL DILEMMA

Besides the Big Five, what other personality traits are
relevant to OB?

a. What were your most preferred and least preferred
values? Do you think your most preferred and least
preferred values are similar to those of other class
or group members?
b. Do you think there are generational differences in
the most preferred and least preferred values?
c. Research has shown that individuals tend to be
happier, and perform better, when their OCP
values match those of their employer. How important do you think a “values match” is when you’re
deciding where you want to work?

Freedom or Lack of Commitment?

Lifelong commitment to one employer is a thing of the
past. An analysis by Princeton economist Henry Farber
revealed that the percentage of private-sector employees
who remained with the same employer for 10 or more
years has dropped from 50 percent in 1973 to less than
35 percent today. Those with 20 or more years with the
same employer dropped from 35 percent to 20 percent.
To be sure, some of this movement is employer-driven.
Lifetime job security is long gone for most positions. So are
benefit packages that would keep employees secure, such as
rock-solid pensions and generous health benefits. But does
a generational shift in values also explain the drop?
According to Pew Research, 66 percent of Millennials
say they want to switch careers some time in their life,

while 62 percent of Generation X members and 84 percent of Baby Boomers say they would prefer to stay at their
current job for the rest of their lives. Another study suggested that while 64 percent of Baby Boomers “really care
about the fate” of their organization, this figure is only
47 percent for Millennials. Yet another study indicated
that two-thirds of Millennials had plans to move or “surf”
from one job to another as a means of gaining desired
skills and increasing their pay.
One Millennial, Rebecca Thorman, notes that mobility
makes sense only because if you aren’t mobile, you limit
your options. She says you can’t expect your pay to grow
“by staying at the same job . . . You just can’t.”

Case Incident 1

These values don’t sit well with some employers. “We
prefer long tenured employees who have stuck with us
and been loyal,” says Dave Foster, CEO of AvreaFoster,
an advertising agency in Dallas. “It appears that a lot of
Millennials don’t think that one path is the answer. This is
a problem because the commitment isn’t there.”
To attitudes like that, Thorman retorts, “We’re not
going to settle.”
Questions
1. In your experience, do younger individuals differ
from older individuals in their plans to remain with
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one employer for a long time? Do you think these
differences, if you believe they exist, are due to shifting economic realities or to changing work values?
2. Do you think you should feel free to “job surf”—
purposely moving from job to job as soon as the desire
strikes? Do you think employers have a right to ask
about “job surfing” plans when they interview you?
3. If you had an interview with Foster or someone with
his views of Millennials, how might you combat his
preconceptions?

Sources: S. Collins, “Millennials Take on the Workforce,” SHIFT Magazine (May 3, 2011), downloaded
May 12, 2011, from www.smudailymustang.com; and R. Wartzman, “Generation Mobility,” Los Angeles
Times (July 16, 2010), downloaded May 12, 2011, from www.dailytidings.com/.

CASE INCIDENT 1

Is There a Price for Being Too Nice?

Agreeable people tend to be kinder and more accommodating in social situations, which you might think could
add to their success in life. However, we’ve already noted
that one downside of agreeableness is potentially lower
earnings. We’re not sure why this is so, but agreeable individuals may be less aggressive in negotiating starting salaries and pay raises.
Yet there is clear evidence that agreeableness is something employers value. Several recent books argue in favor of “leading with kindness” (Baker & O’Malley, 2008)
and “capitalizing on kindness” (Tillquist, 2008). Other
articles in the business press have argued that the sensitive, agreeable CEO—such as GE’s Jeffrey Immelt and
Boeing’s James McNerney—signals a shift in business culture (Brady, 2007). In many circles, individuals desiring
success in their careers are exhorted to be “complimentary,” “kind,” and “good” (for example, Schillinger, 2007).
Take the example of 500-employee Lindblad
Expeditions. It emphasizes agreeableness in its hiring decisions. The VP of HR commented, “You can teach people
any technical skill, but you can’t teach them how to be a
kindhearted, generous-minded person with an open spirit.”
So, while employers want agreeable employees, agreeable employees are not better job performers, and they
are less successful in their careers. We might explain this

apparent contradiction by noting that employers value
agreeable employees for other reasons: they are more
pleasant to be around, and they may help others in ways
that aren’t reflected in their job performance. Most evidence suggests that agreeable people like agreeable people, which you might expect because people like those
who are similar to themselves. However, even disagreeable people like agreeable people, perhaps because they
are easier to manipulate than individuals who are lower in
agreeableness. Perhaps everyone wants to hire agreeable
people just because everyone likes to be around them.
Moreover, a 2008 study of CEO and CEO candidates
revealed that this contradiction applies to organizational
leaders as well. Using ratings made by an executive search
firm, researchers studied the personalities and abilities
of 316 CEO candidates for companies involved in buyout
and venture capital transactions. They found that what
gets a CEO candidate hired is not what makes him or her
effective. Specifically, CEO candidates who were rated
high on “nice” traits such as respecting others, developing others, and teamwork were more likely to be hired.
However, these same characteristics—especially teamwork
and respecting others for venture capital CEOs—made
the organizations they led less successful.
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Questions
1. Do you think there is a contradiction between what
employers want in employees (agreeable employees)
and what employees actually do best (disagreeable
employees)? Why or why not?
2. Often, the effects of personality depend on the situation. Can you think of some job situations in which

agreeableness is an important virtue? And in which it
is harmful?
3. In some research we’ve conducted, we’ve found that
the negative effects of agreeableness on earnings
is stronger for men than for women (that is, being
agreeable hurt men’s earnings more than women’s).
Why do you think this might be the case?

Sources: T. A. Judge, B. A. Livingston, and C. Hurst, “Do Nice Guys—and Gals—Really Finish Last? The
Joint Effects of Sex and Agreeableness on Earnings,” working paper, University of Florida (2009); S. N.
Kaplan, M. M. Klebanov, and M. Sorensen, “Which CEO Characteristics and Abilities Matter?” working paper, University of Chicago Graduate School of Business (2008), faculty.chicagobooth.edu/steven
.kaplan/research/kks.pdf; W. F. Baker and M. O’Malley, Leading with Kindness: How Good People
Consistently Get Superior Results (New York: AMACOM, 2008); K. Tillquist, Capitalizing on Kindness: When
21st Century Professionals Need to Be Nice (Pompton Plains, NJ: Career Press, 2008); D. Brady, “Being Mean
Is So Last Millennium,” BusinessWeek (January 15, 2007), p. 61; and L. Schillinger, “Nice and Ambitious:
Either, Neither, or Both?” The New York Times (January 14, 2007), p. 1.

CASE INCIDENT 2

Leadership from an Introvert’s Perspective

When people think of a stereotypical leader, they often
conjure up the image of a dynamic public speaker, a forceful and dominant personality, and someone who can cultivate relationships with a broad number of people. These
are all hallmarks of the extroverted personality type, so it’s
often been the case that extroverts rise to leadership positions more readily than introverts.
However, some question whether the social dominance
and ability to command attention shown by extraverts
might make them less effective leaders in certain ways.
In particular, extroverts may be less likely to take advice
from followers. One study investigated how quickly groups
of college students could fold shirts in 10 minutes. Each
group had a leader who was cued to be either extroverted
or introverted. The introverted leaders took more advice
from their proactive followers, and this led the groups
with introverted leaders to be more effective. Thus, even
though there are cases where introverts are less successful as leaders, in some conditions they are more effective.
Others note that introverted leaders can be better than
extroverts at one-on-one interactions, empathy, and deliberate decision making.
Are there business executives who break the extroverted
leader mold? One is Google co-founder Larry Page, wellknown for developing a small number of close relationships and being an excellent listener. Colgate-Palmolive

chief Ian Cook might feel uncomfortable in front of large
groups of people he doesn’t know, but he has learned to
partner with more extroverted colleagues for presentations to offset his natural shyness. Wal-Mart Stores CEO
Mike Duke is famously low-key and reserved, but he has
utilized his natural introvert skills of managing details and
engineering solutions to maintain the retail giant’s dominant market position. These examples show that although
extroverts might get all the attention, introverts can still
make effective leaders.
Questions
1. Are you more of an introverted or extraverted leader?
What can you do to leverage your personality to be a
more effective leader?
2. Under what conditions do you think extraverts make
more effective leaders than introverts? What unique
abilities of introverts could make them more effective
in some situations?
3. The case describes some problems introverts might
have in leadership situations. What techniques might
they employ to help them overcome these?
4. What types of developmental experiences do you
think would be especially valuable for introverted
leaders?

Sources: A. M. Grant, F. Gino, and D. A. Hofman, “The Hidden Advantages of Quiet Bosses,” Harvard
Business Review (December 2010), p. 28; B. O’Keefe and D. Burke, “Meet the CEO of the Biggest
Company on Earth,” Fortune (September 27, 2010), pp. 80–94; and J. S. Lubin, “Introverted Execs Find
Ways to Shine,” The Wall Street Journal (April 14, 2011), online.wsj.com.
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edge fund managers are unlike other people in ways that are fairly
obvious. Typically, they are unusually quantitatively oriented and
not made uncomfortable with the thought of losing thousands or
even millions of dollars on a bet gone bad. Their careers may rise or fall based
on factors over which they have little control.
Even in this unusual group, Spencer Greenberg is unusual. Only 27, he is
chief executive and co-chair of a Manhattan investment firm. After graduating from Columbia Business School, Greenberg founded Rebellion Research
Technologies with two other recent Amherst College graduates (Alexander
Fleiss and Jonathan Sturges) and another partner (Jeremy Newton) who was
still in college. Greenberg and his compatriots are, of course, very young to
be leading a New York investment firm. What is even more interesting is the
way they’re doing it.
All investment bankers and hedge fund managers are comfortable with
analytics. What makes Rebellion unusual is the degree to which the firm has
taken them. The firm uses computers to actually make buy, sell, or hold decisions and to learn from its mistakes. “It’s pretty clear that human beings
aren’t improving,” says Greenberg. “But computers and algorithms are only
getting more robust.”
Based on the returns Rebellion has been able to generate, other companies, including Cerebellum Capital and RGM Advisors, have followed
suit. The computers outperform humans, their advocates say, because
they can crunch numbers more quickly, “learn” what works, and adapt
more readily and objectively. Rebellion’s program analyzes more than
a decade of financial activity and the latest market results to evaluate
stocks. When buy, sell, or hold decisions stop working, the computer adjusts by automatically incorporating new information. Rebellion’s leaders
have faith in their artificial intelligence (AI). “I’ve learned not to question
the AI,” says Fleiss.
Machines are not only taking over financial decision making. From
flying airplanes to making medical decisions to running nuclear power
plants, computers are gradually supplanting and even replacing human
judgment.
Not everyone is convinced that AI always improves on human judgment and decision making. Some argue that reliance on computers makes
complex systems more susceptible to errors because no computer can anticipate every scenario, and humans function less well as the passive monitors

Photo: Jeremy Newton, Jonathan Sturges, Spencer Greenberg and Alexander Fleiss of Rebellion Research. Source: Michael Rubenstein/Redux
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Indecision may or may not
be my problem.
—Jimmy Buffett
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into which AI makes them. Says an observer of one complex system—airline
piloting, “When the person has no role in the task, there’s a much greater risk of
complacency.”
Sources: A. Shell, “Wall Street Traders Mine Tweets to Gain a Trading Edge,” USA Today (May 4,
2011), downloaded May 23, 2011, from www.usatoday.com/money/; “Soon, Your Computer Will
Have Emotions Like You,” The Economic Times (April 20, 2011), downloaded May 23, 2011, from
http://articles.economictimes.indiatimes.com; S. Patterson, “Letting the Machines Decide,” The
Wall Street Journal (July 14, 2010), p. C1; and C. Negroni, “As Attention Wanders, Second Thoughts
About the Autopilot,” The New York Times (May 18, 2010), pp. B1, B5.

T

he preceding example illustrates some of the issues that arise when people
look for techniques to improve their decision making. One reason some
like computerized decision making is that human decision makers can be
incorrect or biased in many ways. This chapter will review some of these biases
in human decision making, but it also explores how human decision makers
can outperform machines, especially in the area of creativity. The Case Incident 1
(at the end of the chapter) considers computerized decision making further.
In the following Self-Assessment Library, consider one perception—that of
appropriate gender roles.

S A

L

SELF-ASSESSMENT LIBRARY

What Are My Gender Role Perceptions?
In the Self-Assessment Library (available on CD or online), take assessment IV.C.2
(What Are My Gender Role Perceptions?) and answer the following questions.
1. Did you score as high as you thought you would?
2. Do you think a problem with measures like this is that people aren’t honest
in responding?
3. If others, such as friends, classmates, and family members, rated you, would
they rate you differently? Why or why not?
4. Research has shown that people’s gender role perceptions are becoming less
traditional over time. Why do you suppose this is so?

What Is Perception?

1

Define perception and
explain the factors that
influence it.

Perception is a process by which individuals organize and interpret their
sensory impressions in order to give meaning to their environment. However,
what we perceive can be substantially different from objective reality. For
example, all employees in a firm may view it as a great place to work—favorable
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.
Why is perception important in the study of OB? Simply because people’s
behavior is based on their perception of what reality is, not on reality itself. The
world as it is perceived is the world that is behaviorally important.

What Is Perception?
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Factors That Influence Perception
How do we explain the fact that individuals may look at the same thing yet
perceive it differently? A number of factors operate to shape and sometimes
distort perception. These factors can reside in the perceiver; in the object, or
target, being perceived; or in the context of the situation in which the perception
is made (see Exhibit 6-1).
When you look at a target and attempt to interpret what you see, your
interpretation is heavily influenced by your personal characteristics—your attitudes, personality, motives, interests, past experiences, and expectations. For
instance, if you expect police officers to be authoritative or young people to be
lazy, you may perceive them as such, regardless of their actual traits.
Characteristics of the target also affect what we perceive. Loud people are more
likely to be noticed in a group than quiet ones. So, too, are extremely attractive or
unattractive individuals. Because we don’t look at targets in isolation, the relationship of a target to its background also influences perception, as does our tendency
to group close things and similar things together. We often perceive women, men,
Whites, African Americans, Asians, or members of any other group that has clearly
distinguishable characteristics as alike in other, unrelated ways as well.
Context matters too. The time at which we see an object or event can influence our attention, as can location, light, heat, or any number of situational
factors. At a nightclub on Saturday night, you may not notice a young guest
“dressed to the nines.” Yet that same person so attired for your Monday morning management class would certainly catch your attention (and that of the
rest of the class). Neither the perceiver nor the target has changed between
Saturday night and Monday morning, but the situation is different.

Exhibit 6-1

Factors That Influence Perception

Factors in the perceiver
• Attitudes
• Motives
• Interests
• Experience
• Expectations
Factors in the situation
• Time
• Work setting
• Social setting

Perception

Factors in the target
• Novelty
• Motion
• Sounds
• Size
• Background
• Proximity
• Similarity

perception A process by which
individuals organize and interpret their
sensory impressions in order to give
meaning to their environment.
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Person Perception: Making Judgments About Others
Now we turn to the application of perception concepts most relevant to
OB—person perception, or the perceptions people form about each other.

Attribution Theory

2

Explain attribution theory
and list the three determinants of attribution.

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. That’s why
when we observe people, we attempt to explain why they behave in certain ways.
Our perception and judgment of a person’s actions, therefore, will be significantly
influenced by the assumptions we make about that person’s internal state.
Attribution theory tries to explain the ways in which we judge people
differently, depending on the meaning we attribute to a given behavior.1 It
suggests that when we observe an individual’s behavior, we attempt to determine whether it was internally or externally caused. That determination, however, depends largely on three factors: (1) distinctiveness, (2) consensus, and
(3) consistency. First, let’s clarify the differences between internal and external
causation, and then we’ll elaborate on each of the three determining factors.
Internally caused behaviors are those we believe to be under the personal
control of the individual. Externally caused behavior is what we imagine the situation forced the individual to do. If one of your employees is late for work, you
might attribute that to his partying into the wee hours and then oversleeping.
This is an internal attribution. But if you attribute lateness 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 behaviors in different situations. Is the
employee who arrives late today also one who regularly “blows off” commitments? What we want to know is whether this behavior is unusual. If it is, we
are likely to give it an external attribution. If it’s not, we will probably judge the
behavior to be internal.
If everyone who faces a similar situation responds in the same way, we can
say the behavior shows consensus. The behavior of our tardy employee meets this
criterion if all employees who took the same route were also late. From an attribution perspective, 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 two or three times a week.
The more consistent the behavior, the more we are inclined to attribute it to
internal causes.
Exhibit 6-2 summarizes the key elements in attribution theory. It tells us,
for instance, that if an employee, Kim Randolph, generally performs at about
the same level on related tasks as she does on her current task (low distinctiveness), other employees frequently perform differently—better or worse—
than Kim on that task (low consensus), and Kim’s performance on this current
task is consistent over time (high consistency), anyone judging Kim’s work
will likely hold her primarily responsible for her task performance (internal
attribution).
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Attribution Theory

Observation

Attribution
of cause

Interpretation
High
Distinctiveness

Low
High

Individual behavior

Consensus

Low
High

Consistency

Low

External
Internal
External
Internal
Internal
External

One of the most interesting findings from attribution theory research is that
errors or biases distort attributions. When we make judgments about the behavior 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 the innovative product line introduced by a competitor. Individuals and organizations also 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 co-workers.
People also tend to attribute ambiguous information as relatively flattering and
accept positive feedback while rejecting negative feedback. This is the self-serving
bias.3 A U.S. News & World Report study showed its power. Researchers asked one
group of people “If someone sues you and you win the case, should he pay your
legal costs?” Eighty-five percent responded “yes.” Another group was asked “If
you sue someone and lose the case, should you pay his costs?” Only 44 percent
answered “yes.”4
The evidence on cultural differences in perception is mixed, but most suggest there are differences across cultures in the attributions people make.5
One study found Korean managers less likely to use the 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.6 On the other hand,
Asian managers are more likely to blame institutions or whole organizations,
whereas Western observers believe individual managers should get blame or
praise.7 That probably explains why U.S. newspapers prominently report 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 individuals from Asian cultures are more likely to
make group-based stereotypes.8 Attribution theory was developed largely based
attribution theory An attempt to

fundamental attribution error The

self-serving bias The tendency for

determine whether an individual’s
behavior is internally or externally
caused.

tendency to underestimate the
influence of external factors and
overestimate the influence of internal
factors when making judgments about
the behavior of others.

individuals to attribute their own
successes to internal factors and put
the blame for failures on external
factors.
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on experiments with U.S. and Western European workers. But these studies
suggest caution in making attribution theory predictions in non-Western
societies, especially in countries with strong collectivist traditions.
Differences in attribution tendencies don’t mean the basic concepts of
attribution and blame completely differ across cultures, though. Self-serving
biases may be less common in East Asian cultures, but evidence suggests they
still operate across cultures.9 Recent studies indicate Chinese managers assess
blame for mistakes using the same distinctiveness, consensus, and consistency
cues Western managers use.10 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 someone else
should be blamed.

Common Shortcuts in Judging Others

3

Identify the shortcuts
individuals use in making
judgments about others.

The shortcuts we use in judging others are frequently valuable: they allow us to
make accurate perceptions rapidly and provide valid data for making predictions. However, they are not foolproof. They can and do get us into trouble
when they result in significant distortions.
Selective Perception Any characteristic that makes a person, an object, or an
event stand out will increase the probability we will perceive it. Why? Because it
is impossible for us to assimilate everything we see; we can take in only certain
stimuli. This explains why you’re more likely to notice cars like your own, or why a
boss may reprimand some people and not others doing the same thing. Because
we can’t observe everything going on about us, we engage in selective perception.
A classic example shows how vested interests can significantly influence which
problems we see.
Dearborn and Simon asked 23 business executives (6 in sales, 5 in production,
4 in accounting, and 8 in miscellaneous functions) to read a comprehensive case
describing the organization and activities of a steel company.11 Each manager
was asked to write down the most important problem in the case. Eighty-three
percent of the sales executives rated sales important; only 29 percent of the others did so. The researchers concluded that participants perceived as important
the aspects of a situation specifically related to their own unit’s activities and
goals. A group’s perception of organizational activities is selectively altered to
align with the vested interests the group represents.
Because we cannot assimilate all that we observe, we take in bits and pieces.
But we don’t choose randomly; rather, 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 picture. Seeing what we
want to see, we can draw unwarranted conclusions from an ambiguous situation.
We find another example of selective perception in financial analysis. From
2007 to 2009, the U.S. stock market lost roughly half its value. Yet during that
time, analysts’ sell ratings (typically, analysts rate a company’s stock with three
recommendations: buy, sell, or hold) actually decreased slightly. Although there
are several reasons analysts are reluctant to put sell ratings on stocks, one is
selective perception. When prices are going down, analysts often attend to the
past (saying the stock is a bargain relative to its prior price), rather than the
future (the downward trend may well continue). As one money manager noted,
“Each time the market went down was a new opportunity to buy the stock even
cheaper.”12 That much is true, of course, but it shows the dangers of selective
perception: by looking only at the past price, analysts were relying on a false reference point and failing to recognize that what has fallen can fall further still.
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glOBalization!

Chinese Time, North American Time

W

e realize just how much we
take our perceptions of the
world for granted when we
try to see through the eyes of someone who grew up in a culture totally
different from our own.
For instance, people see the passage of time quite differently in different
cultures. Some cultures tend to focus
more on the past, others on the future.
Li-Jun Ji and colleagues investigated
how Chinese perceive events relative
to Canadians’ perceptions. Participants
read a description of a theft, along with
descriptions of events that occurred in
the distant past, recent past, or present.
When attempting to solve the case,
Chinese participants were more likely
to rely on events from the distant past
and recent past, whereas Canadians
were more attentive to recent events.

Even the way we visualize the passage of time differs across cultures.
Lera Boroditsky, Orly Fuhrman, and
Kelly McCormick from Stanford
University examined how American
English speakers and Mandarin
(Chinese) speakers differed in their
perception of time. Because English
uses phrases like “looking forward
to” events or “putting the past behind
us,” English speakers tend to think
about time as a horizontal timeline.
Mandarin however uses words like
shàng (up) and xià (down) to refer to
time, so events accumulate in a stack.
Could this difference in language structure explain why Chinese speakers pay
more attention to history when thinking about events? Do Chinese think
more about events “piling up” on top
of one another (making them more

relevant), whereas North Americans
think about events moving away in
time so that what is in the past is over
and done? Further research will have
to examine whether this is the case,
but it remains an interesting possibility.
Sources: L. Ji, Z. Zhang, and D. Messervey,
“Looking Into the Past: Cultural Differences
in Perception and Representation of
Past Information,” Journal of Personality
and Social Psychology 96, no. 4 (2009),
pp. 761–769; L. Boroditsky, O. Fuhrman,
and K. McCormick, “Do English and
Mandarin Speakers Think about Time
Differently?” Cognition 118, no. 1 (2011),
pp. 123–129; and A. J. Shipp, J. R. Edwards,
and L. S. Lambert, “Conceptualization and
Measurement of Temporal Focus: The
Subjective Experience of Past, Present,
and Future,” Organizational Behavior and
Human Decision Processes 110, no. 1
(2009), pp. 1–22.

Halo Effect When we draw a general impression about an individual on the
basis of a single characteristic, such as intelligence, sociability, or appearance, a
halo effect is operating.13 If you’re a critic of President Obama, try listing 10 things
you admire about him. If you’re an admirer, try listing 10 things you dislike about
him. No matter which group describes you, odds are you won’t find this an easy
exercise! That’s the halo effect: our general views contaminate our specific ones.
The reality of 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.14 Subjects judged the person to be wise, humorous, popular, and imaginative. When the same list was modified to include “cold” instead of “warm,” a
completely different picture emerged. Clearly, the subjects were allowing a single trait to influence their overall impression of the person they were judging.
Contrast Effects An old adage among entertainers is “Never follow an act that
has kids or animals in it.” 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 evaluate a person in isolation. Our
reaction is influenced by other persons we have recently encountered.
selective perception The tendency

halo effect The tendency to draw a

contrast effect Evaluation of a

to selectively interpret what one
sees on the basis of one’s interests,
background, experience, and attitudes.

general impression about an individual
on the basis of a single characteristic.

person’s characteristics that is affected
by comparisons with other people
recently encountered who rank higher
or lower on the same characteristics.
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In a series of job interviews, for instance, interviewers can make distortions
in any given candidate’s evaluation as a result of his or her place in the interview schedule. A candidate is likely to receive a more favorable evaluation if
preceded by mediocre applicants and a less favorable evaluation if preceded by
strong applicants.

These young women are taking
part in a running test for employment in a police force in Peshawar,
Pakistan. But women in America
and European, Eastern European,
Asian, and Latin American countries
report that gender stereotyping
makes it difficult for them to enter
the profession because it is largely
regarded as a job strictly for men.
Even in countries like the United
States where the law requires hiring police officers without regard
to gender, the stereotypical view
of women inaccurately generalizes
them as lacking the mental, physical, and emotional fitness required
to perform police work. But women
who want to do police work contend that they satisfy the fitness
requirements and even bring special
qualities to the job such as compassion and good communication skills.

Source: Pakistan Press International Photo/Newscom

Stereotyping When we judge someone on the basis of our perception
of the group to which he or she belongs, we are using the shortcut called
stereotyping.15
We rely on generalizations every day because they help us make decisions
quickly; they are a means of simplifying a complex world. It’s less difficult to
deal with an unmanageable number of stimuli if we use heuristics or stereotypes. For example, it does make sense to assume that Tre, the new employee
from accounting, is going to know something about budgeting, or that Allie
from finance will be able to help you figure out a forecasting problem. The
problem occurs, of course, when we generalize inaccurately or too much. In
organizations, we frequently hear comments that represent stereotypes based
on gender, age, race, religion, ethnicity, and even weight (see Chapter 2):16
“Men aren’t interested in child care,” “Older workers can’t learn new skills,”
“Asian immigrants are hardworking and conscientious.” A growing body of research suggests stereotypes operate emotionally and often below the level of
conscious awareness, making them particularly hard to challenge and change.17
Stereotypes can be deeply ingrained and powerful enough to influence
life-and-death decisions. One study, controlling for a wide array of factors
(such as aggravating or mitigating circumstances), showed that the degree to
which black defendants in murder trials looked “stereotypically black” essentially doubled their odds of receiving a death sentence if convicted.18 Another
experimental 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, supporting the idea of a stereotype of Whites as better leaders.19
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One problem of stereotypes is that they are widespread and often useful
generalizations, though they may not contain a shred of truth when applied to a
particular person or situation. So we constantly have to check ourselves to make
sure we’re not unfairly or inaccurately applying a stereotype in our evaluations
and decisions. Stereotypes are an example of the warning “The more useful,
the more danger from misuse.”

Specific Applications of Shortcuts in Organizations
People in organizations are always judging each other. Managers must appraise
their employees’ performances. We evaluate how much effort our co-workers are
putting into their jobs. Team members immediately “size up” a new person. In
many cases, our judgments have important consequences for the organization.
Let’s look at the most obvious applications.
Employment Interview Few people are hired without an interview. But
interviewers make perceptual judgments that are often inaccurate20 and draw
early impressions that quickly become entrenched. Research shows we form
impressions of others within a tenth of a second, based on our first glance.21 If
these first impressions are negative, they tend to be more heavily weighted in
the interview than if that same information came out later.22 Most interviewers’
decisions change very little after the first 4 or 5 minutes of an interview. As a
result, information elicited early in the interview carries greater weight than
does information elicited later, and a “good applicant” is probably characterized more by the absence of unfavorable characteristics than by the presence of
favorable ones.
Performance Expectations People attempt to validate their perceptions of
reality even when these are faulty.23 The terms self-fulfilling prophecy and
Pygmalion effect describe how an individual’s behavior is determined by others’
expectations. If a manager expects big things from her people, they’re not likely
to let her down. Similarly, if she expects only minimal performance, they’ll likely
meet those low expectations. Expectations become reality. The self-fulfilling
prophecy has been found to affect the performance of students, soldiers, and
even accountants.24
Performance Evaluation We’ll discuss performance evaluations more fully in
Chapter 17, but note for now that they very much depend on the perceptual
process.25 An employee’s future is closely tied to the appraisal—promotion,
pay raises, and continuation of employment are among the most obvious
outcomes. Although the appraisal can be objective (for example, a sales-person
is appraised on how many dollars of sales he generates in his territory), many
jobs are evaluated in subjective terms. Subjective evaluations, though often
necessary, are problematic because all the errors we’ve discussed thus far—
selective perception, contrast effects, halo effects, and so on—affect them.
Ironically, sometimes performance ratings say as much about the evaluator as
they do about the employee!

stereotyping Judging someone on the
basis of one’s perception of the group
to which that person belongs.

self-fulfilling prophecy A situation in
which a person inaccurately perceives
a second person, and the resulting
expectations cause the second person
to behave in ways consistent with the
original perception.
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The Link Between Perception and Individual Decision Making
Explain the link between
perception and decision
making.

MyManagementLab
For an interactive application of this
topic, check out this chapter’s
simulation activity at
www.mymanagementlab.com.

Delta Airlines management made a
decision in reaction to the problem
of negative publicity resulting from
a growing number of customer
complaints about poor service. To
improve service, Delta reinstated
the personal assistance of its elite
Red Coat airport agents that it
started in the 1960s but eliminated
in 2005 due to budget cuts. The
primary mission of the Red Coats,
such as Charmaine Gordon shown
here helping customers at Kennedy
International Airport in New York,
is to fix customer problems. Today,
Delta has about 800 Red Coats who
walk around airports and use handheld devices to give one-on-one,
on-the-spot help to customers in
everything ranging from printing
boarding passes to directing passengers to the right concourse.

Individuals in organizations make decisions, choices from among two or more
alternatives. 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 managers set production schedules, select new employees, and decide how to allocate pay raises. Nonmanagerial
employees decide how much effort to put forth at work and whether to comply
with a boss’s request. Organizations have begun empowering their nonmanagerial employees with decision-making authority historically reserved for managers
alone. Individual decision making is thus an important part of organizational
behavior. But the way individuals make decisions and the quality of their choices
are largely influenced by their perceptions.
Decision making occurs as a reaction to a problem.26 That is, a discrepancy
exists between the current state of affairs and some desired state, requiring
us to consider alternative 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 don’t come neatly labeled “problem.” 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. In contrast, 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 and need to screen, process, and
interpret them. 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 perceptual

Source: Jessica Ebelhar / The New York Times/ Redux Pictures
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process will affect the final outcome. Finally, throughout the entire decisionmaking process, perceptual distortions often surface that can bias analysis and
conclusions.

Decision Making in Organizations

5

Apply the rational model
of decision making and
contrast it with bounded
rationality and intuition.

Business schools generally train students to follow rational decision-making
models. While models have considerable merit, they don’t always describe how
people actually make decisions. This is where OB enters the picture: to improve
the way we make decisions in organizations, we must understand the decisionmaking errors people commit (in addition to the perception errors we’ve
discussed). Next we describe these errors, beginning with a brief overview of
the rational decision-making model.

The Rational Model, Bounded Rationality, and Intuition
Rational Decision Making We often think the best decision maker is rational
and makes consistent, value-maximizing choices within specified constraints.27
These decisions follow a six-step rational decision-making model.28 The six steps
are listed in Exhibit 6-3.
The rational decision-making model relies on a number of assumptions,
including 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.29 As you might imagine, most decisions in the real
world 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.
Choices tend to be limited to the neighborhood of the problem symptom and
the current alternative. As one expert in decision making put it, “Most significant decisions are made by judgment, rather than by a defined prescriptive
model.”30 What’s more, people are remarkably unaware of making suboptimal decisions.31

Exhibit 6-3
1.
2.
3.
4.
5.
6.

Steps in the Rational Decision-Making Model

Define the problem.
Identify the decision criteria.
Allocate weights to the criteria.
Develop the alternatives.
Evaluate the alternatives.
Select the best alternative.

decisions Choices made from among

rational Characterized by making

rational decision-making model A

two or more alternatives.
problem A discrepancy between
the current state of affairs and some
desired state.

consistent, value-maximizing choices
within specified constraints.

decision-making model that describes
how individuals should behave in
order to maximize some outcome.
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Bounded Rationality Our limited information-processing capability makes it
impossible to assimilate and understand all the information necessary to optimize.32 So most people respond to a complex problem by reducing it to a level at
which they can readily understand it. Also 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.
When you considered which college 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.” Well, don’t feel
bad. Few people made their college choice this way. Instead of optimizing, you
probably satisficed.
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 complexity.33 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. But the
criteria are unlikely to be exhaustive. We identify choices that are easy to find
and highly visible and that usually represent familiar criteria and tried-andtrue solutions. Next, we begin reviewing them, focusing on alternatives that
differ little from the choice currently in effect until we identify one that is
“good enough”—that meets an acceptable level of performance. That ends our
search. So the solution represents a satisficing choice—the first acceptable one
we encounter—rather than an optimal one.
Satisficing is not always a bad idea—a simple process may frequently be
more sensible than the traditional rational decision-making model.34 To use the
rational model in the real world, 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,

Source: Imagechina/AP Images

Top managers of Nike, Inc.
operated within the confines of
bounded rationality in making a
decision about its operations in
China. To reinforce its future development and rapid growth in China,
Nike decided to invest $99 million
to build the China Logistics Center,
a new distribution facility in Jiangsu
for the company’s footwear,
apparel, and equipment products.
With China overtaking Japan as
Nike’s second largest market after
the United States, the new distribution center is expected to reduce
product delivery times by up to
14 percent to the more than
3,000 Nike retail stores in China.
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and money. And 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. Returning
to your college choice, would it really be smarter to fly around the country
to visit dozens of potential campuses, paying application fees for all these
options? Can you really even know what type of college is “best” for you when
you’re just graduating from high school, or is there a lot of unknown information about how your interests are going to develop over time? Maybe you won’t
major in the same subject you started with. It might be much smarter to find a
few colleges that match most of your preferences and then focus your attention
on differentiating between those.
Intuition Perhaps the least rational way of making decisions is intuitive decision
making, an unconscious process created from distilled experience.35 It occurs
outside conscious thought; it relies on holistic associations, or links between
disparate pieces of information; it’s fast; and it’s affectively charged, meaning it
usually engages the emotions.36
While intuition isn’t rational, it isn’t necessarily wrong. Nor does it always
contradict rational analysis; rather, the two can complement each other. But nor
is intuition superstition, or the product of some magical or paranormal sixth
sense. As one recent review noted, “Intuition is a highly complex and highly developed form of reasoning that is based on years of experience and learning.”37
For most of the twentieth century, experts believed decision makers’ use
of intuition was irrational or ineffective. That’s no longer the case.38 We now
recognize that rational analysis has been overemphasized and, in certain
instances, relying on intuition can improve decision making.39 But we can’t rely
on it too much. Because it is so unquantifiable, it’s hard to know when our
hunches are right or wrong. The key is neither to abandon nor rely solely on
intuition, but to supplement it with evidence and good judgment.

Common Biases and Errors in Decision Making

6

List and explain the
common decision
biases or errors.

Decision makers engage in bounded rationality, but they also allow systematic
biases and errors to creep into their judgments.40 To minimize effort and avoid
difficult trade-offs, people tend to rely too heavily on experience, impulses,
gut feelings, and convenient rules of thumb. These shortcuts can be helpful.
However, they can also distort rationality. Following are the most common
biases in decision making. Exhibit 6-4 provides some suggestions for how to
avoid falling into these biases and errors.
Overconfidence Bias It’s been said that “no problem in judgment and decision making is more prevalent and more potentially catastrophic than overconfidence.”41 When we’re given factual questions and asked to judge the probability
that our answers are correct, we tend to be far too optimistic. 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 in setting up confidence intervals than are

bounded rationality A process of
making decisions by constructing
simplified models that extract the
essential features from problems
without capturing all their complexity.

intuitive decision making An
unconscious process created out of
distilled experience.
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Exhibit 6-4

Reducing Biases and Errors

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 inconsistent 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 assumptions. When we overtly consider
various ways we could 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 something 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 that are outside your control. Ask yourself if 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 outstanding one.
Source: S. P. Robbins, Decide & Conquer: Making Winning Decisions and Taking Control of Your Life (Upper Saddle River, NJ: Financial
Times/Prentice Hall, 2004), pp. 164–168.

novices.42 When people say they’re 100 percent sure of an outcome, they tend
to be 70 to 85 percent correct.43 Here’s another interesting example. In one
random-sample national poll, 90 percent of U.S. adults said they expected to go
to heaven. But in another random-sample national poll, only 86 percent thought
Mother Teresa was in heaven. Talk about an overconfidence bias!
Individuals whose intellectual and interpersonal abilities are weakest are most
likely to overestimate their performance and ability.44 There’s also a negative
relationship between entrepreneurs’ optimism and the performance of their
new ventures: the more optimistic, the less successful.45 The tendency to be
too confident about their ideas might keep some from planning how to avoid
problems that arise.
Investor overconfidence operates in a variety of ways.46 Finance professor
Terrance Odean says “people think they know more than they do, and it costs
them.” Investors, especially novices, overestimate not just their own skill in
processing information, but also the quality of the information they’re working
with. Test your own confidence level with investments: compare the long-term
returns of your stock market picks relative to index funds. You’ll find an overall
index performs as well as, or better than, carefully hand-picked stocks. The
main reason many people resist index funds is that they think they’re better at
picking stocks than the average person, but most investors will actually do only
as well as or only slightly better than the market as a whole.
Anchoring Bias The anchoring bias is a tendency to fixate on initial information and fail to adequately adjust for subsequent information.47 It occurs
because 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. Assume two pilots—Jason and Glenda—have been laid
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off their current jobs, and after an extensive search their best offers are from
Delta Airlines. Each would earn the average annual pay of Delta’s narrow-body
jet pilots: $126,000. Jason was a pilot for Pinnacle, a regional airline where
the average annual salary is $82,000. Glenda was a pilot for FedEx, where
the average annual salary is $200,000. Which pilot is most likely to accept, or
be happiest with, Delta’s offer? Obviously Jason, because he is anchored by the
lower salary.48
Any time a negotiation takes place, so does anchoring. When a prospective
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 realistically can.) Finally, 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 target salary of $55,000, your boss will consider
$50,000 to $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.49
Confirmation Bias The rational decision-making process assumes we
objectively gather information. But we don’t. We selectively gather it. The
confirmation bias represents a specific case of selective perception: we seek
out information that reaffirms our past choices, and we discount information that contradicts them.50 We also tend to accept at face value information
that confirms our preconceived views, while we are critical and 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. Interestingly,
we are most prone to the confirmation bias when we believe we have good
information and strongly believe in our opinions. Fortunately, those who feel
there is a strong need to be accurate in making a decision are less prone to
the confirmation bias.
Availability Bias More people fear flying than fear driving in a car. But if flying
on a commercial airline really were as dangerous as driving, the equivalent of
two 747s filled to capacity would crash every week, killing all aboard. Because
the media give much more attention to air accidents, we tend to overstate the
risk of flying and understate the risk of driving.
The availability bias is our tendency to base judgments on information readily available.51 Events that evoke emotions, are particularly vivid, or are more
recent tend to be more available in our memory, leading us to overestimate the
chances of unlikely events such as an airplane crash. The availability bias can
also explain why managers doing performance appraisals give more weight to
recent employee behaviors than to behaviors of 6 or 9 months earlier, or why
credit-rating agencies such as Moody’s or Standard & Poor’s may issue overly
positive ratings by relying on information presented by debt issuers, who have
an incentive to offer data favorable to their case.52

anchoring bias A tendency to fixate

confirmation bias The tendency to

availability bias The tendency for

on initial information, from which
one then fails to adequately adjust for
subsequent information.

seek out information that reaffirms
past choices and to discount
information that contradicts past
judgments.

people to base their judgments on
information that is readily available to
them.
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Escalation of Commitment Another distortion that creeps into decisions is a
tendency to escalate commitment.53 Escalation of commitment refers to staying
with a decision even when 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!”
Individuals escalate commitment to a failing course of action when they view
themselves as responsible for the failure.54 They “throw good money after bad”
to demonstrate their initial decision wasn’t wrong and to avoid admitting they
made a mistake.55 In fact, people who carefully gather and consider information
consistent with the rational decision-making model are more likely to engage in
escalation of commitment than those who spend less time thinking about their
choices.56 Perhaps they have invested so much time and energy in making their
decisions that they have convinced themselves they’re taking the right course of
action and don’t update their knowledge in the face of new information. Many
an organization has suffered because a manager determined to prove his or her
original decision right continued to commit resources to a lost cause.
Randomness Error Most of us like to think we have some control over our
world and our destiny. Our tendency to believe we can predict the outcome of
random events is the randomness error.
Decision making suffers when we try to create meaning in random events,
particularly when we turn imaginary patterns into superstitions.57 These can be
completely contrived (“I never make important decisions on Friday the 13th”)
or can evolve from a reinforced past pattern of behavior (Tiger Woods often
wears a red shirt during a golf tournament’s final round because he won many
junior tournaments wearing red shirts). Superstitious behavior can be debilitating when it affects daily judgments or biases major decisions.
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.58
For many people, a 50–50 flip of a coin even for $200 might not be 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 has important implications. To offset the risks inherent in a
commission-based wage, companies pay commissioned employees 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 innovative or creative methods. Sticking with a strategy that has worked
in the past does minimize risk, but in the long run 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.59 CEOs at risk of being terminated are also exceptionally risk averse, even when a riskier investment strategy
is in their firms’ best interests.60
Because people are less likely to escalate commitment where there is a great
deal of uncertainty, the implications of risk aversion aren’t all bad.61 When a
risky investment isn’t paying off, most people would rather play it safe and cut
their losses, but if they think the outcome is a sure thing, they’ll keep escalating.
Risk preference is sometimes reversed: people prefer to take their chances when
trying to prevent a negative outcome.62 They would rather take a 50–50 gamble on
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Myth or Science?

Creative Decision Making Is a Right-Brain Activity

O

ne article of faith in creativity
research and practice is that
whereas the left brain governs analytical, rational thinking, the
right brain underlies creative thinking. However, judging from a recent
review of neuropsychology research,
this accepted wisdom is false.
Neuropsychologists study creativity
by asking people to engage in creative
thinking, which they measure in different ways. In the Remote Associates
Test, individuals indicate what word
links a series of three words (such as
Falling Actor Dust; Salt Deep Foam).
Other tests ask individuals to compose
creative stories, write captions for cartoons, or provide unique solutions to
unusual hypothetical problems. While

participants are thinking creatively, the
researchers assess their brain activity
using various techniques, including
MRI.
A recent review of 72 studies found
right brain activity was not associated
with creative thinking. The authors
conclude, “Creativity, or any alleged
stage of it, is not particularly associated with the right brain or any part
of the right brain.” Indeed, the review
showed it was difficult to isolate creative thinking in any one region of the
brain.
Another review of 45 studies
reached the same conclusion, noting
that the diverse ways in which creativity and brain activity were measured
made generalizations difficult.

These results do not discourage all
neuropsychologists. One neuroscientist, Oshin Vartanian, summed up the
literature as follows: “Initially, a lot of
people were looking for the holy grail.
They were searching for the creativity
module in the brain. Now we know it
is more complicated.”

Sources: A. Dietrich and R. Kanso, “A Review
of EEG, ERP, and Neuroimaging Studies
of Creativity and Insight,” Psychological
Bulletin 136, no. 5 (2010), pp. 822–848;
R. Ardena, R. S. Chavez, R. Grazioplene,
& R. E. Jung, “Neuroimaging Creativity:
A Psychometric View,” Behavioural Brain
Research 214, no. 2 (2010), pp. 143–156;
and A. McIlroy, “Neuroscientists Try to
Unlock the Origins of Creativity,” Globe and
Mail (January 28, 2011), downloaded May 20,
2011, from www.theglobeandmail.com/.

losing $100 than accept the certain loss of $50. Thus they will risk losing a lot of
money at trial rather than settle out of court. Trying to cover up wrongdoing instead
of admitting a mistake, despite the risk of truly catastrophic press coverage or even
jail time, is another example. Stressful situations can make these risk preferences
stronger. People will more likely engage in risk-seeking behavior for negative outcomes, and risk-averse behavior for positive outcomes, when under stress.63
Hindsight Bias The hindsight bias is the tendency to believe falsely, after
the outcome is known, that we’d have accurately predicted it.64 When we have
accurate feedback on the outcome, we seem pretty good at concluding it was
obvious.
Over the past 10 years, the home video rental industry has been collapsing
fast as online distribution outlets have eaten away at the market.65 Hollywood
Video declared bankruptcy in May 2010 and began liquidating its assets;
Blockbuster filed for bankruptcy in September 2010. Some have suggested that
if only these organizations had leveraged their brand and distribution resources

escalation of commitment An
increased commitment to a previous
decision in spite of negative
information.
randomness error The tendency of
individuals to believe that they can
predict the outcome of random events.

risk aversion The tendency to prefer

hindsight bias The tendency to

a sure gain of a moderate amount over
a riskier outcome, even if the riskier
outcome might have a higher expected
payoff.

believe falsely, after an outcome of
an event is actually known, that one
would have accurately predicted that
outcome.
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effectively and sooner to develop web-based delivery, as Netflix does, and lowcost distribution in grocery and convenience stores, which Redbox offers, they
could have been avoided failure. While that might seem obvious now, many
experts with good information failed to see these two major trends that would
upend the industry.
Of course, after the fact, it is easy to see that a combination of automated
and mail-order distribution would outperform the traditional brick-and-mortar
movie rental business. Similarly, former Merrill Lynch CEO John Thain—and
many other Wall Street executives—took blame for failing to see what now
seems obvious (that housing prices were inflated, too many risky loans were
made, and the values of many “securities” were based on fragile assumptions).
Though the criticisms may have merit, things are often all too clear in hindsight. As Malcolm Gladwell, author of Blink and The Tipping Point, writes, “What
is clear in hindsight is rarely clear before the fact.”66
The hindsight bias reduces our ability to learn from the past. It lets us think
we’re better predictors than we are and can make us falsely confident. If your
actual predictive accuracy is only 40 percent but you think it’s 90, you’re likely
to be less skeptical about your predictive skills.

When the U.S.-based global financial services firm Lehman Brothers
failed, many people blamed Richard
Fuld, the company’s chief executive,
accusing him of overconfidence,
confirmation, and anchoring biases
and a lack of knowledge about
complicated financial investment
instruments. Even as Lehman
Brothers continued to post billiondollar losses, Fuld exuded confidence that the investment bank was
sound, and he rebuffed criticism of
the bank’s failure to value its assets
accurately. Comments by former
employees and passersby blaming Fuld for the bankruptcy were
recorded on an artists’ rendering
of him placed in front of Lehman’s
offices in New York City.

Source: Louis Lanzanop/AP Images

Application: Financial Decision Making This discussion of decision making errors may have you thinking about how organizations and individuals
make financial decisions. Did decision errors influence capital markets and
even lead to crises like the financial meltdown of 2008? How are financial decisions affected by errors and biases? Experts have identified several ways this
can occur.67
One of the core problems that created the financial crisis was that large
loans were made to individuals who could not repay them, and finance companies purchased these bad debts without realizing how poor the prospects
of repayment were. Thus, overconfidence bias by both lenders and borrowers
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Gloomy Perceptions Return
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Source: Based on C. Merkle and M. Weber, “True Overconfidence—The Inability of Rational Information Processing to Account for Apparent Overconfidence”
(March 2009). Available at SSRN: http://ssrn.com/abstract⫽1373675

about the ability to pay back loans was clearly a major factor. Most studies
suggest that people are more willing to buy on credit and spend more
money when they feel confident. Although experts were no more accurate at
predicting financial outcomes than were people without knowledge or skills
in finance, they were more confident in their predictions. Unfortunately, as
confidence decreases in the face of poor economic data, businesses and consumers become more conservative in their spending. This further decreases
demand for products and services, which deepens the economic crisis in a
vicious cycle.
Overconfidence isn’t the only decision error implicated in the financial
crisis. Investors deliberately avoid negative information about investments,
an example of the confirmation bias. Lenders may have overlooked potential
problems with borrowers’ accounts when making loans, and stock traders may
have ignored information about potential problems with complex derivatives
when making purchasing decisions. Once a loan has been paid off, lenders also
selectively ignore the negative effects of debt, making them more likely to make
unwise loans in the future.
What might prevent these situations from occurring in the future? Both investors and consumers may need to more carefully consider whether their confidence level is aligned with their actual future ability to pay. It is also always
a good idea to seek information that goes against your initial inclinations, to
ensure you’re getting the whole picture. Be careful not to commit the hindsight
bias and conclude after financial crises have dissipated that it should have been
obvious problems were about to occur.

S A

L

SELF-ASSESSMENT LIBRARY

Am I A Deliberate Decision Maker?
In the Self-Assessment Library (available on CD or online), take assessment IV.A.2
(Am I a Deliberate Decision Maker?). Would it be better to be a more deliberate
decision maker? Why or why not?
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Influences on Decision Making: Individual Differences
and Organizational Constraints
We turn here to factors that influence how people make decisions and the degree to which they are susceptible to errors and biases. We discuss individual
differences and organizational constraints.

Individual Differences

7

Explain how individual
differences and organizational constraints affect
decision making.

Decision making in practice is characterized by bounded rationality, common
biases and errors, and the use of intuition. In addition, individual differences
create deviations from the rational model. In this section, we look at two such
differences: personality and gender.
Personality The little research so far conducted on personality and decision
making suggests personality does influence our decisions. Let’s look at conscientiousness and self-esteem (both discussed in Chapter 5).
Specific facets of conscientiousness—rather than the broad trait itself—
may affect escalation of commitment (above).68 Two such facets—achievement
striving and dutifulness—actually had opposite effects. Achievement-striving
people were more likely to escalate their commitment, whereas dutiful people were less likely. Why? Generally, achievement-oriented people hate to
fail, so they escalate their commitment, hoping to forestall failure. Dutiful
people, however, are more inclined to do what they see as best for the organization. Second, achievement-striving individuals appear more susceptible to
the hindsight bias, perhaps because they have a greater need to justify their
actions.69 Unfortunately, we don’t have evidence on whether dutiful people
are immune to this bias.
Finally, people with high self-esteem are strongly motivated to maintain it, so
they use the self-serving bias to preserve it. They blame others for their failures
while taking credit for successes.70
Gender Research on rumination offers insights into gender differences in decision making.71 Rumination refers to reflecting at length. In terms of decision
making, it means overthinking problems. Twenty years of study find women
spend much more time than men analyzing the past, present, and future.
They’re more likely to overanalyze problems before making a decision and to
rehash a decision once made. This can lead to more careful consideration of
problems and choices. However, it can make problems harder to solve, increase
regret over past decisions, and increase depression. Women are nearly twice as
likely as men to develop depression.72
Why women ruminate more than men is not clear. One view is that parents
encourage and reinforce the expression of sadness and anxiety more in girls
than in boys. Another theory is that women, more than men, base their selfesteem and well-being on what others think of them. A third idea is that women
are more empathetic and more affected by events in others’ lives, so they have
more to ruminate about.
By age 11, girls are ruminating more than boys. But this gender difference
seems to lessen with age. Differences are largest during young adulthood and
smallest after age 65, when both men and women ruminate the least.73

Influences on Decision Making: Individual Differences and Organizational Constraints

185

An Ethical Choice

Whose Ethical Standards to Follow?

A

s we note in the chapter, different standards identify ethical
behavior in different cultures.
Managers who work in international
contexts frequently run into complex
problems when behavior acceptable
for the home office is unacceptable in
local cultures, and vice versa.
How difficult is it to arrive at a global
policy for ethical decision making?
Consider these examples. Individuals
from countries higher in Hofstede’s dimension of power distance, like those
in Latin America, were more likely to
report that bribery was acceptable than
were individuals from lower power distance countries, like the United States
and much of Europe. An international
scandal ensued after German corporation Siemens set aside money for

bribes when working in Africa, but
company executives initially defended
the actions as consistent with business practices in those countries.
Such differences don’t mean business
ethics are “higher” or “lower” in different countries. Although U.S. executives might frown on bribery, they may
view it as ethical and necessary to
lay workers off during poor economic
times, whereas other cultures view
layoffs as a betrayal of the relationship
between workers and employers.
So how are managers to decide
which ethical standards to observe?
Is it better to act consistently with
your own culture, or adopt the ethical standards of the countries where
you operate? This question isn’t easy
to answer. Ethics experts suggest

leaders should adhere to universal values of human life and welfare as the
core of their international codes of ethics, and they note there are few cases
where values are directly in conflict
(no culture actively encourages bribery
as moral; it’s just that some societies view it as less of a problem than
others do).

Source: Based on L. J. Thompson, “The
Global Moral Compass for Business Leaders,”
Journal of Business Ethics 93, no. S1
(2010), pp. 15–32; C. Baughn, N. L. Bodie,
M. A. Buchanan, and M. B. Bixby, “Bribery
in International Business Transactions,”
Journal of Business Ethics 92, no. 1 (2010),
pp. 15–32; and T. Patel and A. Schaefer,
“Making Sense of the Diversity of Ethical
Decision Making in Business: An Illustration
of the Indian Context,” Journal of Business
Ethics 90, no. 2 (2009), pp. 171–186.

Mental Ability We know people with higher levels of mental ability are able to
process information more quickly, solve problems more accurately, and learn
faster, so you might expect them also to be less susceptible to common decision errors. However, mental ability appears to help people avoid only some of
these.74 Smart people are just as likely to fall prey to anchoring, overconfidence,
and escalation of commitment, probably because just being smart doesn’t alert
you to the possibility you’re too confident or emotionally defensive. That doesn’t
mean intelligence never matters. Once warned about decision-making errors,
more intelligent people learn more quickly to avoid them. They are also better
able to avoid logical errors like false syllogisms or incorrect interpretation of data.
Cultural Differences The rational model makes no acknowledgment of cultural
differences, nor does the bulk of OB research literature on decision making.
But Indonesians, for instance, don’t necessarily make decisions the same way
Australians do. Therefore, we need to recognize that the cultural background
of a decision maker can significantly influence the selection of problems, the
depth of analysis, the importance placed on logic and rationality, and whether
organizational decisions should be made autocratically by an individual manager or collectively in groups.75
Cultures differ in their time orientation, the importance of rationality, their
belief in the ability of people to solve problems, and their preference for collective decision making. Differences in time orientation help us understand
why managers in Egypt make decisions at a much slower and more deliberate
pace than their U.S. counterparts. While rationality is valued in North America,
that’s not true elsewhere in the world. A North American manager might make
an important decision intuitively but know it’s important to appear to proceed
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in a rational fashion because rationality is highly valued in the West. In countries such as Iran, where rationality is not as paramount as other factors, efforts
to appear rational are not necessary.
Some cultures emphasize solving problems, while others focus on accepting
situations as they are. The United States falls in the first category; Thailand and
Indonesia are examples of the second. Because problem-solving managers believe they can and should change situations to their benefit, U.S. managers might
identify a problem long before their Thai or Indonesian counterparts would
choose to recognize it as such. Decision making by Japanese managers is much
more group-oriented than in the United States. The Japanese value conformity
and cooperation. So before Japanese CEOs make an important decision, they collect a large amount of information, which they use in consensus-forming group
decisions. In short, there are probably important cultural differences in decision
making, but unfortunately not yet much research to identify them.

Organizational Constraints
Organizations can constrain decision makers, creating deviations from the rational model. For instance, managers shape their decisions to reflect the organization’s performance evaluation and reward system, to comply with its formal
regulations, and to meet organizationally imposed time constraints. Precedent
can also limit decisions.
Performance Evaluation Managers are strongly influenced by the criteria on
which they are evaluated. If a division manager believes the manufacturing
plants under his responsibility are operating best when he hears nothing negative, we shouldn’t be surprised to find his plant managers spending a good part
of their time ensuring that negative information doesn’t reach him.
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.
From the 1930s through the mid-1980s, General Motors consistently gave promotions and bonuses to managers who kept a low profile and avoided controversy. These executives became adept at dodging tough issues and passing
controversial decisions on to committees.
Formal Regulations David Gonzalez, a shift manager at a Taco Bell restaurant in San Antonio, Texas, 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. And of course, in so doing, they
limit decision choices.
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
they might like before making a final choice.
Historical Precedents Decisions aren’t made in a vacuum; they have a context.
In fact, individual decisions are points in a stream of choice. Those made in the
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Source: Newscom

Formal regulations shape employee
decisions at McDonald’s restaurants
throughout the world. McDonald’s
standardizes the behavior of
restaurant crew members such as
the employee shown here preparing the company’s specialty coffee,
McCafe Mocha. McDonald’s requires
employees to follow rules and regulations for food preparation and
service to meet the company’s high
standards of food quality and safety
and reliable and friendly service.
For example, McDonald’s requires
72 safety protocols to be conducted
every day in each restaurant as part
of a daily monitoring routine for
restaurant managers.

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.76 Choices made today are largely a result of choices made over the years.

What About Ethics in Decision Making?

8

Contrast the three ethical
decision criteria.

Ethical considerations should be an important criterion in all organizational
decision making. In this section, we present three ways to frame decisions
ethically.77

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

utilitarianism A system in which

whistle-blowers Individuals who

decisions are made to provide the
greatest good for the greatest number.

report unethical practices by their
employer to outsiders.
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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 favor this view. 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 efficiency 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 underrepresented and less powerful, but it can encourage a sense of entitlement that reduces risk taking,
innovation, and productivity.
Decision makers, particularly in for-profit organizations, feel comfortable
with utilitarianism. The “best interests” of the organization and its stockholders
can justify a lot of questionable actions, such as large layoffs. But many critics
feel this perspective needs to change.78 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, that may no longer be the single measure by
which good decisions are judged.

Improving Creativity in Decision Making

9

Define creativity and discuss
the three-component model
of creativity.

MyManagementLab
For an interactive application of this
topic, check out this chapter’s
simulation activity at
www.mymanagementlab.com.

Although the rational decision-making model will often improve decisions, a
rational decision maker also needs creativity, the ability to produce novel and
useful ideas.79 These are different from what’s been done before but appropriate
to the problem presented.
Creativity allows the decision maker to more fully appraise and understand
the problem, including seeing problems others can’t see. L’Oréal puts its
managers through creative exercises such as cooking or making music, and the
University of Chicago requires MBA students to make short movies about their
experiences.
Creative Potential Most people have useful creative potential. But to unleash
it, they have to escape the psychological ruts many of us fall into and learn how
to think about a problem in divergent ways.
Exceptional creativity is scarce. We all know of creative geniuses in science
(Albert Einstein), art (Pablo Picasso), and business (Steve Jobs). But what
about the typical individual? Intelligent people and those who score high on
openness to experience (see Chapter 5) are more likely to be creative.80 Other
traits of creative people are independence, self-confidence, risk taking, an
internal locus of control, tolerance for ambiguity, a low need for structure, and
perseverance.81 Exposure to a variety of cultures can also improve creativity.82
So taking an international assignment, or even an international vacation, could
jump-start your creative process.
A study of the lifetime creativity of 461 men and women found fewer than
1 percent were exceptionally creative.83 But 10 percent were highly creative and
about 60 percent were somewhat creative. This reinforces that most of us have
creative potential; we just need to learn to unleash it.

What About Ethics in Decision Making?
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Three-Component Model of Creativity What can individuals and
organizations do to stimulate employee creativity? The best answer lies in
the three-component model of creativity,84 which proposes that individual
creativity essentially requires expertise, creative thinking skills, and intrinsic
task motivation. Studies confirm that the higher the level of each, the higher
the creativity.
Expertise is the foundation for all creative work. 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, knowledge, proficiencies, and similar
expertise in their field of endeavor. You wouldn’t expect someone with minimal knowledge of programming to be very creative as a software engineer.
The second component is creative-thinking skills. This encompasses personality characteristics associated with creativity, the ability to use analogies, and the
talent to see the familiar in a different light.
A meta-analysis of 102 studies found positive moods increase creativity, but
it depends on what sort of positive mood was considered.85 Moods such as
happiness that encourage interaction with the world are more conducive to
creativity than passive moods such as calm. This means the common advice
to relax and clear your mind to develop creative ideas may be misplaced. It
would be better to get in an upbeat mood and then frame your work as an
opportunity to have fun and experiment. Negative moods also don’t always
have the same effects on creativity. Passive negative moods such as sadness
doesn’t seem to have much effect, but avoidance-oriented negative moods
such as fear and anxiety decrease creativity. Feeling threatened reduces your
desire to try new activities; risk aversion increases when you’re scared. Active
negative moods, such as anger, however, do appear to enhance creativity,
especially if you are taking your task seriously.
Being around creative others can make us more inspired, especially if
we’re creatively “stuck.”86 One study found that having “weak ties” to creative
people—knowing them but not well—facilitates creativity because the people
are there as a resource if we need them but not so close as to stunt our own
independent thinking.87
Analogies allow decision makers to apply an idea from one context to another.
One of the most famous examples was Alexander Graham Bell’s observation that
it might be possible to apply the way the ear operates to his “talking box.” Bell
noticed the bones in the ear are operated by a delicate, thin membrane. He wondered why a thicker and stronger membrane shouldn’t be able to move a piece
of steel. From that analogy, the telephone was conceived. Thinking in terms of
analogies is a complex intellectual skill, which helps explain why cognitive ability
is related to creativity. Demonstrating this effect, one study found children who
got high scores on cognitive ability tests at age 13 were significantly more likely to
have made creative achievements in their professional lives 25 years later.88
Some people develop creative skills because they see problems in a new
way. They’re able to make the strange familiar and the familiar strange.89 For
instance, most of us think of hens laying eggs. But how many of us have considered that a hen is only an egg’s way of making another egg?

creativity The ability to produce novel
and useful ideas.

three-component model of
creativity The proposition that
individual creativity requires expertise,
creative thinking skills, and intrinsic
task motivation.
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Creative people often love their work, to the point of seeming obsession.
The final component in the three-component model of creativity is intrinsic
task motivation. This is the desire to work on something because it’s interesting, involving, exciting, satisfying, or personally challenging. It’s what turns creativity potential into actual creative ideas. Environmental stimulants that foster
creativity include a culture that encourages the flow of ideas; fair and constructive judgment of ideas; rewards and recognition for creative work; sufficient
financial, material, and information resources; freedom to decide what work is
to be done and how to do it; a supervisor who communicates effectively, shows
confidence in others, and supports the work group; and work group members
who support and trust each other.90
International Differences There are no global ethical standards,91 as contrasts
between Asia and the West illustrate.92 Because bribery is commonplace in
countries such as China, a Canadian working in China might face a dilemma:
should I pay a bribe to secure business if it is an accepted part of that country’s
culture? A manager of a large U.S. company operating in China once caught
an employee stealing. Following company policy, she fired him and turned him
over to the local authorities. Later, she was horrified to learn the employee had
been summarily executed.93
Although ethical standards may seem ambiguous in the West, criteria defining right and wrong are actually much clearer there than in Asia, where few issues are black and white and most are gray. Global organizations must establish
ethical principles for decision makers in countries such as India and China and
modify them to reflect cultural norms if they want to uphold high standards
and consistent practices.

S A

L

SELF-ASSESSMENT LIBRARY

How Creative Am I?
In the Self-Assessment Library (available on CD or online), take assessment I.A.5 (How
Creative Am I?).

MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Summary and Implications for Managers
Perception Individuals base their behavior not on the way their external
environment actually is but rather on what they see or believe it to be.
●

●

Whether a manager successfully plans and organizes the work of
employees and actually helps them to structure their work more efficiently and effectively is far less important than how employees perceive
the manager’s efforts.
Employees judge issues such as fair pay, performance appraisals, and
working conditions in very individual ways. To influence productivity, we
need to assess how workers perceive their jobs.

Summary and Implications for Managers
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Checklists Lead to Better Decisions
POINT

W

hile life and lives sometimes turn on the basis of big
decisions, it’s often the little ones that matter more.
Our failure to follow routine, everyday protocols
makes the world a more dangerous place for ourselves, and for
others. A few examples . . .
Nearly 100,000 U.S. patients are killed every year by the failure of doctors and nurses to follow simple instructions. Really.
Hospital-acquired infections kill that many people every year,
and nearly all those deaths are entirely preventable.
Most airline crashes occur because pilots ignore the rules.
Pilot failure to follow protocols is a primary contributing factor
to the majority of incidents and accidents.
An important way of attacking these errors is to use
checklists.
Support for a checklist approach is provided by a new
book, The Checklist Manifesto. In it, the author, Harvard
Medical School surgeon Atul Gawande notes, “The volume and
complexity of what we know has exceeded our ability to deliver
its benefits correctly, safely, or reliably.” Unless, of course, we
use checklists.
Dr. Peter Pronovost, a critical care specialist at Johns
Hopkins, developed his own operating room checklist, which
included some “no brainers” such as wash your hands with
soap, put drapes over entire patient, and put sterile dressing
over incisions. Within 1 year of the checklist’s adoption at Johns
Hopkins, the post-op infection rate went from 11 percent to zero.
According to Gawande, in using checklists to improve
decisions, we should keep the following guidelines in mind:

●

●

●

●
●

Include all “stupid but critical” tasks so they’re not
overlooked.
Make it mandatory for team members to inform others when
an item on the list is completed (or not).
Empower team members to question superiors about the
checklist.
Allow for improvisation in unusual circumstances.
Thoroughly test-drive the checklist before implementing it.

Gawande notes that checklists aren’t important only for
medical decision making. Engineering, business, technology,
safety, and transportation are all industries that would benefit
from greater development and use of checklists in everyday
decision making.
As a project manager noted, “Successful checklists detail
both the sequence of necessary activities as well as the
communication checkpoints to ensure dialog among project
participants.”

COUNTERPOINT

C

hecklists work well, except when they don’t.
Checklists have a paradox that makes them of
dubious usefulness: the more complex the decision making, ostensibly the more important the checklist. But the more
complex the decision making, the less likely that a checklist
can or should be followed. Checklists can take an impractical
amount of time to follow. Driving an automobile is a routine but
complex process. Do you keep a checklist in your car for every
time you get behind the wheel?
Moreover, by their very nature, complex tasks can pose
problems that fall outside the scope of the checklist. The last
thing we need to solve unanticipated or complicated problems is rote allegiance to a checklist that is poorly suited to the
problem at hand.
Indeed, a problem with many poor decisions is that heuristics are too often followed, with little thought to whether the
assumptions behind them still hold true. If we have learned
anything from the financial crisis, it is that a model or heuristic
is only as good as its assumptions. Assume housing prices are
properly valued and likely to continue to increase, and it makes
all the sense in the world to be aggressive in making loans.
Countrywide and Fannie Mae had all sorts of rules, protocols,
and checklists they followed in making catastrophically bad
loan decisions.
As for the medical decision making, as another physician
and author, Sandeep Jauhar, noted, advocates of checklists often ignore the unintended consequences. Insurers
compensate doctors for ticking off boxes on checklists—like
prescribing antibiotics—even when there is no evidence they
are warranted. Because this protocol encourages the growth
of antibiotic-resistant bacteria, we all are endangered by this
checklist-adhering behavior.
We want to think we live in a world where decisionmaking errors can be easily solved. We can mitigate some
decisions by learning more about decision-making errors, but
one of the main learning points is that we need a healthier
respect for the degree to which we’re susceptible to errors.
Checklists provide a false sense of security and an ignorance
about when they cause more problems than they solve.

Sources: S. Jauhar, “One Thing After Another,” New York Times Book Review (January 24, 2010), p. 7; C. Arnst, “Make a List.
Check it Twice,” Bloomberg Businessweek (February 22, 2010), pp. 78–79; J. Ross, “The Checklist Manifesto and the Digital
Divide,” Forbes (July 27, 2010), downloaded on May 7, 2011, from www.forbes.com.
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●

●

Absenteeism, turnover, and job satisfaction are also reactions to an
individual’s perceptions. Dissatisfaction with working conditions and the
belief that an organization lacks promotion opportunities are judgments
based on attempts to create meaning in the job.
The employee’s conclusion that a job is good or bad is an interpretation.
Managers must spend time understanding how each individual interprets
reality and, when there is a significant difference between what someone
sees and what exists, try to eliminate the distortions.

Individual Decision Making Individuals think and reason before they act. This
is why an understanding of how people make decisions can be helpful for explaining and predicting their behavior. In some decision situations, people follow the rational decision-making model. But few important decisions are simple
or unambiguous enough for the rational model’s assumptions to apply. So we
find individuals looking for solutions that satisfice rather than optimize, injecting biases and prejudices into the decision process, and relying on intuition.
What can managers do to improve their decision making? We offer four
suggestions.
●

●

●

●

Analyze the situation. Adjust your decision-making approach to the national
culture you’re operating in and to the criteria your organization evaluates
and rewards. If you’re in a country that doesn’t value rationality, don’t feel
compelled to follow the rational decision-making model or to try to make
your decisions appear rational. Similarly, organizations differ in the importance they place on risk, the use of groups, and the like. Adjust your decision approach to ensure it’s compatible with the organization’s culture.
Second, be aware of biases. Then try to minimize their impact. Exhibit 6-4
offers some suggestions.
Third, combine rational analysis with intuition. These are not conflicting
approaches to decision making. By using both, you can actually improve
your decision-making effectiveness. As you gain managerial experience,
you should feel increasingly confident in imposing your intuitive processes on top of your rational analysis.
Finally, try to enhance your creativity. Actively look for novel solutions to
problems, attempt to see problems in new ways, and use analogies. Try to
remove work and organizational barriers that might impede your creativity.

QUESTIONS FOR REVIEW

1

6

2

7

3

8

What is perception, and what factors influence our
perception?
What is attribution theory? What are the three determinants of attribution? What are its implications for explaining
organizational behavior?
What shortcuts do people frequently use in making
judgments about others?

4

What is the link between perception and decision
making? How does one affect the other?

5

What is the rational model of decision making? How is it
different from bounded rationality and intuition?

What are some of the common decision biases or errors
that people make?
What are the influences of individual differences,
organizational constraints, and culture on decision
making?
Are unethical decisions more a function of an individual
decision maker or the decision maker’s work environment?
Explain.

9

What is creativity, and what is the three-component
model of creativity?

Ethical Dilemma

EXPERIENTIAL EXERCISE
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Biases in Decision Making

Step 1
Answer each of the following problems.
1. Fortune magazine ranked the following 10 corporations among the 500 largest U.S.–based firms according to sales volume for 2008:
Group A: Apple Computer, Hershey Foods, Kellogg,
McDonald’s, U.S. Airways
Group B: Altria Group, AmerisourceBergen, Cardinal
Health, McKesson, Valero Energy
Which group would you say had the larger total
sales volume—A or B? By what percentage—10 percent, 50 percent, 100 percent?
2. The best student in your introductory MBA class
this past semester writes poetry and is rather shy
and small in stature. What was the student’s
undergraduate major—Chinese studies or
psychology?
3. Which of the following causes more deaths in the
United States each year?
a. Stomach cancer
b. Motor vehicle accidents

4. Which would you choose?
a. A sure gain of $240
b. A 25 percent chance of winning $1,000 and
a 75 percent chance of winning nothing
5. Which would you choose?
a. A sure loss of $750
b. A 75 percent chance of losing $1,000 and a
25 percent chance of losing nothing
6. Which would you choose?
a. A sure loss of $3,000
b. An 80 percent chance of losing $4,000 and a
20 percent chance of losing nothing
Step 2
Break into groups of three to five students. Compare your
answers. Explain why you chose the answers you did.
Step 3
Your instructor will give you the correct answers to each
problem. Now discuss the accuracy of your decisions, the
biases evident in the decisions you reached, and how you
might improve your decision making to make it more
accurate.

Source: These problems are based on examples provided in M. H. Bazerman, Judgment in Managerial
Decision Making, 3rd ed. (New York: Wiley, 1994).

ETHICAL DILEMMA

Do Unethical Decisions Come from Bad Character?

Why would former New York Attorney General and then
Governor Eliot Spitzer decide to use a prostitution service? Why would highly respected attorney Marc Dreier,
with degrees from Harvard and Yale and a successful
Park Avenue law firm, decide to impersonate people in
order to swindle others? From Tiger Woods to Bernie
Madoff, it’s not hard to find examples of unethical behavior. But what causes people to make unfortunate
choices?
Behavioral genetics research has taught us that virtually every human characteristic has genetic origins and
that genetic differences are a central reason people differ
in their behavior. Thus, some personality traits probably
predispose people toward unethical behavior. One study
of white-collar criminals, for example, showed they were
significantly lower on a conscientiousness scale than the
general population.
On the other hand, recent research shows that all of
us perform unethical behavior to some degree while
subconsciously fooling ourselves about it. We may bend a

rule to help a colleague, overlook information that might
damage a case we want to make, or lie to avoid a negative
consequence—blithely unaware that others might view
this behavior as unethical.
Why do we do this? Evidence suggests that when we fail
to notice a decision has an ethical component, it enables
us to behave in a self-interested manner without having
to feel badly about it. No wonder, then, that people tend
to believe they are more ethical than they are.
Many think that transparency and accountability increase ethical behavior. Behavioral ethics research, however, shows us that often these actions increase unethical
behavior, because they cause individuals to think disclosure absolves them of ethical responsibilities to be objective, or to deny to an even greater degree the ethical
components of their decisions.
The first step toward behaving more ethically is, ironically, admitting to ourselves that we adhere to ethical standards less well than we admit.
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Questions
1. Do you think people see themselves as more ethical
than they really are? And you?
2. The authors of one study noted that “disclosures can
exacerbate [unethical behavior] by causing people

to feel absolved of their duty to be objective.” Do you
agree? Why or why not?
3. Do you think if we admitted it to ourselves times
when we behaved unethically we would be less likely
to behave unethically in the future?

Sources: M. H. Bazerman and A. E. Tenbrunsel, Blind Spots: Why We Fail to Do What’s Right and What to
Do about It (Princeton, NJ: Princeton University Press, 2011); M. H. Bazerman and A. E. Tenbrunsel,
“Stumbling into Bad Behavior,” The New York Times (April 21, 2011), p. A23); and S. Jayson, “What
Propels Us to Do Bad Things?” USA Today (May 3, 2011), p. 6D.

CASE INCIDENT 1

Computerized Decision Making

As you saw in the opening vignette, computerized decision
making has really taken off in recent years. Some have
blamed the financial crisis that began in 2007–2008 on excessive reliance on these computerized decision-making
models. Lending officers who used to make individualized
decisions about credit worthiness through personal judgment were replaced by computerized and statistical models, which resulted in mechanistic decision making. As a
result, large numbers of decisions were tied to a common
set of assumptions, and when those assumptions proved
to be wrong, the entire credit system fell apart and the
economy faltered.
Besides the use of computerized decision models,
the use of computerized systems like Twitter for information sharing and the burgeoning number of
computer “apps” may be leading to information overload, so facts and figures replace analysis and thought
in making human decisions. Eric Kessler from Pace
University’s Lubin School of Business notes, “What
starts driving decisions is the urgent rather than the important.” Researchers have begun to find that people
using too much information actually make worse decisions than people with less information, or they get so
swamped in information that they are unable to reach
a decision at all.
Computer decision models do present certain advantages. Computers are capable of amassing and compiling
enormous amounts of data and using them to spot trends
and patterns a human observer would simply never see.
Computers also are not prone to emotional decision making or falling into the heuristics and biases we discussed
in this chapter. Finally, computerized decision making systems are generally faster than human beings.

However, computer decision-making systems have certain faults that might severely constrain their usefulness.
Although computers can grind through masses of data,
they are not capable of intuition or creative thought. As
scholar Amar Bhidé notes, “An innovator cannot simply rely on historical patterns in placing bets on future
opportunities.” People are much more likely to spot opportunities that lie just beyond what the data can tell us
directly. Also, groups of people working in collaboration can discuss and question assumptions and conclusions. Computers cannot actively consider whether their
programming makes sense or adapt automatically when
values change.
Questions
1. What are the specific advantages of using computerized decision making? How can computers be better
decision makers than humans?
2. What are the weaknesses of using computers as
decision tools? Are computers likely to have any
specific problems in making decisions that people
wouldn’t have?
3. Do you think computer decision making systems can
effectively take ethical issues into account? What is
the role of human decision makers in creating ethical
choices?
4. Are there advantages to completely disconnecting
from the wired world when possible? What can you
do to try to retain your ability to focus and process
information deeply?

Sources: Based on S. Begley, “I Can’t Think!” Newsweek (March 7, 2011), www.newsweek.com; A. Bhidé,
“The Judgment Deficit” Harvard Business Review (September 2010), pp. 44–53; and T. H. Davenport and
J. H. Snabe, “How Fast and Flexible Do You Want Your Information, Really?” Sloan Management Review
52 (Spring 2011), pp. 57–62.

Endnotes

CASE INCIDENT 2

Predictions That Didn’t Quite Pan Out

Consider the following examples of predictions:
●

●

●

●

●

●

●

●
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Prediction: “More people are going to be put to work
this summer.”—Vice President Joe Biden (June 17, 2010)
Status: By August, job growth in the private sector
fell by two-thirds and unemployment increased to
9.8 percent in November.
Prediction: “The market is telling you that something
is not quite right. . . . The Chinese economy is going to
slow down regardless.”—Investment analyst Marc Faber
(May 3, 2010)
Status: The Chinese economy grew by 9.5 percent over
the rest of the year.
Prediction: A quick, prepackaged bankruptcy for
General Motors might stall, leading to “a long period
of bankruptcy which I believe would result in liquidation of the company.”—CEO Rick Wagoner (March 17,
2009)
Status: GM’s bankruptcy court lasted a mere 40 days,
and by September the company held $43 billion in cash.
Prediction: “My long-term opinion is that the bear market has several years left to run, and stock prices will go
a lot lower. . . . So any rally that happens is going to be a
bear market rally.”—Robert Prechter, CEO at research
company Elliot Wave International (February 27, 2009)
Status: The S&P 500 was up 64 percent from its lowest
point by the middle of December, and stocks have continued to perform well since.

●

●

●

●

Prediction: “I think this is a case where Freddie Mac
(FRE) and Fannie Mae (FNM) are fundamentally
sound. They’re not in danger of going under. . . . I think
they are in good shape going forward.”—Representative
Barney Frank (July 14, 2008)
Status: Just 2 months later, the mortgage companies
were in conservatorship, and the government had
pledged to invest $100 billion in each.
Prediction: “I think Bob Steel’s the one guy I trust to
turn this bank around, which is why I’ve told you on
weakness to buy Wachovia.”—CNBC commentator Jim
Cramer (March 11, 2008)
Status: Investors fled Wachovia within the next 2 weeks,
and the company nearly failed, with shares losing half
their value from September 15 to December 29.

Questions
1. Despite the difficulty of making predictions, many
people confidently make assertions about what will
happen in the future. Why do you think this is?
2. What perceptual or decision-making errors can you
identify in these predictions?
3. Can you think of some predictions you’ve made that
haven’t turned out the way you expected?
4. Why do you think it’s so hard to make accurate
predictions?

Sources: Based on J. E. Keating, “The 10 Worst Predictions for 2010,” Foreign Policy (December 17, 2010),
www.foreignpolicy.com; P. Coy, “Worst Predictions about 2009,” Bloomberg Businessweek (December 15,
2009), www.businessweek.com; and P. Coy, “Worst Predictions about 2008,” BusinessWeek (January 12,
2009), pp. 15–16.
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hile the economy shows signs of improving, the sluggish nature
of the recovery has left behind more long-term unemployed than
anyone has seen since the Great Depression.
Typically, unemployment insurance lasts 6 months. As the great recession
continued, Congress extended these benefits—up to 99 weeks for those in
27 states hit hardest by the recession.
The 99ers are those who have been unemployed more than 99 weeks.
They number about 2 million, and millions more are underemployed or have
withdrawn from the labor market altogether. Among the hardest hit are
older workers who struggle to convince employers to hire them.
St. Louis resident Peter Gordon, 53, has been unemployed more than a
year. Once he becomes a 99er, his unemployment check will run out. “I will
be OK for another 20 weeks,” Gordon said. “But I’m going crazy.” Akron’s
Susan Harrell has been jobless more than 2 years and has exhausted her
unemployment benefits. Laid off from her $60,000/year telecommunications
job, she finds employers unwilling to hire her because she is unemployed, 58,
or both. “They look at me and say, ‘How long are you really going to work?’ ”
Should the government help those in need by extending unemployment
benefits further? The question is complicated and divides Republicans and
Democrats. But put aside ideology for a moment, and consider the motivational dynamics at play. Many have lost their jobs through no fault of their
own. Not only are unemployment benefits compassionate, they provide an
opportunity for people to retrain for a new occupation. Benefits thus motivate them to move into more viable occupations.
On the other hand, many economists argue that extending benefits
provides disincentives for finding employment. One concludes,
“Unemployment insurance is not free: It results in less employment and less
output, not more.” Paying people not to work gives them incentives not to
work, this argument goes.
Our nation will probably never agree on the motivational effects of
unemployment insurance. However, with or without insurance, there is
troubling evidence that some individuals like Peter Gordon and Susan Harrell
will remain out of work for a very long time. “This is horrible,” says Harrell. “It’s
embarrassing and humiliating.”
Sources: W. M. Welch, “Long-Term Unemployed See Benefits Rolled Back,” USA Today (May 17,
2011), p. A1; D. Hunsinger, Long-Term Unemployed Face Stigmas in Job Search,” USA Today
(January 23, 2011), downloaded May 2, 2011, from www.usatoday.com/money/; M. Thornton,
“99ers and the Long-term Unemployed Are the Elephants in the Economic Recovery Room,”
Huffington Post (May 15, 2011), downloaded May 25, 2011, from www.huffingtonpost.com/;
C. B. Mulligan, “Do Jobless Benefits Discourage People From Finding Jobs?” New York Times
(March 17, 2010), downloaded May 2, 2011, from http://economix.blogs.nytimes.com/.
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Luke: “I don’t believe it.”
Yoda: “That is why you fail.”

Photo: Anne Strauss speaks at a protest and rally by ‘99ers. Source: b09/ZUMA Press/Newscom

—The Empire Strikes Back
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CHAPTER 7

Motivation Concepts

D

ebates about motivation can occupy a central role in important public
policy debates, and as we will see, they also rank among the most
important questions managers need to answer.
However, motivation is not simply about working hard—it also reflects your
view of your own abilities. Try a self-assessment of your confidence in your
ability to succeed.
Motivation is one of the most frequently researched topics in OB.1 A recent
Gallup poll revealed one reason—a majority of U.S. employees (54 percent) are
not actively engaged in their work, and another portion (17 percent) are actively disengaged.2 In another study, workers reported wasting roughly 2 hours
per day, not counting lunch and scheduled breaks (usually Internet surfing and
talking with co-workers).3 Clearly, motivation is an issue. The good news is that
all this research provides useful insights into how to improve it.
In this chapter, we’ll review the basics of motivation, assess motivation
theories, and provide an integrative model that fits the best of these theories
together.

S A

L

SELF-ASSESSMENT LIBRARY

How Confident Am I in My Abilities to Succeed?
In the Self-Assessment Library (available on CD or online), take assessment
IV.A.3 (How Confident Am I in My Abilities to Succeed?) and answer the following
questions.
1. How did you score relative to other class members? Does that surprise you?
2. Do you think self-confidence is critical to success? Can a person be too
confident?

Defining Motivation

1

Describe the three key
elements of motivation.

Some individuals seem driven to succeed. But the same student who struggles
to read a textbook for more than 20 minutes may devour a Harry Potter book in a
day. The difference is the situation. So 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 in order to reflect our singular interest in
work-related behavior.
The three key elements in our definition are intensity, direction, and
persistence. 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 favorable job-performance outcomes unless the effort
is channeled 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
person can maintain effort. Motivated individuals stay with a task long enough
to achieve their goal.
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Early Theories of Motivation

2

Identify early theories of
motivation and evaluate
their applicability today.

Four theories of employee motivation formulated during the 1950s, although
now of questionable validity, are probably still the best known. We discuss more
valid explanations later, but these four represent a foundation on which they
have grown, and practicing managers still use them and 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:
Physiological. Includes hunger, thirst, shelter, sex, and other bodily needs.
Safety. Security and protection from physical and emotional harm.
Social. Affection, belongingness, acceptance, and friendship.
Esteem. Internal factors such as self-respect, autonomy, and achievement,
and external 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.
1.
2.
3.
4.

Although no need is ever fully gratified, a substantially satisfied need no longer motivates. Thus as each becomes substantially satisfied, the next one becomes
dominant. So if you want to motivate someone, according to Maslow, you need to
understand what level of the hierarchy that person is currently on and focus on
satisfying needs at or above that level, moving up the steps in Exhibit 7-1.
Maslow separated the five needs into higher and lower orders. Physiological
and safety needs, where the theory says people start, were lower-order needs,

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.

motivation The processes that

hierarchy of needs Abraham Maslow’s

lower-order needs Needs that

account for an individual’s intensity,
direction, and persistence of effort
toward attaining a goal.

hierarchy of five needs—physiological,
safety, social, esteem, and selfactualization—in which, as each need
is substantially satisfied, the next need
becomes dominant.

are satisfied externally, such as
physiological and safety needs.
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Myth or Science?

“The Support of Others Improves Our Chances
of Accomplishing Our Goals”

S

urprisingly, this statement appears
to be false.
There is some research on how
team goals facilitate team performance.
However, until recently, we knew very
little about whether others help or hinder
our individual chances of meeting a goal.
Generally, whether it’s reaching a
weight loss goal, successfully completing an undergraduate course, or
completing a work task, help and
support from others actually appears
to hinder our chances and make us
feel worse rather than better.
Why? First, research has found that
help is often, well, unhelpful. Advice

and direction from others is seldom
well suited for accomplishing our
goal. If you’re trying to meet a work
deadline using your approach, it’s not
often useful for a co-worker to advise
you to use his or her method instead.
Second, such advice and assistance
generally makes us feel less confident
and positive about achieving the goal.
The more help is offered, the more
negative feelings and stress we have
about the goal.
The upshot? Generally, you’ll do a
better job of meeting your individual
work goals if you “just do it” by yourself. Of course, sometimes you do

need the help of others. But keep that
help focused on specific questions
and not on advice for attaining the
general goal.
Sources: H. B. Kappes and P. E. Shrout,
“When Goal Sharing Produces Support
That Is Not Caring,” Personality and Social
Psychology Bulletin 37, no. 5 (2011),
pp. 662–673; P. E. Shrout, N. Bolger,
M. Iida, C. Burke, M. E. Gleason, and
S. P. Lane, “The Effects of Daily Support
Transactions During Acute Stress:
Results from a Diary Study of Bar Exam
Preparation,” in K. Sullivan and J. Davila
(Eds.), Support Processes in Intimate
Relationships (New York: Oxford University
Press, 2010), pp. 175–199.

and social, esteem, and self-actualization were higher-order needs. Higher-order
needs are satisfied internally (within the person), whereas lower-order needs are
predominantly satisfied externally (by things such as pay, union contracts, and
tenure).
The hierarchy, if it applies at all, aligns with U.S. culture. In Japan, Greece,
and Mexico, where uncertainty-avoidance characteristics are strong, security
needs would be on top of the hierarchy. Countries that score high on nurturing
characteristics—Denmark, Sweden, Norway, the Netherlands, and Finland—
would have social needs on top.6 Group work will motivate employees more
when the country’s culture scores high on the nurturing criterion.
Maslow’s theory has received wide recognition, particularly among practicing managers. It is intuitively logical and easy to understand. When introduced,
it provided a compelling alternative to behaviorist theories that posited only
physiological and safety needs as important. 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.7 There is little evidence
that need structures are organized as Maslow proposed, that unsatisfied needs
motivate, or that a satisfied need activates movement to a new need level.8 But
old theories, especially intuitively logical ones, apparently die hard.
Some researchers have attempted to revive components of the need hierarchy concept, using principles from evolutionary psychology.9 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 these revisions to Maslow’s hierarchy will be useful to practicing managers.
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Theory X and Theory Y
Douglas McGregor proposed two distinct views of human beings: one basically
negative, labeled Theory X, and the other basically positive, labeled Theory Y.10
After studying managers’ dealings with employees, McGregor concluded that
their views of the nature of human beings are based on certain assumptions
that mold their behavior.
Under Theory X, managers believe employees inherently dislike work and must
therefore be directed or even coerced into performing it. Under Theory Y, in contrast, managers assume employees can view work as being as natural as rest or play,
and therefore the average person can learn to accept, and even seek, responsibility.
To understand more fully, think in terms of Maslow’s hierarchy. Theory Y
assumes higher-order needs dominate individuals. McGregor himself believed
Theory Y assumptions were more valid than Theory X. Therefore, he proposed
such ideas as participative decision making, responsible and challenging jobs,
and good group relations to maximize an employee’s job motivation.
Unfortunately, no evidence confirms that either set of assumptions is valid
or that acting on Theory Y assumptions will lead to more motivated workers.
OB theories need empirical support before we can accept them. Theory X and
Theory Y lack such support as much as the hierarchy of needs.

Two-Factor Theory
Believing an individual’s relationship to work is basic, and that attitude toward
work can determine success or failure, psychologist Frederick Herzberg wondered, “What do people 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 Hertzberg to his two-factor
theory—also called motivation-hygiene theory.11
As shown in Exhibit 7-2, intrinsic factors such as advancement, recognition,
responsibility, and achievement seem related to job satisfaction. Respondents
who felt good about their work tended to attribute these factors to themselves, while dissatisfied respondents tended to cite extrinsic factors, such as
supervision, pay, company policies, and working conditions.
To Hertzberg, 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. As illustrated in
Exhibit 7-3, 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 motivation. 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

self-actualization The drive to
become what a person is capable of
becoming.
higher-order needs Needs that are
satisfied internally, such as social,
esteem, and self-actualization needs.

Theory X The assumption that

two-factor theory A theory that relates

employees dislike work, are lazy,
dislike responsibility, and must be
coerced to perform.

intrinsic factors to job satisfaction
and associates extrinsic factors with
dissatisfaction. Also called motivationhygiene theory.
hygiene factors Factors—such as
company policy and administration,
supervision, and salary—that, when
adequate in a job, placate workers.
When these factors are adequate,
people will not be dissatisfied.

Theory Y The assumption that
employees like work, are creative, seek
responsibility, and can exercise selfdirection.
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Exhibit 7-2

Comparison of Satisfiers and Dissatisfiers

Factors characterizing 1,844
events on the job that lead to
extreme dissatisfaction

Factors characterizing 1,753
events on the job that lead to
extreme satisfaction

15%
10%
5%
Growth

Advancement

Responsibility

Work Itself

0%

Relationship with peers

20%

Salary

25%

Work conditions

30%

Relationship with
supervisor

35%

Supervision

40%

Policy and administration

40%
35%
30%
25%
20%
15%
10%
5%
0%

45%

Recognition
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Source: Based on Harvard Business Review. “Comparison of Satisfiers and Dissatisfiers.” An exhibit from One More Time: How Do You
Motivate Employees? by Frederick Herzberg, January 2003. Copyright © 2003 by the Harvard Business School Publishing Corporation.
All rights reserved.

Exhibit 7-3

Contrasting View of Satisfaction and Dissatisfaction
Traditional view

Satisfaction

Dissatisfaction
Herzberg’s view
Motivators

Satisfaction

No satisfaction
Hygiene factors

No dissatisfaction

Dissatisfaction

adequate, people will not be dissatisfied; neither will they be satisfied. If we
want to motivate people on 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.
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The two-factor theory has not been well supported in the literature, and it
has many detractors.12 Criticisms include the following:
1. Herzberg’s methodology is limited because it relies on self-reports. When
things are going well, people tend to take credit. Contrarily, they blame
failure on the extrinsic environment.
2. The reliability of Herzberg’s methodology is questionable. Raters have to
make interpretations, so they may contaminate the findings by interpreting
one response in one manner while treating a similar response differently.
3. No overall measure of satisfaction was utilized. A person may dislike part of
a job yet still think the job is acceptable overall.
4. Herzberg assumed a relationship between satisfaction and productivity,
but he looked only at satisfaction. To make his research relevant, we must
assume a strong relationship between satisfaction and productivity.
Regardless of the criticisms, Herzberg’s theory has been widely read, and few
managers are unfamiliar with its recommendations.

McClelland’s Theory of Needs
Source: Seth Wenig/AP Images

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.13 It looks at three needs:
●

As a high achiever, Patricia Woertz
is motivated by work that demands
a high degree of personal responsibility. Today, she is the CEO, president, and chair of Archer Daniels
Midland, an agricultural food
processing business. She started her
career as a certified public accountant but was attracted to the complexity and opportunity of global
energy. For the next 30 years she
worked for Gulf Oil and Chevron in
refining, marketing, strategic planning, and finance positions. Since
joining ADM, Woertz continues to
shift company resources toward fuel
production in a drive to accelerate
ADM’s global leadership in bioenergy and has led the company to
record financial results.

McClelland’s theory of needs A theory
that states achievement, power, and
affiliation are three important needs
that help explain motivation.
need for achievement (nAch) The drive
to excel, to achieve in relationship
to a set of standards, and to strive to
succeed.

●

●

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 0.5—that is, a 50–50 chance. They dislike gambling with high
odds because they get 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 and feedback and an intermediate degree of risk, high achievers are strongly motivated. They are successful in

need for power (nPow) The need

need for affiliation (nAff) The desire

to make others behave in a way in
which they would not have behaved
otherwise.

for friendly and close interpersonal
relationships.
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entrepreneurial activities such as running their own businesses, for example,
and managing self-contained units within large organizations.14 Second, a high
need to achieve does not necessarily make someone a good manager, 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. HighnAch 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.15 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.16 In fact, a high power motive may be a
requirement for managerial effectiveness.17
The view that a high achievement need acts as an internal motivator presupposes two U.S. cultural characteristics—willingness to accept a moderate degree
of risk (which excludes countries with strong uncertainty-avoidance characteristics) and concern with performance (which applies to countries with strong
achievement characteristics). This combination is found in Anglo-American
countries such as the United States, Canada, and Great Britain18 and much less
in Chile and Portugal.
Among the early theories of motivation, McClelland’s has had 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 expert presents pictures to individuals, asks
them to tell a story about each, and then scores their responses in terms of the
three needs. However, the process is time consuming and expensive, and few
organizations have been willing to invest in measuring McClelland’s concept.

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

Self-Determination Theory

3

Apply the predictions of
self-determination theory
to intrinsic and extrinsic
rewards.

“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, 3 months ago, they hired me full-time at $11 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.19 Much research on self-determination theory in OB
has focused on cognitive evaluation theory, which 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 also proposes that in addition to being driven
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An Ethical Choice

Motivated to Behave Unethically

T

he popular press often reports
about ethical lapses in business
by focusing on employees and
managers who are “loose cannons,”
deviating from organizational rules and
norms to produce bad consequences
for society and business. However,
sometimes unethical behavior is not
just ignored by organizational leaders
but actively encouraged by the company’s motivational structures. In fact,
one survey found that 56 percent of
U.S. workers experience pressure from
their superiors to behave in an unethical manner. Craig E. Johnson sums up
the problem, noting, “Examine nearly
any corporate scandal—AIG Insurance,
Arthur Andersen, Enron, Health South,
Sotheby’s Auction House, Fannie
Mae, Hollinger International, Marsh &
McLennan, Quest—and you’ll find
leaders who engaged in immoral

behavior and encouraged their followers to do the same.”
How do managers create pressure
to behave unethically? Management
scholar Ben Tepper notes that structures in place in organizations often encourage unethical behavior. Incentives
might go to individuals who maximize sales without regard to whether
they achieved these ends honestly.
Lawyers often are paid in such a way
that tacitly encourages them to overbill their clients. Or perhaps rewards
might be offered for producing products at low cost without considering
the social and environmental impacts
of production decisions. In all these
cases, the reward systems in place
in organizations can serve to motivate
unethical behavior.
So what can you do as a manager or employee to confront these

powerful motivations to behave unethically? First and foremost, decision
makers should consider the unintended
consequences of reward systems.
Second, top management should foster an organizational culture of honesty
and fair dealing and disseminate it
through all levels of the organizational
hierarchy. Finally, organizations might
even consider finding ways to explicitly
reward those employees who engage
in “above and beyond” instances of
ethical behavior.

Sources: B. J. Tepper, “When Managers
Pressure Employees to Behave Badly:
Toward a Comprehensive Response,”
Business Horizons 53, no. 6 (2010),
pp. 591–598; C. E. Johnson, Meeting the
Ethical Challenges of Leadership: Casting
Light or Shadow, 3rd ed. (San Francisco:
Sage, 2009).

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.20 As we’ll show, its major implications relate to work rewards.
When organizations use extrinsic rewards as payoffs for superior
performance, employees 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 also shift an individual’s perception of why
she works on a task from an external to an internal explanation. If you’re reading a novel a week because your English literature instructor requires you to,
you can attribute your reading behavior to an external source. However, if you
find yourself continuing to read a novel a week after the course is over, your
natural inclination is to say, “I must enjoy reading novels because I’m still
reading one a week.”
Studies examining how extrinsic rewards increased motivation for some
creative tasks suggest we might need to place cognitive evaluation theory’s
predictions in a broader context.21 Goal-setting is more effective in improving

self-determination theory A theory of

cognitive evaluation theory A version

motivation that is concerned with the
beneficial effects of intrinsic motivation
and the harmful effects of extrinsic
motivation.

of self-determination theory which
holds that allocating extrinsic rewards
for behavior that had been previously
intrinsically rewarding tends to
decrease the overall level of motivation
if the rewards are seen as controlling.
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glOBalization!

Autonomy Needs Around the Globe

M

uch of the research we have
presented on needs for autonomy and self-determination
has been conducted in the United
States and Canada, two countries that
place a high value on personal independence and freedom of choice. But
some researchers question whether
a need for autonomy is universal
or whether some cultures foster a
greater need for relatedness.
Some research does suggest
universal needs for autonomy, while
other studies find that different cultures

see autonomy differently. In a survey
of 40 nations, collectivistic countries
valued social order, obedience, and
respect for tradition more, and within
cultures, individuals who value autonomy tend to put less value on social
connectedness and vice versa.
In a study with Chinese Canadian
and European Canadian participants,
those from Chinese culture expressed
lower levels of autonomy, but autonomy was related to well-being for both
Chinese and European respondents.
Although different cultures view their

autonomy differently, it appears people across cultures are higher in wellbeing when they perceive they have
freedom of choice.
Sources: C. Vauclair, K. Hanke, R. Fischer,
and J. Fontaine, “The Structure of Human
Values at the Culture Level: A Meta-Analytical
Replication of Schwartz’s Value Orientations
Using the Rokeach Value Survey,” Journal of
Cross-Cultural Psychology 42, no. 2 (2011),
pp. 186–205; and D. Rudy, K. M. Sheldon,
T. Awong, and H. H. Tan, “Autonomy,
Culture, and Well-Being: The Benefits of
Inclusive Autonomy,” Journal of Research in
Personality 41, no. 5 (2007), pp. 983–1007.

motivation, for instance, when we provide rewards for achieving the goals.
The original authors of self-determination theory acknowledge that extrinsic
rewards such as verbal praise and feedback about competence can improve
even intrinsic motivation under specific circumstances. Deadlines and specific
work standards do, too, if people believe they are in control of their behavior.22
This is consistent with the central theme of self-determination theory: rewards
and deadlines diminish motivation if people see them as coercive.
What does self-determination theory suggest for providing rewards? If a
senior sales representative really enjoys selling and making the deal, a commission indicates she’s been doing a good job and increases her sense of competence by providing feedback that could improve intrinsic motivation. On the
other hand, if a computer programmer values writing code because she likes
to solve problems, a reward for working to an externally imposed standard she
does not accept, such as writing a certain number of lines of code every day,
could feel coercive, and her intrinsic motivation would suffer. She would be less
interested in the task and might reduce her effort.
A recent outgrowth of self-determination theory is self-concordance ,
which considers how strongly peoples’ reasons for pursuing goals are consistent with their interests and core values. If individuals pursue goals because of
an intrinsic interest, they are more likely to attain their goals and are happy
even if they do not. Why? Because the process of striving toward them is fun.
In contrast, people who pursue goals for extrinsic reasons (money, status, or
other benefits) are less likely to attain their goals and less happy even when
they do. Why? Because the goals are less meaningful to them.23 OB research
suggests that people who pursue work goals for intrinsic reasons are more
satisfied with their jobs, feel they fit into their organizations better, and may
perform better.24
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. They need to make the work
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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.25

Job Engagement
When nurse Melissa Jones comes to work, it seems that everything else in her
life goes away, and she becomes completely absorbed in what she is doing. Her
emotions, her thoughts, and her behavior are all directed toward patient care.
In fact, she can get so caught up in her work that she isn’t even aware of how
long she’s been there. As a result of this total commitment, she is more effective
in providing patient care and feels uplifted by her time at work.
Melissa has a high level of job engagement, the investment of an employee’s
physical, cognitive, and emotional energies into job performance.26 Practicing
managers and scholars alike have lately become interested in facilitating job
engagement, believing something deeper than liking a job or finding it interesting drives performance. Many 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.27 There are far more engaged employees in highly successful than in average organizations, and groups with more
engaged employees have higher levels of productivity, fewer safety incidents,
and lower turnover. Academic studies have also found positive outcomes. One
examined multiple business units for their level of engagement and found a

OB Poll

More Employees Are Disengaged Than Engaged
by Their Jobs

Degree to which employee is engaged by his/her job
40
35
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25
20
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Actively disengaged

Disengaged

Engaged

Actively engaged

Source: A. Fox, “Raising Engagement,” HR Magazine (May 2010), pp. 35–40; “Gallup’s Customer Engagement Index”
(March 11, 2010), www.smartKPIs.com.

self-concordance The degree to

job engagement The investment of

which peoples’ reasons for pursuing
goals are consistent with their interests
and core values.

an employee’s physical, cognitive,
and emotional energies into job
performance.
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positive relationship with a variety of practical outcomes.28 Another reviewed
91 distinct investigations and found higher levels of engagement associated
with task performance and citizenship behavior.29
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 partially determined by job characteristics and access to sufficient resources
to work effectively.30 Another factor is a match between the individual’s values
and those of the organization.31 Leadership behaviors that inspire workers to
a greater sense of mission also increase employee engagement.32
One of the critiques of engagement is that the construct is partially
redundant with job attitudes like satisfaction or stress.33 However, engagement
questionnaires usually assess motivation and absorption in a task, quite unlike
job satisfaction questionnaires. Engagement may also predict important work
outcomes better than traditional job attitudes.34 Other critics note there may
be a “dark side” to engagement, as evidenced by positive relationships between
engagement and work–family conflict.35 Individuals might grow so engaged in
their work roles that family responsibilities become an unwelcome intrusion.
Further research exploring how engagement relates to these negative outcomes
may help clarify whether some highly engaged employees might be getting “too
much of a good thing.”

Goal-Setting Theory

4

Understand the implications
of employee engagement
for management.

Gene Broadwater, 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 in fact 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.36 That is, goals tell an employee
what needs to be done and how much effort is needed.37 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 nonfeedback.38
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.
All things being equal, he will outperform a counterpart with no goals or the
generalized goal “do your best.”
If factors such as acceptance of the 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.
But why are people motivated by difficult goals?39 First, challenging goals get
our attention and thus tend to help us focus. Second, difficult goals energize
us because we have to work harder to attain them. Do you 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
discover strategies that help us perform the job or task more effectively. If we
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Chung Mong-koo, chairman of
Hyundai Motor Company, is well
known for articulating difficult
and specific goals as a potent
motivating force. For example,
although Hyundai was a latecomer
in the development of a hybrid
vehicle, the South Korean automaker launched its first U.S.
hybrid in 2010, with annual sales
set at 50,000 units. By 2018, the
company expects hybrid sales to
balloon to 500,000 units worldwide.
Challenging employees to reach
high goals has helped Hyundai
experience tremendous growth in
recent years.

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—that is, feedback guides behavior. But all
feedback is not equally potent. Self-generated feedback—with which employees are able to monitor their own progress—is more powerful than externally
generated feedback.40
If employees can participate in the setting of their own goals, will they
try harder? The evidence is mixed.41 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.42
Commitment is important. Without participation, the individual assigning the
goal needs to clearly explain its purpose and importance.43
In addition to feedback, three other factors influence the goals–performance
relationship: 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 or she
can achieve the goal and (2) wants to achieve it.44 Goal commitment is most
likely to occur when goals are made public, when the individual has an internal
locus of control (see Chapter 4), and when the goals are self-set rather than
assigned.45 Goals themselves seem to affect performance more strongly when
tasks are simple rather than complex, well learned rather than novel, and independent rather than interdependent.46 On interdependent tasks, group goals
are preferable.
Finally, 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 individual achievement and performance
are most highly valued. To date, research has not shown that group-based

goal-setting theory A theory that says
that specific and difficult goals, with
feedback, lead to higher performance.
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goals are more effective in collectivists than in individualist cultures. In
collectivistic and high-power-distance cultures, achievable moderate goals
can be more highly motivating than difficult ones.47 Finally, assigned goals
appear to generate greater goal commitment in high than in low powerdistance cultures.48 More research is needed to assess how goal constructs
might differ across cultures.
Although goal-setting has positive outcomes, some goals may be too effective. 49 When learning something is important, goals related to performance undermine adaptation and creativity because people become too
focused on outcomes and ignore changing conditions. In this case, a goal
to learn and generate alternative solutions will be more effective than a
goal to perform. Some authors argue that goals can lead employees to focus
on a single standard and exclude all others. Consider the narrow focus on
boosting short-term stock prices in many businesses—it may have led organizations to ignore long-term success and even to engage in such unethical
behavior as accounting fraud or excessively risky investments. (Of course,
organizations can establish goals for ethical performance.) Other studies
show that employees low in conscientiousness and emotional stability experience greater emotional exhaustion when their leaders set goals.50 Despite
differences of opinion, most researchers do agree that goals are powerful in
shaping behavior. Managers should make sure they are actually aligned with
the company’s objectives.
Research has begun to examine subconscious goals—that is, goals we
are not even aware of setting. 51 One study primed people to think about
goals by having them assemble scrambled words into sentences with achievement themes, while other people assembled sentences without achievement
themes. The people who made the achievement sentences were subconsciously primed. That might not sound like a very strong manipulation, but
this group performed more effectively in a brainstorming task than those
given easier goals. Another study found similar results when a picture of a
woman winning a race was the subconscious prime rather than assembling
sentences. Interestingly, these studies do not find that conscious and subconscious goal-setting are related.

S A
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SELF-ASSESSMENT LIBRARY

What Are My Course Performance Goals?
In the Self-Assessment Library (available on CD or online), take assessment I.C.5
(What Are My Course Performance Goals?).

Implementing Goal-Setting As a manager, how do you make goal-setting
theory operational? That’s often left up to the individual. Some managers
set aggressive performance targets—what General Electric called “stretch
goals.” Some CEOs, such as Procter & Gamble’s A. G. Lafley and SAP AG’s
Hasso Plattner, are known for the demanding performance goals they
set. But many managers don’t set goals. When asked whether their job
had clearly defined goals, only a minority of employees in a recent survey
said yes.52
A more systematic way to utilize goal-setting is with management by
objectives (MBO), which emphasizes participatively set goals that are tangible, verifiable, and measurable. As in Exhibit 7-4, the organization’s overall objectives are translated into specific objectives for each level (divisional,
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Marketing

Research

Development

Individual
objectives

departmental, individual). But because lower-unit managers jointly participate in setting their own goals, MBO works from the bottom up as well as
from the top down. The result is a hierarchy that links objectives at one level
to those at the next. And for the individual employee, MBO provides specific
personal performance objectives.
Four ingredients are common to MBO programs: goal specificity, participation in decision making (including the setting of goals or objectives), an explicit
time period, and performance feedback.53 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
it, whereas goal-setting theory demonstrates that managers’ assigned goals are
usually just as effective.
You’ll find MBO programs in many business, health care, educational, government, and nonprofit organizations.54 Their popularity does not mean they
always work.55 When MBO fails, the culprits tend to be unrealistic expectations,
lack of commitment by top management, and inability or unwillingness to
allocate rewards based on goal accomplishment.

Self-Efficacy Theory
Self-efficacy (also known as social cognitive theory or social learning theory) refers
to an individual’s belief that he or she is capable of performing a task.56 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

management by objectives (MBO) A
program that encompasses specific
goals, participatively set, for an explicit
time period, with feedback on goal
progress.

self-efficacy An individual’s belief
that he or she is capable of performing
a task.
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try harder to master the challenge.57 Self-efficacy can create a positive spiral in
which those with high efficacy become more engaged in their tasks and then,
in turn, increase performance, which increases efficacy further.58 Changes in
self-efficacy over time are related to changes in creative performance as well.59
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.60 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 7-5 shows, employees whose manager sets 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 your boss sets a higher goal for you
than for your co-workers. 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 selfefficacy) 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:61
1.
2.
3.
4.

Enactive mastery.
Vicarious modeling.
Verbal persuasion.
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.

Exhibit 7-5

Joint Effects of Goals and Self-Efficacy on Performance

Individual has
confidence that given
level of performance
will be attained
(self-efficacy)

Manager sets
difficult, specific
goal for job or task

Individual has
higher level of job
or task performance

Individual sets
higher personal
(self-set) goal for
their 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.

Contemporary Theories of Motivation

217

Toyota Motor Corporation applies
social learning theory in teaching
employees skills they need to meet
the company’s high standards of
quality and efficiency. At its Global
Production Center training facilities
in Japan, England, and the United
States, workers and managers from
factories around the world learn
production techniques through
observation and direct experience.
Trainees first watch computerized visual manuals to learn basic
skills. Then, under the tutelage of
an experienced production master, they practice the skills. In this
photo, a trainee practices the skill
of bolt tightening at Toyota’s training center in Toyota City, Japan.

Source: Toru Yamanaka/AFP/Getty Images/Newscom

The second source is vicarious modeling—becoming more confident because
you see someone else doing the task. If your friend slims down, it increases your
confidence that you can lose weight, too. Vicarious modeling is most effective
when you see yourself as similar to the person you are observing. Watching
Tiger Woods play a difficult golf shot might not increase your confidence in
being able to play the shot yourself, but if you watch a golfer with a handicap
similar to yours, it’s persuasive.
The third source is verbal persuasion: becoming more confident because
someone convinces 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.
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 practice
and build their skills. In fact, one reason training works is that it increases
self-efficacy.62 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.63
The best way for a manager to use verbal persuasion is through the Pygmalion
effect or the Galatea effect. As discussed in Chapter 5, the Pygmalion effect is 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. Consistent with the Pygmalion
effect, the teachers spent more time with the students they thought were smart,
gave them more challenging assignments, and expected more of them—all of
which led to higher student self-efficacy and better grades.64 This strategy also
has been used in the workplace.65 Sailors who were told convincingly that they
would not get seasick were in fact much less likely to do so.66
Intelligence and personality are absent from Bandura’s list, but they can
increase self-efficacy.67 People who are intelligent, conscientiousness, and
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emotionally stable are so much more likely to have high self-efficacy that some
researchers argue self-efficacy is less important than prior research would suggest.68 They believe it is partially a by-product in a smart person with a confident
personality. Although Bandura strongly disagrees with this conclusion, more
research is needed.

Reinforcement Theory

5

Compare and contrast
goal-setting theory and
management by objectives.

Goal-setting is a cognitive approach, proposing that an individual’s purposes
direct his action. Reinforcement theory, in contrast, takes a behavioristic view,
arguing that reinforcement conditions behavior. The two theories are clearly at
odds philosophically. Reinforcement theorists see behavior as environmentally
caused. You need not be concerned, they would argue, with internal cognitive
events; what controls behavior is reinforcers—any consequences that, when
immediately following responses, increase the probability that the behavior will
be repeated.
Reinforcement theory ignores the inner state of the individual and
concentrates solely on what happens when he or she takes some action. Because
it does not concern itself with what initiates behavior, it is not, strictly speaking, a theory of motivation. But it does provide a powerful means of analyzing
what controls behavior, and this is why we typically consider it in discussions of
motivation.69
Operant conditioning theory, probably the most relevant component of
reinforcement theory for management, argues that people learn to behave
to get something they want or to avoid something they don’t want. Unlike
reflexive or unlearned behavior, operant behavior is influenced by the
reinforcement or lack of reinforcement brought about by its consequences.
Therefore, reinforcement strengthens a behavior and increases the likelihood
it will be repeated.70 B. F. Skinner, one of the most prominent advocates of
operant conditioning, argued that creating pleasing consequences to follow
specific forms of behavior would increase the frequency of that behavior.
He demonstrated that people will most likely engage in desired behaviors if
they are positively reinforced for doing so; that rewards are most effective if
they immediately follow the desired response; and that behavior that is not
rewarded, or is punished, is less likely to be repeated. We know a professor
who places a mark by a student’s name each time the student makes a contribution to class discussions. Operant conditioning would argue this practice is
motivating because it conditions a student to expect a reward (earning class
credit) each time she demonstrates a specific behavior (speaking up in class).
The concept of operant conditioning was part of Skinner’s broader concept
of behaviorism, which argues that behavior follows stimuli in a relatively
unthinking manner. Skinner’s form of radical behaviorism rejects feelings,
thoughts, and other states of mind as causes of behavior. In short, people
learn to associate stimulus and response, but their conscious awareness of this
association is irrelevant.71
You can see illustrations of operant conditioning everywhere that reinforcements are contingent on some action on your part. Your instructor says if you
want a high grade in the course, you must supply correct answers on the test.
A commissioned salesperson wanting to earn a sizable income finds doing so is
contingent on generating high sales in her territory. Of course, the linkage can
also teach individuals to engage in behaviors that work against the best interests of the organization. Assume your boss says if you work overtime during the
next 3-week busy season you’ll be compensated for it at your next performance
appraisal. However, when performance-appraisal time comes, you are given no
positive reinforcement for your overtime work. The next time your boss asks
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you to work overtime, what will you do? You’ll probably decline! Your behavior
can be explained by operant conditioning: if a behavior fails to be positively
reinforced, the probability it will be repeated declines.
Although reinforcers such as pay can motivate people, the process is much
more complicated than stimulus–response. In its pure form, reinforcement
theory ignores feelings, attitudes, expectations, and other cognitive variables
known to affect behavior. In fact, some researchers look at the same experiments reinforcement theorists use to support their position and interpret the
findings in a cognitive framework.72
Reinforcement is undoubtedly an important influence on behavior, but few
scholars are prepared to argue it is the only one. The behaviors you engage in
at work and the amount of effort you allocate to each task are affected by the
consequences that follow. If you’re consistently reprimanded for outproducing
your colleagues, you’ll likely reduce your productivity. But we might also explain your lower productivity in terms of goals, inequity, or expectancies.
Individuals can learn by being told or by observing what happens to other
people, as well as through direct experiences. Much of what we have learned
comes from watching models—parents, teachers, peers, film and television performers, bosses, and so forth. This view that we can learn through both observation and direct experience is called social-learning theory.73
Although social-learning theory is an extension of operant conditioning—
that is, it assumes behavior is a function of consequences—it also acknowledges
the effects of observational learning and perception. People respond to the
way they perceive and define consequences, not to the objective consequences
themselves.
Models are central to the social-learning viewpoint. Four processes determine their influence on an individual:
1. Attentional processes. People learn from a model only when they recognize and pay attention to its critical features. We tend to be most influenced
by models that are attractive, repeatedly available, important to us, or similar to us in our estimation.
2. Retention processes. A model’s influence depends on how well the individual remembers the model’s action after the model is no longer readily
available.
3. Motor reproduction processes. After a person has seen a new behavior by
observing the model, watching must be converted to doing. This process
demonstrates that the individual can perform the modeled activities.
4. Reinforcement processes. Individuals are motivated to exhibit the modeled behavior if positive incentives or rewards are provided. Positively reinforced behaviors are given more attention, learned better, and performed
more often.

Equity Theory/Organizational Justice

6

Contrast reinforcement
theory and goal-setting
theory.

Jane Pearson graduated from State University last year with a degree in accounting. After interviews with a number of organizations on campus, she accepted
a position with a top public accounting firm and was assigned to its Boston office. Jane was very pleased with the offer she received: challenging work with
a prestigious firm, an excellent opportunity to gain valuable experience, and

reinforcement theory A theory that

behaviorism A theory that argues that

social-learning theory The view that

says that behavior is a function of its
consequences.

behavior follows stimuli in a relatively
unthinking manner.

we can learn through both observation
and direct experience.
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the highest salary any accounting major at State was offered last year—$4,550
per month—but Jane was the top student in her class; she was articulate and
mature, and she fully expected to receive a commensurate salary.
Twelve months have passed. The work has proved to be as challenging
and satisfying as Jane had hoped. Her employer is extremely pleased with her
performance; in fact, Jane recently received a $200-per-month raise. However,
her motivational level has dropped dramatically in the past few weeks. Why?
Jane’s employer has just hired a fresh graduate out of State University who
lacks the year of experience Jane has gained, for $4,600 per month—$50
more than Jane now makes! Jane is irate. She is even talking about looking for
another job.
Jane’s situation illustrates the role that equity plays in motivation. Employees
perceive what they get from a job situation (salary levels, raises, recognition) in relationship to what they put into it (effort, experience, education,
competence), and then they compare their outcome–input ratio with that of
relevant others. This is shown in Exhibit 7-6. If we perceive our ratio to be equal
to that of the relevant others with whom we compare ourselves, a state of equity exists; we perceive that our situation is fair and justice prevails. When we
see the ratio as unequal and we feel underrewarded, we experience equity tension that creates anger. When we see ourselves as overrewarded, tension creates
guilt. J. Stacy Adams proposed that this negative state of tension provides the
motivation to do something to correct it.74
The referent an employee selects adds to the complexity of equity theory.75
There are four referent comparisons:
1. Self–inside. An employee’s experiences in a different position inside the
employee’s current organization.
2. Self–outside. An employee’s experiences in a situation or position outside
the employee’s current organization.
3. Other–inside. Another individual or group of individuals inside the
employee’s organization.
4. Other–outside. Another individual or group of individuals outside the
employee’s organization.
Employees might compare themselves to friends, neighbors, co-workers, or
colleagues in other organizations or compare their present job with past jobs.
Which referent an employee chooses will be influenced by the information the
employee holds about referents as well as by the attractiveness of the referent.
Four moderating variables are gender, length of tenure, level in the organization, and amount of education or professionalism.76

Exhibit 7-6

Equity Theory

Ratio Comparisons*

*Where

Perception

O < O
IB
IA

Inequity due to being underrewarded

O = O
IB
IA

Equity

O > O
IA
IB

Inequity due to being overrewarded

O
IA

represents the employee; and

O
IB

represents relevant others
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Women are typically paid less than men in comparable jobs and have lower
pay expectations than men for the same work.77 So a woman who uses another
woman as a referent tends to calculate a lower comparative standard. Of course,
employers’ stereotypes about women (for example, the belief that women are
less committed to the organization or that “women’s work” is less valuable) also
may contribute to the pay gap.78 While both men and women prefer same-sex
comparisons, employees in jobs that are not sex segregated will likely make more
cross-sex comparisons than those in jobs that are male or female dominated.
Employees with short tenure in their current organizations tend to have
little information about others inside the organization, so they rely on
their personal experiences. Employees with long tenure rely more heavily
on co-workers for comparison. Upper-level employees, those in the professional ranks, and those with higher amounts of education tend to have better
information about people in other organizations and will make more other–
outside comparisons.
Based on equity theory, employees who perceive inequity will make one of
six choices:79

In perceiving inequity in pay, these
American Airline pilots used an
“other-inside” referent comparison
when comparing their pay to that
of the airline’s managers. The pilots
agreed to accept wage and benefit
cuts after the airline reported an
$8 billion loss. When they returned
to profitability, the CEO and other
top managers received stock
bonuses. Marching in protest, the
pilots argued that their sacrifices in
pay and benefits helped save the
airline from bankruptcy and that
they deserved to be rewarded with
pay increases.

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.

Source: LM Otero/AP Images

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).
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Some of these propositions have been supported, but others haven’t.80
First, inequities created by overpayment do not seem to significantly affect
behavior in most work situations. Apparently, people have more tolerance of overpayment inequities than of underpayment inequities or are
better able to rationalize them. It’s pretty damaging to a theory when half
the equation falls apart. Second, not all people are equity sensitive.81 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.”
While most research on equity theory has focused on pay, some employees also look for equity in the distribution of other organizational rewards like
high-status job titles and large and lavishly furnished offices.82
Finally, recent research has expanded the meaning of equity, or fairness.83
Historically, equity theory focused on distributive justice, the employee’s
perceived fairness of the amount rewards among individuals and who received
them. But organizational justice draws a bigger picture. Employees perceive
their organizations as just when they believe rewards and the way they are
distributed are fair. In other words, fairness or equity can be subjective; what
one person sees as unfair, another may see as perfectly appropriate. In general,
people see allocations or procedure favoring themselves as fair.84 In a recent
poll, 61 percent of respondents said they pay their fair share of taxes, but an
almost equal number (54 percent) felt the system as a whole is unfair, saying
some people skirt it.85
Most of the equity theory research we’ve described proposes a fairly
rational, calculative way of estimating what is fair and unfair. But few
people really make mathematical calculations of their inputs relative to the
outcomes of others. Instead, they base distributive judgments on a feeling or
an emotional reaction to how they think they are treated relative to others,
and their reactions are often emotional as well.86 Our discussion has also
focused on reactions to personal mistreatment. However, people also react
emotionally to injustices committed against others, prompting them to take
retributive actions.87
Beyond perceptions of fairness, the other key element of organizational
justice is the view that justice is multidimensional. How much we get paid
relative to what we think we should be paid (distributive justice) is obviously
important. But, according to researchers, how we get paid is just as important.
Thus, the model of organizational justice in Exhibit 7-7 includes procedural
justice—the perceived fairness of the process used to determine the distribution of rewards. Two key elements of procedural justice are process control
and explanations. Process control is the opportunity to present your point
of view about desired outcomes to decision makers. Explanations are clear
reasons management gives for the outcome. Thus, for employees to see a
process as fair, they need to feel they have some control over the outcome
and that they were given an adequate explanation about why the outcome
occurred. It’s also important that a manager is consistent (across people and
over time), is unbiased, makes decisions based on accurate information, and is
open to appeals.88
The effects of procedural justice become more important when distributive
justice is lacking. This makes sense. If we don’t get what we want, we tend to
focus on why. If your supervisor gives a cushy office to a co-worker instead of to
you, you’re much more focused on your supervisor’s treatment of you than if
you had gotten the office. Explanations 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.”).89
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Model of Organizational Justice

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.

Organizational Justice
Definition: overall perception
of what is fair in the workplace
Example: I think this is a fair
place to work.

Interactional 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.

Interactional justice describes an individual’s perception of the degree to
which she is treated with dignity, concern, and respect. When people are treated
in an unjust manner (at least in their own eyes), they retaliate (for example,
badmouthing a supervisor).90 Because people intimately connect interactional
justice or injustice to the conveyer of the information, we would expect perceptions of injustice to be more closely related to the supervisor. Generally, that’s
what the evidence suggests.91
Of these three forms of justice, distributive justice is most strongly related
to organizational commitment and satisfaction with outcomes such as pay.
Procedural justice relates most strongly to job satisfaction, employee trust,
withdrawal from the organization, job performance, and citizenship behaviors.
There is less evidence about interactional justice.92
Equity theory has gained a strong following in the United States because
U.S.-style reward systems assume workers are highly sensitive to equity in
reward allocations. And in the United States, equity is meant to closely tie
pay to performance. However, in collectivist cultures employees expect rewards to reflect their individual needs as well as their performance.93 Other
research suggests that inputs and outcomes are valued differently in various

distributive justice Perceived fairness
of the amount and allocation of
rewards among individuals.
organizational justice An overall
perception of what is fair in the
workplace, composed of distributive,
procedural, and interactional justice.

procedural justice The perceived
fairness of the process used to
determine the distribution of rewards.

interactional justice The perceived
degree to which an individual is
treated with dignity, concern, and
respect.
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cultures.94 Some cultures emphasize status over individual achievement as a
basis for allocating resources. Materialistic cultures are more likely to see cash
compensation 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.
Studies suggest that managers are indeed motivated to foster employees’
perceptions of justice because they wish to ensure compliance, maintain a positive identity, and establish fairness at work.95 To enhance perceptions of justice,
they 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 especially important to openly share information about
how allocation decisions are made, follow consistent and unbiased procedures,
and engage in similar practices to increase the perception of procedural justice.
Second, when addressing perceived injustices, managers need to focus their
actions on the source of the problem.
If employees feel they have been treated unjustly, having opportunities to
express their frustration has been shown to reduce their desire for retribution.96
Meta-analytic evidence shows individuals in both individualistic and
collectivistic cultures prefer an equitable distribution of rewards (the most
effective workers get paid the most) over an equal division (everyone gets paid
the same regardless of performance).97 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.98

Expectancy Theory

7

Demonstrate how
organizational justice is a
refinement of equity theory.

MyManagementLab
For an interactive application of this
topic, check out this chapter’s
simulation activity at
www.mymanagementlab.com.

One of the most widely accepted explanations of motivation is Victor Vroom’s
expectancy theory.99 Although it has its critics, most of the evidence supports it.100
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 more 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 organizational rewards such as
bonuses, salary increases, or promotions; and that the rewards will satisfy the
employees’ personal goals. The theory, therefore, focuses on three relationships (see Exhibit 7-8):
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 performing at a particular level will lead to the attainment of a
desired outcome.

Exhibit 7-8
Individual
effort

Expectancy Theory
1

Individual
performance

2

Organizational
rewards

1

Effort–performance relationship

2

Performance–reward relationship

3

Rewards–personal goals relationship

3

Personal
goals
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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.101
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 questions 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 nonperformance 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 one possible source of low motivation is employees’ belief
that, no matter how hard they work, the likelihood of getting a good performance appraisal is low.
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 incorrectly assume all employees want the same thing, thus
overlooking the motivational effects of differentiating rewards. In either case,
employee motivation is submaximized.
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 company’s ire. What are
these risks? They 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 stock. 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.102

expectancy theory A theory that says
that the strength of a tendency to act in
a certain way depends on the strength
of an expectation that the act will be
followed by a given outcome and on
the attractiveness of that outcome to
the individual.
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Source: Eric Risberg/AP Images

At Mary Kay Cosmetics, the
performance-reward relationship
is strong. The company offers a
generous rewards and recognition
program based on the achievement of personal goals set by
each employee. Mary Kay also
understands the motivational
effects of differentiating rewards.
For some employees, the best
reward is the opportunity to work
from home, while other employees
are motivated by the opportunity
to win a trip, jewelry, or the use
of a pink Cadillac. In this photo, a
Mary Kay sales director explains
career opportunities at a job fair
to women interested in joining the
company.

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.103 Because few individuals do, the theory tends
to be idealistic. If organizations 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.

Integrating Contemporary Theories of Motivation

8

Apply the key tenets of
expectancy theory to
motivating employees.

9

Compare contemporary
theories of motivation.

Things might be simpler if, after presenting a half dozen theories, we could
say only one was found valid. But many of the theories in this chapter are
complementary. We now tie them together to help you understand their
interrelationships.104
Exhibit 7-9 integrates much of what we know about motivation. Its basic
foundation is the expectancy model shown in Exhibit 7-8. Let’s walk through
Exhibit 7-9. (We will look at job design closely in Chapter 8.)
We begin by explicitly recognizing that opportunities can either aid
or hinder individual effort. The individual effort box on the left also has
another arrow leading into it, from the person’s goals. Consistent with
goal-setting theory, the goals–effort loop is meant to remind us that goals
direct behavior.
Expectancy theory predicts employees will exert a high level of effort
if they perceive a strong relationship between effort and performance,
performance and rewards, and rewards and satisfaction of personal goals.
Each of these relationships is, in turn, influenced by other factors. For
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Organizational
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Reinforcement

Personal
goals

Dominant
needs

Goals direct behavior

effort to lead to good performance, the individual must have the ability to
perform and perceive the performance appraisal system as fair and objective. The performance–reward relationship will be strong if the individual
perceives that performance (rather than seniority, personal favorites, or
other criteria) is rewarded. If cognitive evaluation theory were fully valid in
the actual workplace, we would predict here that basing rewards on performance should decrease the individual’s intrinsic motivation. The final link
in expectancy theory is the rewards–goals relationship. Motivation is high if
the rewards for high performance satisfied the dominant needs consistent
with individual goals.
A closer look at Exhibit 7-9 also reveals that the model considers achievement
motivation, job design, reinforcement, and equity theories/organizational
justice. A high achiever is not motivated by an organization’s assessment of
performance or organizational rewards, hence the jump from effort to personal
goals for those with a high nAch. Remember, high achievers are internally
driven as long as their jobs provide them with personal responsibility, feedback,
and moderate risks. They are not concerned with the effort–performance,
performance–rewards, or rewards–goal linkages.
Reinforcement theory enters the model by recognizing that the
organization’s rewards reinforce the individual’s performance. If employees
see a reward system as “paying off” for good performance, the rewards will
reinforce and encourage good performance. Rewards also play the key part in
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organizational justice research. Individuals will judge the favorability of their
outcomes (for example, their pay) relative to what others receive but also with
respect to how they are treated: when people are disappointed in their rewards,
they are likely to be sensitive to the perceived fairness of the procedures used
and the consideration given to them by their supervisor.

MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Summary and Implications for Managers
The motivation theories in this chapter differ in their predictive strength. Here,
we (1) review the most established to determine their relevance in explaining
turnover, productivity, and other outcomes and (2) assess the predictive power
of each.105
●

●

●

●

●

●

Need theories. Maslow’s hierarchy, McClelland’s needs, and the twofactor theory focus on needs. None has found widespread support,
although McClelland’s is the strongest, particularly regarding the
relationship between achievement and productivity. In general, need
theories are not very valid explanations of motivation.
Self-determination theory and cognitive evaluation theory. As research
on the motivational effects of rewards has accumulated, it increasingly
appears extrinsic rewards can undermine motivation if they are seen as
coercive. They can increase motivation if they provide information about
competence and relatedness.
Goal-setting theory. Clear and difficult goals lead to higher levels of
employee productivity, supporting goal-setting theory’s explanation
of this dependent variable. The theory does not address absenteeism,
turnover, or satisfaction, however.
Reinforcement theory. This theory has an impressive record for
predicting quality and quantity of work, persistence of effort, absenteeism, tardiness, and accident rates. It does not offer much insight into
employee satisfaction or the decision to quit.
Equity theory/organizational justice. Equity theory deals with productivity, satisfaction, absence, and turnover variables. However, its strongest
legacy is that it provided the spark for research on organizational justice,
which has more support in the literature.
Expectancy theory. Expectancy theory offers a powerful explanation of performance variables such as employee productivity, absenteeism, and turnover. But it assumes employees have few constraints on
decision making, such as bias or incomplete information, and this limits
its applicability. Expectancy theory has some validity because, for many
behaviors, people consider expected outcomes.
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Fear Is a Powerful Motivator
POINT

T

his is a “dark side” topic that no one likes to discuss, but
fear works as a motivator. Few of us like the idea of feeling
fearful in the workplace. But what we like and what motivates us are not the same.
Ever studied harder for an exam for fear of doing poorly, or
worried about doing something that would draw your parents’
ire? If you answer “yes,” you’re on your way to admitting this
essential truth: we engage in a lot of behaviors, and refrain from
others, out of fear.
Too often in organizational behavior we sing this happy song
that when employees are happy, they will give their best effort
and the company will sail along in smooth seas.
The truth is that when a manager adopts this philosophy, people often relax. They take off early. They “shoot the
breeze” more and work a little less. George Cloutier, founder
of American Management Services, is realistic about this.
“The concept that if you love your employees they’ll perform is on the edge of insanity,” he says. “Fear is the best
motivator.”
Employees should realize that in today’s competitive environment, they have to bring their A-game to work each and
every day. And managers need to closely monitor them to
make sure that’s the case. Instilling in employees a fear that if
they shirk, they’ll lose their jobs, is one way to accomplish that
monitoring. Without fear, people would do as they wish, and
that rarely includes working hard if they feel they don’t have
to. Like it or not, that’s the cold, hard truth about employee
motivation.

COUNTERPOINT

H

ow cynical! Fear is a natural emotion, but it generally serves a purpose only in crisis situations. Those
unfortunate enough to work under a manager who
consciously uses fear to “motivate” behavior will leave as soon
as they can or get even in some hidden way. Fear never works
as a motivational tool. Various areas of research in psychology
and organizational behavior prove the point.
Fear generates a “fight-flight-freeze” response, in which an
individual (or animal) experiencing fear or extreme stress is forced
to choose one of these behaviors. Any sane manager wants none
of them. Imagine supervising Chris, who flees work when fearful or
stressed, Sanjay, who fights with others when he feels cornered,
and Mercedes, who locks up whenever she is chastised. Does
effective management mean eliciting these behaviors?
One workplace expert noted, “Fear motivation always results
in inner anger and resentment against the person using the fear
tactics . . . Fear motivation is the lowest form of motivation and usually results in ‘when the cat is away, the mice will play.’” So, ironically, fear actually undermines performance monitoring, because
employees will get even when they know they can’t be caught. And
they will never go out of their way to help the organization.
As one Canadian manager noted, “Exercising unilateral
power [through fear] can be effective for those leaders whose
modest ambitions are matched by the modest successes that
such tactics bring.” Zappos founder Tony Hsieh, who tries to
create a happy work environment at Zappos by giving employees the sense that they are part of something bigger, argues
that inspiration is a much better motivator than fear.
Fear may motivate short-term performance, but in the long
run, it is always a losing motivational tool.

Sources: K. Pattison, “Fire Your Relatives. Scare Your Employees. And Stop Whining,” The New York Times (February 11,
2010), p. B8; L. Mignone, “How to Build an Army of Happy, Busy Worker Bees,” Fortune (May 23, 2011), downloaded May 25,
2011, from www.fortune.com; TTI Performance Systems, “Provide a Climate for Motivation,” downloaded May 25, 2011, from
www.nielsongroup.com/; and J. Wood, “Stories, Not Data, At Heart of Human Motivation,” Vancouver Sun (May 20, 2011),
downloaded May 25, 2011, from www.vancouversun.com/.
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QUESTIONS FOR REVIEW

1
2

What are the three key elements of motivation?

What are some early theories of motivation? How applicable are they today?

3

How do the predictions of self-determination theory
apply to intrinsic and extrinsic rewards?

4

What are the implications of employee engagement for
management?

6

What are the similarities and differences between
reinforcement theory and goal-setting theory?

7

How is organizational justice a refinement of equity
theory?

8
9

What are the key tenets of expectancy theory?

What are some contemporary theories of motivation
and how do they compare to one another?

5

What are the similarities and differences between goalsetting theory and management by objectives?

EXPERIENTIAL EXERCISE

Goal-Setting Task

Purpose
This exercise will help you learn how to write tangible,
verifiable, measurable, and relevant goals that might
evolve from an MBO program.
Time
Approximately 20 to 30 minutes.
Instructions
1. Break into groups of three to five.
2. Spend a few minutes discussing your class instructor’s
job. What does he or she do? What defines good
performance? What behaviors lead to good
performance?

ETHICAL DILEMMA

The Big Easy?

As you know, college is an expensive proposition. Students,
parents, donors, and the government invest millions
of dollars every year. Thus, there may be an incumbent
responsibility on students to ensure they are learning.
However, consider the following results from a recent
study of time use by more than 3,000 undergraduates:
Percent Time per Week Spent
9%

Attending classes and labs
7%
9%

51%

3. Each group is to develop a list of five goals that,
although not established participatively with your
instructor, you believe might be developed in an
MBO program at your college. Try to select goals that
seem most critical to the effective performance of
your instructor’s job.
4. Each group will select a leader who will share the
group’s goals with the entire class. For each group’s
goals, class discussion should focus on the goals’
(a) specificity, (b) ease of measurement,
(c) importance, and (d) motivational properties.

Studying
Working, volunteering,
fraternities/sororities, clubs

Questions
1. One article commented that college students are
“frittering away their time at an astonishing rate.” Do
you agree this is what the data show? Why or why not?
2. Do you think students have an ethical responsibility
to spend more time studying? Why or why not?
3. One study suggested that full-time students in
1961 studied an average of 40 hours per week,
compared to 27 hours now. Does this apparent trend
concern you? Do you think that, as some experts
have claimed, our economic competitiveness would
increase if college students studied more?

24%
Sleeping
Socializing, recreation, other

Undergraduate Use of Time per Week
Sources: M. Burns, “What Happened to Academic Rigor?” Miller-McCune (March 8, 2011), pp. 47–49;
and R. Arum, Academically Adrift: Limited Learning on College Campuses (Chicago: University of Chicago
Press, 2011).

Case Incident 2
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It’s Not Fair!

Few topics in the business press have grabbed more
headlines recently than highly lucrative annual bonuses for
top management. Critics bemoan the multimillion-dollar
compensation packages offered in the financial services
industry in particular, following the dire consequences of
the meltdown of this sector a few short years ago.
How is executive compensation determined by
compensation committees? Some researchers suggest that
principles from equity theory (making comparisons to referent others) might explain variations in executive pay. To
set what is considered a “fair” level of pay for top executives,
members of the board find out how much executives with
similar levels of experience in similar firms (similar inputs)
are being paid and attempt to adjust compensation (outcomes) to be equitable. In other words, top executives in
large oil firms are paid similarly to top executives in other
large oil firms, top executives in small hospitals are paid
similarly to top executives in other small hospitals. In many
cases, simply changing the referent others can change the
salary range considered acceptable. According to one view
of justice theory, this should be perceived as equitable,
although executives may encourage boards to consider specific referent others who are especially well-paid.
Critics of executive compensation change the debate
by focusing on the ratio of executive compensation to
that of the company’s lowest-paid employees. Researcher
Cary Cooper notes, “In business, it is important to

reward success and not simply status.” Cooper believes all
employees should share the company’s good fortune in
profitable periods. He has recommended that CEO compensation be capped at 20 times the salary of the lowestpaid employee. In fact, the average S&P 500 CEO is paid
263 times what the lowest-paid laborer makes. This is eight
times more than the ratio from the 1950s, which might
serve as another reference point for determining what is
considered “fair.”
Questions
1. How does the executive compensation issue relate
to equity theory? Who do you think should be the
referent others in these equity judgments? What are
the relevant inputs for top executives?
2. Can you think of procedural justice implications
related to the ways pay policies for top executives
have been instituted? Do these pay-making decisions
follow the procedural justice principles outlined in
the chapter?
3. Do you think the government has a legitimate role
in controlling executive compensation? How might
we use distributive and procedural justice theories to
inform this debate?
4. Are there any positive motivational consequences of
tying compensation pay closely to firm performance?

Sources: J. Bizjak, M. Lemmon, and T. Nguyen, “Are All CEOs Above Average? An Empirical Analysis
of Compensation Peer Groups and Pay Design,” Journal of Financial Economics 100, no. 3 (2011),
pp. 538–555; C. Cooper, “We’re All in This Together,” Director 64 (February 2011), p. 27; and
R. Foroohar, “Stuffing Their Pockets: For CEOs, A Lucrative Recession” Newsweek (September 13, 2010),
www.newsweek.com.

CASE INCIDENT 2

Bullying Bosses

After a long weekend, Kara stared at her computer with
a sick feeling in her stomach: her boss had added her as
a friend on Facebook. Kara did not feel particularly close
to her boss, nor did she like the idea of mixing her social
life with her work. Still, it was her boss. Kara reluctantly accepted her boss as a Facebook friend. Little did she know
her troubles were only beginning.
Kara’s boss soon began using her online information
to manipulate her work life. It began with inappropriate innuendos regarding Facebook photos. Eventually,
Kara’s boss manipulated her work hours, confronted her
both on and off Facebook, and repeatedly called Kara’s
cell phone questioning her whereabouts. “My boss was
a gossiping, domineering, contriving megalomaniac,

and her behavior dramatically intensified when she used
Facebook to pry,” Kara said. Eventually, Kara was forced
to quit. “I feel like I got my freedom back and can breathe
again,” she said.
Although many individuals recall bullies from
elementary school days, some are realizing bullies can exist in the workplace, too. In a recent poll, 37 percent of employees report being victims of a bullying boss. And these
bullies don’t pick on just the weakest in the group; any
subordinate may fall prey. As Kara found, bullying is not
limited to male bosses: 40 percent of bullies are women,
and women are their targets 70 percent of the time.
How does bullying affect employee motivation and behavior? Surprisingly, though victims may feel less motivated

232

CHAPTER 7

Motivation Concepts

to go to work every day, they continue performing their
required job duties. However, some are less motivated to
perform extra-role or citizenship behaviors. Helping others, speaking positively about the organization, and going
beyond the call of duty are reduced as a result of bullying.
According to Dr. Bennett Tepper, fear may be the reason
many workers continue to perform. And not all individuals reduce their citizenship behaviors. Some continue to
engage in extra-role behaviors to make themselves look
better than their colleagues. Other victims of bullying may
be motivated to actively retaliate against their bullying supervisor, or engage in acts of workplace withdrawal.
What should you do if your boss is bullying you? Don’t
necessarily expect help from co-workers. As Emelise
Aleandri, an actress and producer from New York who
left her job after being bullied, stated, “Some people were
afraid to do anything. But others didn’t mind what was
happening at all, because they wanted my job.” Moreover,
according to Dr. Michelle Duffy of the University of
Kentucky, co-workers often blame victims of bullying in order to resolve their own guilt. “They do this by wondering
whether maybe the person deserved the treatment, that

he or she has been annoying, or lazy, [or] did something
to earn it,” she says.
Questions
1. How does workplace bullying violate the rules of
organizational justice?
2. What aspects of motivation might workplace bullying
reduce? For example, are there likely to be effects on
an employee’s self-efficacy? If so, what might those
effects be? Do you think bullying would motivate you
to retaliate?
3. If you were a victim of workplace bullying, what steps
would you take to try to reduce its occurrence? What
strategies would be most effective? Least effective?
What would you do if one of your colleagues were a
victim?
4. What factors do you believe contribute to workplace
bullying? Are bullies a product of the situation, or
do they have flawed personalities? What situations
and what personality factors might contribute to the
presence of bullies?

Sources: Based on M. Wilding, “Is Your Boss Your Friend or Foe?” Sydney Morning Herald (May 19, 2009),
pp. 1–3; C. Benedict, “The Bullying Boss,” The New York Times (June 22, 2004), p. F1; and S. Thau and
M. S. Mitchell, “Self-Gain or Self-Regulation Impairment? Tests of Competing Explanations of the
Supervisor Abuse and Employee Deviance Relationship Through Perceptions of Distributive Justice,”
Journal of Applied Psychology 95, (2010), pp. 1009–1031.
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6

Show how flexible
benefits turn benefits into
motivators.

7

Identify the motivational
benefits of intrinsic
rewards.
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learning aids to help strengthen
your understanding of the
chapter concepts at
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hen Nancy Jackson hired a new full-time salesperson for a company she co-owns, Architectural Systems, she was caught off
guard by protests from her 19 employees. “I couldn’t believe their
reactions,” she says. The employees had seen their work hours reduced or their
pay trimmed. Why was she hiring someone new amid the retrenchments?
“There’s been a lot of emotional hand-holding here that we’ve never had to do
before,” Jackson says.
Christopher Mills, co-owner of Prime Debt Services, a debt management
firm in Dallas, has found it helpful to meet with employees one-on-one more
often. “I found the more I listened, the better they pepped up,” he says. Mills
even has taken to cooking them a breakfast of waffles, bacon, and coffee
every Wednesday.
Beyond expressing support and appreciation for their efforts, some employers are being more creative in their approaches to motivation. Elise
Lelong, owner of a New York consulting firm, decided to upgrade her employees’ job titles. “It doesn’t cost anything and it makes them feel good,”
Lelong says. “You’ve got to think outside the money box when it comes to
motivating your employees in this economic environment.” Lelong took
other steps too, including giving her employees increased chances to work
remotely and with flexible hours. Atlassian, an Australian software company,
motivated its employees by allowing them to devote 20 percent of their time
to any software idea they liked.
When pay raises aren’t possible, sometimes even smaller monetary
awards can make a difference. Though Intuit human resource manager
Jennifer Lepird spent several weeks working long hours on a big one-time
project, she still pulled several “all nighters” toward the end. When the project was finished, what was her reward? The acquisitions team leader sent
her a gift certificate worth several hundred dollars. Jennifer was thrilled. “The
fact that somebody took the time to recognize the effort,” she said, “made
the long hours just melt away.”
Eric Mosley, founder and CEO of Boston-based Globoforce, is a big fan
of this approach. “Even higher earners can appreciate a small award if it is
unexpected,” he said. “Even billionaires appreciate a Christmas sweater from
their mom.”
Sources: S. E. Needleman, “Business Owners Try to Motivate Employees,” The Wall Street Journal
(January 14, 2010), p. B5; P. D. Broughton, “More Than a Paycheck,” The Wall Street Journal
(February 2, 2010), p. A17; and T. Demos, “Motivate Without Spending Millions,” Fortune (April 12,
2010), pp. 37–38.
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Money is better than poverty,
if only for financial reasons.

Photo: Factory worker receiving certificate. Source: Corbis/Glow Images

—Woody Allen
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T

hough pay is one central means of motivation we consider in this chapter—
what we call extrinsic motivation—it’s not the only one. The other is intrinsic. The following self-assessment will provide some information about
how intrinsically motivating your job might be.
In Chapter 7, we focused on motivation theories. In this chapter, we start
applying motivation concepts to practices such as employee involvement and
skill-based pay. Why? Because it’s one thing to know specific theories; it’s quite
another to see how, as a manager, you can use them.

S A

L

SELF-ASSESSMENT LIBRARY

What’s My Job’S Motivating Potential?
In the Self-Assessment Library (available on CD or online), take assessment I.C.9
(What’s My Job’s Motivating Potential?) and answer the following questions. If
you currently do not have a job, answer the questions for your most recent job.
1. How did you score relative to your classmates?
2. Did your score surprise you? Why or why not?
3. How might your results affect your career path?

Motivating by Job Design: The Job Characteristics Model

1

Describe the job characteristics model and evaluate
the way it motivates
by changing the work
environment.

Increasingly, research on motivation focuses on approaches that link motivational concepts to changes in the way work is structured.
Research in job design suggests the way the elements in a job are organized
can increase or decrease effort and also suggests what those elements are. We’ll
first review the job characteristics model and then discuss some ways jobs can be
redesigned. Finally, we’ll explore alternative work arrangements.

The Job Characteristics Model
Developed by J. Richard Hackman and Greg Oldham, the job characteristics
model (JCM) says we can describe any job in terms of five core job dimensions:1
1. Skill variety is the degree to which a job requires a variety of different activities so the worker can use a number of different skills and talent. 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 bodyshop worker who sprays paint 8 hours a day scores low on
this dimension.
2. Task identity is the degree to which a job requires completion of a whole
and identifiable piece of work. A cabinetmaker who designs a piece of furniture, selects the wood, builds the object, and finishes it to perfection has a
job that scores high on task identity. A job scoring low on this dimension is
operating a factory lathe solely to make table legs.
3. Task significance is the degree to which a job affects the lives or work of
other people. The job of a nurse handling the diverse needs of patients in a
hospital intensive care unit scores high on task significance; sweeping floors
in a hospital scores low.
4. Autonomy is the degree to which a job provides the worker freedom, independence, and discretion in scheduling work and determining the procedures in carrying it out. A salesperson who schedules his or her own
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work each day and decides on the most effective sales approach for each
customer without supervision has a highly autonomous job. A salesperson
who is given a set of leads each day and is required to follow a standardized
sales script with each potential customer has a job low on 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 assembling iPads and testing them to see whether they operate
properly. A factory worker who assembles iPads but then routes them to a
quality-control inspector for testing and adjustments receives low feedback
from his or her activities.
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 meaningful work the incumbent will view as important, valuable, and
worthwhile. Note, too, that jobs with high autonomy give incumbents a feeling
of personal responsibility for the results and that, if a job provides feedback,
employees will know how effectively they are performing. From a motivational
standpoint, the JCM proposes that individuals obtain internal rewards when they
learn (knowledge of results) that they personally (experienced responsibility)

Exhibit 8-1

The Job Characteristics Model

Core job
dimensions
Skill variety
i t
Task identity
Task significance
Autonomy

Feedback

Critical
psychological states
E
Experienced
i
d
meaningfulness
of the work

Personal and
work outcomes
High internal
work motivation

Experienced
responsibility for
outcomes of the work
Knowledge of the
actual results of the
work activities

High-quality
work performance
High satisfaction
with the work
Low absenteeism
and turnover

Employee growthneed strength

Source: Adaptation of Job Characteristics Model, pp. 78–80 from J. Richard Hackman & Greg R. Oldham, Work Redesign, 1st Edition,
© 1980. Adapted by permission of Pearson Education, Inc., Upper Saddle River, NJ.

job design The way the elements in

task identity The degree to which a

feedback The degree to which carrying

a job are organized.

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.
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.

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.

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.
skill variety The degree to which a job
requires a variety of different activities.
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have performed well on a task they care about (experienced meaningfulness).2
The more these three psychological states are present, the greater will be employees’ motivation, performance, and satisfaction, and the lower their absenteeism and likelihood of leaving. As Exhibit 8-1 also shows, individuals with a
high growth need are more likely to experience the critical psychological states
when their jobs are enriched—and respond to them more positively—than are
their counterparts with low growth need.
We can combine the core dimensions into a single predictive index, called
the motivating potential score (MPS), and calculated as follows:

To be high on motivating potential, jobs must be high on at least one of the
three factors that lead to experienced meaningfulness and high on both autonomy and feedback. If jobs score high on motivating potential, the model
predicts motivation, performance, and satisfaction will improve and absence
and turnover will be reduced.
Much evidence supports the JCM concept that the presence of a set of job
characteristics—variety, identity, significance, autonomy, and feedback—does
generate higher and more satisfying job performance.3 But apparently we
can better calculate motivating potential by simply adding the characteristics
rather than using the formula.4 Think about your job. Do you have the opportunity to work on different tasks, or is your day pretty routine? Are you able
to work independently, or do you constantly have a supervisor or co-worker
looking over your shoulder? What do you think your answers to these questions say about your job’s motivating potential? Revisit your answers to the
self-assessment at the beginning of this chapter, and then calculate your MPS
from the job characteristics model. You might try computing your MPS score
two ways: using the traditional MPS formula, or simply adding the dimensions. Then compare.
A few studies have tested the job characteristics model in different cultures,
but the results aren’t very consistent. One study suggested that when employees
are “other oriented” (concerned with the welfare of others at work), the relationship between intrinsic job characteristics and job satisfaction was weaker.
The fact that the job characteristics model is relatively individualistic (considering the relationship between the employee and his or her work) suggests job
enrichment strategies may not have the same effects in collectivistic cultures
as in individualistic cultures (such as the United States).5 However, another
study suggested the degree to which jobs had intrinsic job characteristics predicted job satisfaction and job involvement equally well for U.S., Japanese, and
Hungarian employees.6

How Can Jobs Be Redesigned?

2

Compare and contrast the
main ways jobs can be
redesigned.

“Every day was the same thing,” Frank Greer said. “Stand on that assembly line.
Wait for an instrument 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 twenty-four dollars an hour. I was going crazy.
I did it for almost a year and a half. Finally, I just said to my wife that 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 on that Jeep assembly line. So I quit. Now I work in a print shop and I
make less than fifteen 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! I look forward every morning to going to
work again.”
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Myth or Science?

“CEO Pay Can’t Be Measured”

A

nything can be measured. The
question is whether it can be
measured well. As for CEO pay,
it seems it can’t be measured well, or
at least in a way experts agree upon.
There is nearly as much disagreement
among compensation experts about
how to measure CEO pay as about
whether CEOs are paid too much.
You may have read that the DoddFrank Act of 2010 included “say on
pay” rules, whereby shareholders
have a vote on executive compensation. But what pay? There is often a
big difference between expected pay
(bonus targets and value of options
at the time granted) and realized pay
(bonuses actually received and realized
value of options).
Eli Lilly announced the pay of its
CEO John Lechleiter as $15.9 million, up 10 percent from the year before. However, independent experts
calculated his pay as $20.9 million, a
45 percent increase over the prior
year. Occidental Petroleum CEO Ray
Irani’s expected pay was $58.3 million.
His realized pay was $222.6 million.
Says one expert, even if the pay for
two CEOs is reported to be the same,

“you can pretty much bet they are not
the same.”
Why is it so difficult to get an accurate read on CEO pay? A big part of
the answer is that, for some time, a
CEO’s pay has been tied to the company’s financial performance, and an
organization’s finances are quite complex. CEO pay might be based on any
number of important financial indicators: stock appreciation, profitability,
market share, earnings per share,
and equity per share. Many CEOs are
granted stocks at a current price, providing an incentive to make the stock
price grow. The main principal at play
here is to align the CEO’s interests
with the company’s interests, so the
CEO’s motivation is in line with the
company’s best interests.
Another complicating factor is time:
the value of CEO incentives often depends on measures, like stock price,
that are time-sensitive. The worth of
a stock option thus depends on when
that option is exercised. Timing is everything. When Apple granted CEO
Steve Jobs 7.5 million stock options,
someone falsified records so the stock
was priced low, as if at an earlier time

than when the options were actually
granted. This “backdating” allowed
Jobs to sell his options at a greater
profit when he cashed them in.
Because this type of compensation
is complicated, so are the motivational
dynamics involved. CEOs have an incentive to “manage to the metric”—such
as by making decisions that maximize
short-term stock price (and thus increase the value of stock options) at the
expense of the long-term interests of
the company. Not all CEOs do this, of
course, but the incentive is often there.
As one expert concluded, “Assessing CEO compensation is a bit of a
black art.”

Sources: S. Thurm, “For CEO Pay, A Single
Number Never Tells the Whole Story,”
The Wall Street Journal (March 6, 2010),
p. A2; B. McClure, “A Guide To CEO
Compensation,” San Francisco Chronicle
(May 2, 2011), downloaded May 25,
2011, from www.investopedia.com/; and
R. Gopalan, T. Milbourn, F. Song, and
A. V. Thakor, “The Optimal Duration of
Executive Compensation: Theory and
Evidence,” Working paper, April 15, 2011,
Washington University in St. Louis, http://
apps.olin.wustl.edu/faculty/milbourn/
duration_ver_apr15.pdf.

The repetitive tasks in Frank Greer’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 JCM into practice
to make jobs more motivating.
Job Rotation If employees suffer from overroutinization 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). At Singapore Airlines, 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 and a highly desirable
place to work. Many manufacturing firms have adopted job rotation as a means

motivating potential score (MPS)

job rotation The periodic shifting of an

A predictive index that suggests the
motivating potential in a job.

employee from one task to another.
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of increasing flexibility and avoiding layoffs.7 Managers at Apex Precision Technologies, a custom-machine shop in Indiana, train workers on all the company’s
equipment so they can move around as needed in response to incoming orders.
Although job rotation has often been conceptualized as an activity for assembly
line and manufacturing employees, many organizations use job rotation for new
managers to help them get a picture of the whole business as well.8
The strengths of job rotation are that it reduces boredom, increases motivation, and helps employees better understand how their work contributes to the
organization. An indirect benefit is that employees with a wider range of skills give
management more flexibility in scheduling work, adapting to changes, and filling vacancies.9 International evidence from Italy, Britain, and Turkey does show
that job rotation is associated with higher levels of organizational performance
in manufacturing settings.10 However, job rotation has drawbacks. Training costs
increase, and moving a worker into a new position reduces productivity just when
efficiency at the prior job is creating organizational economies. Job rotation also
creates disruptions when members of the work group have to adjust to the new
employee. And supervisors may also 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 organizes tasks to allow the worker to do a complete activity, increases the employee’s freedom and independence, increases responsibility, and
provides feedback so individuals can assess and correct their own performance.11
How does management enrich an employee’s job? Exhibit 8-2 offers suggested guidelines based on the job characteristics model. 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 create an identifiable and
meaningful whole. Establishing client relationships increases the direct relationships 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.

Exhibit 8-2

Guidelines for Enriching a Job

Suggested Action

Core Job Dimensions

Combine tasks

Skill variety

Form natural work units

Task identity

Establish client relationships

Task significance

Expand jobs vertically

Autonomy

Open feedback channels

Feedback

Source: “Guidelines for Enriching a Job” Source: J. R. Hackman and J. L. Suttle (eds.), Improving Life at Work (Glenview, IL: Scott
Foresman, 1977), p. 138. Reprinted by permission of Richard Hackman and J. Lloyd Suttle.
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Some newer versions of job enrichment concentrate specifically on improving the meaningfulness of work. One method is to relate employee experiences
to customer outcomes, by providing employees with stories from customers
who benefited from the company’s products or services. The medical device
manufacturer Medtronic invites people to describe how Medtronic 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. Researchers recently found that when university fund-raisers briefly
interacted with the undergraduates who would receive the scholarship money
they raised, they persisted 42 percent longer, and raised nearly twice as much
money, as those who didn’t interact with potential recipients.12
Another method for improving the meaningfulness of work is providing employees with mutual assistance programs.13 Employees who can help each other
directly through their work come to see themselves, and the organizations for
which they work, in more positive, pro-social terms. This, in turn, can increase
employee affective commitment.
Many organizations provide job enrichment through cross-training to
learn new skills, and through job rotation to perform new tasks in another
position. Employees typically work with managers to set job enrichment
goals, identify desired competencies, and find appropriate placement. For
example, an employee who usually works in handling client records might
receive cross-training to learn about the organization’s purchasing and accounting systems. Then an accounting employee might learn about client
data processes. These two employees could then rotate through one another’s jobs, allowing them to cover for one another and prepare for possible
future promotions.
The evidence on job enrichment shows it reduces absenteeism and turnover costs and increases satisfaction, but not all programs are equally effective.14
A review of 83 organizational interventions designed to improve performance
management showed that frequent, specific feedback related to solving problems was linked to consistently higher performance, but infrequent feedback
that focused more on past problems than future solutions was much less effective.15 Some recent evidence suggests job enrichment works best when it compensates for poor feedback and reward systems.16 Work design may also not
affect everyone in the same way. One recent study showed employees with a
higher preference for challenging work experienced larger reductions in stress
following job redesign than individuals who did not prefer challenging work.17

Alternative Work Arrangements

3

Identify three alternative
work arrangements and
show how they might
motivate employees.

Another approach to motivation is to alter work arrangements with flextime,
job sharing, or telecommuting. These are likely to be especially important for a
diverse workforce of dual-earner couples, single parents, and employees caring
for a sick or aging relative.
Flextime Susan Ross 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.”

job enrichment The vertical expansion
of jobs, which increases the degree
to which the worker controls the
planning, execution, and evaluation
of the work.

246

CHAPTER 8

Motivation: From Concepts to Applications

OB Poll

Different Views of the Motivating Effect of Rewards

Percent indicating attribute as important contributor
to employee loyalty and motivation

Employees
Employers

47%

Company culture

55%
53%

Work-life programs

36%
67%

Retirement benefits

43%
74%

Health benefits

59%
82%

Salary

67%
0
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20
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40

50

60
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Sources: Survey of 1,503 employers and 1,305 full-time employees. MetLife, www.metlife.com; and “Loyalty Drivers,” Workforce Management (October 2010), p. 18.

Susan’s work schedule as a claims processor at The Hartford Financial
Services Group is flexible. Her office opens at 6:00 a.m. and closes at 7:00 p.m.
It’s up to her how she schedules her 8-hour day within this 13-hour period.
Because Susan is a morning person and also has a 7-year-old son who gets out
of school at 3:00 p.m. every day, 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.”
Susan’s schedule is an example of flextime , short for “flexible work
time.” Employees must work a specific number of hours per week but are
free to vary their hours of work within certain limits. As in Exhibit 8-3, each
day consists of a common core, usually 6 hours, with a flexibility band surrounding it. The core may be 9:00 a.m. to 3:00 p.m., with the office actually
opening at 6:00 a.m. and closing at 6:00 p.m. All employees are required to
be at their jobs during the common core period, but they may accumulate
their other 2 hours before, after, or before and after 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 the Bureau of
Labor Statistics, nearly 26 percent of working women with children have flexible work schedules, compared to just 14 percent in 1991.18 And this is not
just a U.S. phenomenon. In Germany, for instance, 29 percent of businesses
offer flextime, and such practices are becoming more widespread in Japan
as well.19
Claimed benefits include reduced absenteeism, increased productivity,
reduced overtime expenses, reduced hostility toward management, reduced
traffic congestion around work sites, elimination of tardiness, and increased autonomy and responsibility for employees—any of which may increase employee
job satisfaction.20 But what’s flextime’s actual record?
Most of the evidence stacks up favorably. Flextime tends to reduce absenteeism and frequently improves worker productivity,21 probably for several
reasons. Employees can schedule their work hours to align with personal
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Possible Flextime Staff Schedules
Schedule 1

Percent Time:
Core Hours:
Work Start Time:
Work End Time:

100% ⫽ 40 hours per week
9:00 A.M.–5:00 P.M., Monday through Friday
(1 hour lunch)
Between 8:00 A.M. and 9:00 A.M.
Between 5:00 P.M. and 6:00 P.M.
Schedule 2

Percent Time:
Work Hours:

Work Start Time:
Work End Time:

100% ⫽ 40 hours per week
8:00 A.M.–6:30 P.M., Monday through Thursday
(1/2 hour lunch)
Friday off
8:00 A.M.
6:30 P.M.
Schedule 3

Percent Time:
Work Hours:

Work Start Time:
Work End Time:

90% ⫽ 36 hours per week
8:30 A.M.–5:00 P.M., Monday through Thursday
(1/2 hour lunch)
8:00 A.M.–Noon Friday (no lunch)
8:30 A.M. (Monday–Thursday); 8:00 A.M. (Friday)
5:00 P.M. (Monday–Thursday); Noon (Friday)
Schedule 4

Percent Time:

Work Hours:
Work Start Time:
Work End Time:

80% ⫽ 32 hours per week
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
Between 8:00 A.M. and 9:00 A.M.
Between 5:00 P.M. and 6:00 P.M.

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.
Flextime’s major drawback is that it’s not applicable to every job or every
worker. It works well with clerical tasks for which an employee’s interaction
with people outside his or her department is limited. It is not a viable option
for receptionists, sales personnel in retail stores, or people whose service jobs
require them to be at their workstations at predetermined times. It also appears
that people who have a stronger desire to separate their work and family lives are
less prone to take advantage of opportunities for flextime.22 Overall, employers
need to consider the appropriateness 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 might perform the job from 8:00 a.m. to noon and
the other from 1:00 p.m. to 5:00 p.m., or the two could work full but alternate
flextime Flexible work hours.

job sharing An arrangement that
allows two or more individuals to split
a traditional 40-hour-a-week job.
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Source: AP Photo/Reed Saxon

Accounting firm Ernst & Young
has created a supportive culture of
flexibility that allows employees
to control where, when, and how
their work gets accomplished. The
company encourages employees to
utilize flexible work hours to meet
their personal and professional
goals while still providing the highest quality of service to customers.
Employees value their flexible work
options that include shorter workweeks, working from home, and
varying start and finish times of their
work days. Giving employees freedom in scheduling their work helps
Ernst & Young attract and retain a
satisfied, motivated, and loyal work
force. In this photo, Ernst &
Young employees work on the process of tabulating ballots for the
Golden Globe Awards.

days. For example, top Ford engineers Julie Levine and Julie Rocco engage
in a job-sharing program that allows both of them to spend time with their
families while working on the time-intensive job of redesigning the Explorer
crossover. Typically, one of the pair will work late afternoons and evenings
while the other works mornings. They both agree that the program has worked
well, although making such a relationship work requires a great deal of time
and preparation.23
Approximately 19 percent of large organizations now offer job sharing.24
Reasons it is not more widely adopted are likely the difficulty of finding compatible partners to share a job and the historically negative perceptions of individuals not completely committed to their job and employer.
Job sharing allows an organization to draw on the talents of more than
one individual in a given job. A bank manager who oversees two job sharers
describes it as an opportunity to get two heads but “pay for one.”25 It also opens
the opportunity to acquire skilled workers—for instance, women with young
children and retirees—who might not be available on a full-time basis.26 Many
Japanese firms are increasingly considering job sharing—but for a very different reason.27 Because Japanese executives are extremely reluctant to fire people, job sharing is seen as a potentially humanitarian means of avoiding layoffs
due to overstaffing.
From the employee’s perspective, job sharing increases flexibility and can
increase motivation and satisfaction when a 40-hour-a-week job is just not practical. But the major drawback is finding compatible pairs of employees who can
successfully coordinate the intricacies of one job.28
Telecommuting It might be close to the ideal job for many people. No
commuting, flexible hours, freedom to dress as you please, and few or no interruptions from colleagues. It’s called telecommuting, and it refers to working at
home at least 2 days a week on a computer linked to the employer’s office.29
(A closely related term—the virtual office—describes working from home on a
relatively permanent basis.)
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The U.S. Department of the Census estimated there had been a 25 percent increase in self-employed home-based workers from 1999 to 2005, and a
20 percent increase in employed workers who work exclusively from home.30
One recent survey of more than 5,000 HR professionals found that 35 percent
of organizations allowed employees to telecommute at least part of the time,
and 21 percent allowed employees to telecommute full-time.31 Well-known
organizations that actively encourage telecommuting include AT&T, IBM,
American Express, Sun Microsystems, and a number of U.S. 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—
such as telemarketers, customer-service representatives, reservation agents, and
product-support specialists—are natural candidates. As telecommuters, they can
access information on their computers at home as easily as in the company’s
office.
The potential pluses of telecommuting include a larger labor pool from
which to select, higher productivity, less turnover, improved morale, and
reduced office-space costs. A positive relationship exists between telecommuting and supervisor performance ratings, but any relationship between telecommuting and potentially lower turnover intentions has not been substantiated
in research to date.34 The major downside for management is less direct
supervision of employees. In today’s team-focused workplace, telecommuting
may make it more difficult to coordinate teamwork and can reduce knowledge
transfer in organizations.35 From the employee’s standpoint, telecommuting
can offer a considerable increase in flexibility and job satisfaction—but not
without costs.36 For employees with a high social need, telecommuting can
increase feelings of isolation and reduce job satisfaction. And all telecommuters are 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.

The Social and Physical Context of Work
Robin and Chris both graduated from college a couple years ago with degrees
in elementary education and became first-grade teachers in different school
districts. Robin immediately confronted a number of obstacles: several longterm employees were hostile to her hiring, there was tension between administrators and teachers, and students had little interest in learning. Chris had
a colleague who was excited to work with a new graduate, students who were
excited about academics, and a highly supportive principal. Not surprisingly, at
the end of the first year, Chris had been a considerably more effective teacher
than Robin.
The job characteristics model shows most employees are more motivated
and satisfied when their intrinsic work tasks are engaging. However, having the
most interesting workplace characteristics in the world may not always lead to
satisfaction if you feel isolated from your co-workers, and having good social relationships can make even the most boring and onerous tasks more fulfilling.

telecommuting Working from home at
least two days a week on a computer
that is linked to the employer’s office.
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Source: Russell Gordon / DanitaDelimont.com “Danita Delimont Photography”/Newscom

FedEx provides two services: the
physical transportation and distribution of packages and the information systems that identify and
track the location of packages at
any time. Jobs involved in physically
transporting packages, such as the
employee shown here serving a
customer at a FedEx office, are not
suitable candidates for telecommuting. But in operating one of
the world’s largest computer and
telecommunications networks for
recording and tracking shipments,
FedEx provides many computerbased jobs for telecommuters who
help the firm process more than
20 million transactions daily.

Research demonstrates that social aspects and work context are as important as
other job design features.38 Policies such as job rotation, worker empowerment,
and employee participation have positive effects on productivity, at least partially
because they encourage more communication and a positive social environment.
Some social characteristics that improve job performance include interdependence, social support, and interactions with other people outside work.
Social interactions are strongly related to positive moods and give employees
more opportunities to clarify their work role and how well they are performing.
Social support gives employees greater opportunities to obtain assistance with
their work. Constructive social relationships can bring about a positive feedback loop as employees assist one another in a “virtuous circle.”
The work context is also likely to affect employee satisfaction. Hot, loud, and
dangerous work is less satisfying than work conducted in climate-controlled,
relatively quiet, and safe environments. This is probably why most people would
rather work in a coffee shop than a metalworking foundry. Physical demands make
people physically uncomfortable, which is likely to show up in lower levels of job
satisfaction.
To assess why an employee is not performing to his or her best level, see
whether the work environment is supportive. Does the employee have adequate
tools, equipment, materials, and supplies? Does the employee have favorable
working conditions, helpful co-workers, supportive work rules and procedures,
sufficient information to make job-related decisions, and adequate time to do a
good job? If not, performance will suffer.

Employee Involvement
Employee involvement is a participative process that uses employees’ input to
increase their commitment to the organization’s success. The logic is that if
we engage workers in decisions that affect them and increase their autonomy
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Source: AP Photo/Jacquelyn Martin

and control over their work lives, they will become more motivated, more
committed to the organization, more productive, and more satisfied with
their jobs.39
Employee involvement programs differ among countries.40 A study of four
countries, including the United States and India, confirmed the importance of
modifying practices to reflect national culture.41 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.42

Examples of Employee Involvement Programs
Let’s look at two major forms of employee involvement—participative management and representative participation—in more detail.
Empowerment is a corporate value
at Wegmans Food Markets Inc., a
regional supermarket chain that
involves its employees in making
decisions that affect their work and
please their customers. This familyrun company empowers employees,
such as the chef shown here at a
café within a Wegmans store, to
make on-the-spot decisions without
consulting their immediate supervisors. For example, if a customer
wants a product that Wegmans
doesn’t stock, any employee can
initiate the process of procuring the
item for the customer. Wegmans
believes that empowering employees leads to higher job satisfaction
and productivity.

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 promoted as a panacea for poor morale and low
productivity. But for it to work, employees must be engaged in issues relevant
to their interests so they’ll be motivated, they must have the competence and
knowledge to make a useful contribution, and trust and confidence must exist
among all parties.43
Studies of the participation–performance relationship have yielded mixed
findings.44 Organizations that institute participative management do have
higher stock returns, lower turnover rates, and higher estimated labor productivity, although these effects are typically not large.45 A careful review of
research at the individual level shows participation typically has only a modest influence on employee productivity, motivation, and job satisfaction.
Of course, this doesn’t mean participative management can’t be beneficial
under the right conditions. However, it is not a sure means for improving
performance.

4

Representative Participation Almost every country in western Europe requires companies to practice representative participation, called “the most
widely legislated form of employee involvement around the world.”46 Its goal
is to redistribute power within an organization, putting labor on a more equal
footing with the interests of management and stockholders by letting workers
be represented by a small group of employees who actually participate.
The two most common forms are works councils and board representatives.47 Works councils are groups of nominated or elected employees who must
be consulted when management makes decisions about employees. Board representatives are employees who sit on a company’s board of directors and represent employees’ interests.

Give examples of employee
involvement measures and
show how they can motivate
employees.

employee involvement A participative
process that uses the input of
employees and is intended to
increase employee commitment to an
organization’s success.

participative management A process

representative participation

in which subordinates share a
significant degree of decision-making
power with their immediate superiors.

A system in which workers
participate in organizational decision
making through a small group of
representative employees.
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The influence of representative participation on working employees seems
to be minimal.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 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 performance,
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 people.
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.
And extensive employee involvement programs clearly have the potential to
increase employee intrinsic motivation in work tasks.

Using Rewards to Motivate Employees

5

Demonstrate how the
different types of variablepay programs can increase
employee motivation.

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 in keeping top talent. A 2006 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 top reason.50
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 recognition 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 external competitiveness of an organization’s pay relative to pay
elsewhere in its industry (usually established through pay surveys). Obviously,
the best pay system pays what the job is worth (internal equity) while also paying
competitively relative to the labor 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 paying below market (namely, higher turnover as people are lured
to better-paying jobs). Walmart, for example, pays less than its competitors and
often outsources jobs overseas. Chinese workers in Shenzhen earn $120 a month
(that’s $1,440 per year) to make stereos for Walmart. Of the 6,000 factories that
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are worldwide suppliers to Walmart, 80 percent are located in China. In fact,
one-eighth of all Chinese exports to the United States go to Walmart.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 employees 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. It’s a strategic decision an organization must make,
with clear trade-offs.

How to Pay: Rewarding Individual Employees
Through Variable-Pay Programs

First grade teacher Kim Hemmis at
Will Rogers Elementary School in
Houston, Texas, is eligible to receive
a bonus when her students make
progress on state and national
achievement tests. The city’s
school board adopted a merit pay
“Teacher Performance Plan” that
rewards teachers who work hard
and whose students show academic
improvement. The plan motivates
teachers by basing part of their pay
on performance rather than only
on seniority or degrees. The move
toward rewarding teachers with
bonuses for individual performance
follows the widespread adoption
of variable-pay plans in many businesses and government agencies.

variable-pay program A pay
plan that bases a portion of an
employee’s pay on some individual
and/or organizational measure of
performance.

Source: AP Photo/David J. Phillip

“Why should I put any extra effort into this job?” asked Anne Garcia, a fourthgrade elementary schoolteacher in Denver, Colorado. “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?” Comments like Anne’s have been voiced
by schoolteachers for decades because pay increases were tied to seniority.
Recently, however, a number of states have revamped their compensation systems to motivate people like Anne by tying teacher pay levels to results in the
classroom in various ways, and other states are considering such programs.53
A number of organizations are moving away from paying solely on credentials or
length of service. Piece-rate plans, merit-based pay, bonuses, profit sharing, gainsharing, 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. Earnings therefore fluctuate up and down.54
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Variable-pay plans have long been used to compensate salespeople and
executives. Some estimates suggest more than 70 percent of U.S. companies
have some form of variable-pay plan, up from only about 5 percent in 1970.55
Moreover, recent research shows that 26 percent of U.S. companies have either
increased or plan to increase the proportion of variable pay in employee pay
programs, and another 40 percent have already recently increased the proportion of variable pay.56 Unfortunately, most employees still don’t see a strong
connection between pay and performance. Only 29 percent say their performance is rewarded when they do a good job.57
The fluctuation in variable pay is what makes these programs attractive to
management. It turns part of an organization’s fixed labor costs into a variable
cost, thus reducing expenses when performance declines. When the U.S. economy encountered a recession in 2001 and 2008, companies with variable pay were
able to reduce their labor costs much faster than others.58 When pay is tied to
performance, the employee’s earnings also recognize contribution rather than
being a form of entitlement. Over time, low performers’ pay stagnates, while high
performers enjoy pay increases commensurate with their contributions.
Let’s examine the different types of variable-pay programs in more detail.
Piece-Rate Pay The piece-rate pay plan has long been popular as a means of
compensating production workers with a fixed sum for each unit of production
completed. A pure piece-rate plan provides no base salary and pays the employee only for what he or she produces. Ballpark workers selling peanuts and
soda are frequently paid this way. If they sell 40 bags of peanuts at $1 each, their
take is $40. The harder they work and the more peanuts they sell, the more
they earn. The limitation of these plans is that they’re not feasible for many
jobs. Surgeons earn significant salaries regardless of their patients’ outcomes.
Would it be better to pay them only if their patients fully recover? It seems
unlikely that most would accept such a deal, and it might cause unanticipated
consequences as well (such as surgeons avoiding patients with complicated or
terminal conditions). So, although incentives are motivating and relevant for
some jobs, it is unrealistic to think they can constitute the only piece of some
employees’ pay.
Merit-Based Pay A merit-based pay plan pays for individual performance based
on performance appraisal ratings. A main advantage is that people thought to
be high performers can get bigger raises. If designed correctly, merit-based
plans let individuals perceive a strong relationship between their performance
and their rewards.59
Most large organizations have merit pay plans, especially for salaried employees. IBM increases employees’ base salary based on annual performance
evaluations. Since the 1990s, when the economy stumbled badly, an increasing
number of Japanese companies have abandoned seniority-based pay in favor of
merit-based pay. Koichi Yanashita of Takeda Chemical Industries, commented,
“The merit-based salary system is an important means to achieve goals set by the
company’s top management, not just a way to change wages.”60
To motivate and retain the best, more companies are increasing the differential between top and bottom performers. The consulting firm Hewitt
Associates found that in 2006, employers gave their best performers roughly
10 percent raises, compared to 3.6 percent for average performers and 1.3 percent for below-average performers. These differences have increased over time.
Martyn Fisher of Imperial Chemical in the United Kingdom said his company
widened the merit pay gap between top and average performers because “as
much as we would regret our average performers leaving, we regret more an
above-target performer leaving.”61
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Despite their intuitive appeal, merit pay plans have several limitations. One
is that they are typically based on an annual performance appraisal and thus are
only as valid as the performance ratings. Another limitation is that the pay-raise
pool fluctuates on economic or other conditions that have little to do with individual performance. One year, a colleague at a top university who performed
very well in teaching and research was given a pay raise of $300. Why? Because
the pay-raise pool was very small. Yet that is hardly pay-for-performance. Finally,
unions typically resist merit pay plans. Relatively few teachers are covered by
merit pay for this reason. Instead, seniority-based pay, where all employees get
the same raises, predominates.
Bonuses An annual bonus is a significant component of total compensation
for many jobs. Among Fortune 100 CEOs, the bonus (mean of $1.01 million)
generally exceeds the base salary (mean of $863,000). But bonus plans increasingly include lower-ranking employees; many companies now routinely reward
production employees with bonuses in the thousands of dollars when profits
improve. The incentive effects of performance bonuses should be higher than
those of merit pay because, rather than paying for performance years ago (that
was rolled into base pay), bonuses reward recent performance. When times
are bad, firms can cut bonuses to reduce compensation costs. Steel company
Nucor, for example, guarantees employees only about $10 per hour, but bonuses can be substantial. In 2006, the average Nucor worker made roughly
$91,000. When the recession hit, bonuses were cut dramatically: in 2009, total
pay had dropped 40 percent.62
This example also highlights the downside of bonuses: employees’ pay is more
vulnerable to cuts. This is problematic when bonuses are a large percentage of

piece-rate pay plan A pay plan in
which workers are paid a fixed sum for
each unit of production completed.

Source: s70/ZUMA Press/Newscom

Walmart is an organization that
includes hourly workers in the company’s bonus plan. In this photo,
a Walmart manager distributes
bonus checks to store employees.
The bonus amount for employees
depends on their full- or part-time
status and on the amount of profit
individual stores earn each year.
Hourly workers also have the potential to receive additional quarterly
bonuses based on their store’s performance. Employees who go above
and beyond in helping customers
are also eligible for customer satisfaction bonuses. Bonuses give
Walmart employees an incentive to
increase sales and improve customer
service.

merit-based pay plan A pay plan

bonus A pay plan that rewards

based on performance appraisal
ratings.

employees for recent performance
rather than historical performance.
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total pay or when employees take bonuses for granted. “People have begun
to live as if bonuses were not bonuses at all but part of their expected annual
income,” said Jay Lorsch, a Harvard Business School professor. KeySpan Corp., a
9,700-employee utility company in New York, tried to combine yearly bonuses with
a smaller merit-pay raise. Elaine Weinstein, KeySpan’s senior vice president of HR,
credits the plan with changing the culture from “entitlement to meritocracy.”63
Skill-Based Pay Skill-based pay (also called competency-based or knowledge-based
pay) is an alternative to job-based pay that bases pay levels on how many skills
employees have or how many jobs they can do.64 For employers, the lure of
skill-based pay plans is increased flexibility of the workforce: staffing is easier
when employee skills are interchangeable. Skill-based pay also facilitates
communication across the organization because people gain a better understanding of each other’s jobs. One study found that across 214 different organizations, skill-based pay was related to higher levels of workforce flexibility,
positive attitudes, membership behaviors, and productivity.65 Another study
found that over 5 years, a skill-based pay plan was associated with higher levels
of individual skill change and skill maintenance.66 These results suggest that
skill-based pay plans are effective in achieving their stated goals.
What about the downsides? People can “top out”—that is, they can learn
all the skills the program calls for them to learn. This can frustrate employees after they’ve been challenged by an environment of learning, growth, and
continual pay raises. IDS Financial Services67 found itself paying people more
even though there was little immediate use for their new skills. IDS eventually
dropped its skill-based pay plan for one that equally balances individual contribution and gains in work-team productivity. Finally, skill-based plans don’t
address level of performance but only whether someone can perform the skill.
Perhaps reflecting these weaknesses, one study of 97 U.S. companies using
skill-based pay plans found that 39 percent had switched to a more traditional
market-based pay plan 7 years later.68
Profit-Sharing Plans A profit-sharing plan distributes compensation based on
some established formula designed around a company’s profitability. Compensation can be direct cash outlays or, particularly for top managers, allocations of
stock options. When you read about executives like Oracle’s Larry Ellison earning $75.33 million in pay, it almost all (88.8 percent in Ellison’s case) comes
from cashing in stock options previously granted based on company profit
performance. Not all profit-sharing plans are so grand in scale. Jacob Luke,
age 13, started his own lawn-mowing business after getting a mower from his
uncle. Jacob employs his brother, Isaiah, and friend, Marcel Monroe, and pays
them each 25 percent of the profits he makes on each yard. Profit-sharing plans
at the organizational level appear to have positive impacts on employee attitudes; employees report a greater feeling of psychological ownership.69
Gainsharing Gainsharing70 is a formula-based group incentive plan that uses
improvements in group productivity from one period to another to determine
the total amount of money allocated. Its popularity seems narrowly focused
among large manufacturing companies, although some health care organizations have experimented with it as a cost-saving mechanism. Gainsharing differs
from profit sharing in tying rewards to productivity gains rather than profits,
so employees can receive incentive awards even when the organization isn’t
profitable. Because the benefits accrue to groups of workers, high performers
pressure weaker ones to work harder, improving performance for the group as
a whole.71
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Employee Stock Ownership Plans An employee stock ownership plan (ESOP)
is a company-established benefit plan in which employees acquire stock, often
at below-market prices, as part of their benefits. Companies as varied as Publix Supermarkets and W. L. Gore & Associates are now more than 50 percent
employee-owned.72 But most of the 10,000 or so ESOPs in the United States are
in small, privately held companies.73
Research on ESOPs indicates they increase employee satisfaction and innovation.74 But their impact on performance is less clear. ESOPs have the potential to increase employee job satisfaction and work motivation, but employees
need to psychologically experience ownership.75 That is, in addition to their
financial stake in the company, they need to be kept regularly informed of the
status of the business and have the opportunity to influence it in order to significantly improve the organization’s performance.76
ESOP plans for top management can reduce unethical behavior. CEOs are
more likely to manipulate firm earnings reports to make themselves look good
in the short run when they don’t have an ownership share, even though this
manipulation will eventually lead to lower stock prices. However, when CEOs
own a large amount of stock, they report earnings accurately because they don’t
want the negative consequences of declining stock prices.77
Evaluation of Variable Pay Do variable-pay programs increase motivation and
productivity? Studies generally support the idea that organizations with profitsharing plans have higher levels of profitability than those without them.78
Profit-sharing plans have also been linked to higher levels of employee affective commitment, especially in small organizations.79 Similarly, gainsharing
has been found to improve productivity in a majority of cases and often has
a positive impact on employee attitudes.80 Another study found that whereas
piece-rate pay-for-performance plans stimulated higher levels of productivity,
this positive affect was not observed for risk-averse employees. Thus, economist
Ed Lazear seems generally right when he says, “Workers respond to prices just
as economic theory predicts. Claims by sociologists and others that monetizing
incentives may actually reduce output are unambiguously refuted by the data.”
But that doesn’t mean everyone responds positively to variable-pay plans.81
You’d probably think individual pay systems such as merit pay or pay-forperformance work better in individualistic cultures such as the United States
or that group-based rewards such as gainsharing or profit sharing work better
in collectivistic cultures. Unfortunately, there isn’t much research on the issue. One recent study did suggest that employee beliefs about the fairness of
a group incentive plan were more predictive of pay satisfaction in the United
States than in Hong Kong. One interpretation is that U.S. employees are more
critical in appraising a group pay plan, and therefore, it’s more critical that the
plan be communicated clearly and administered fairly.82

Flexible Benefits: Developing a Benefits Package

6

Show how flexible
benefits turn benefits
into motivators.

Todd Evans is married and has three young children; his wife is at home fulltime. His Citigroup colleague Allison Murphy is married too, but her husband
has a high-paying job with the federal government, and they have no children.

skill-based pay A pay plan that sets

profit-sharing plan An organization-

pay levels on the basis of how many
skills employees have or how many
jobs they can do.

wide program that distributes
compensation based on some
established formula designed
around a company’s profitability.
gainsharing A formula-based group
incentive plan.

employee stock ownership plan
(ESOP) A company-established
benefits plan in which employees
acquire stock, often at below-market
prices, as part of their benefits.
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An Ethical Choice

Identifying Conflicts of Interest

M

anagers often find themselves
needing to take multiple perspectives at the same time,
and sometimes they are motivated by
rewards to take actions that are unethical. Financial auditors, actuaries, and
accountants have a legal responsibility
to accurately report on clients’ records,
but they might also be tempted to present an overly positive picture to please
a client and secure commissions for
future work. Leading up to the financial
collapse of 2008, credit rating agencies
gave AAA ratings to collateralized mortgage securities that were of dubious
value, possibly because they were paid
by the very companies they were supposed to regulate.
It’s sometimes tough to recognize conflicts of interest when they

occur. Max Bazerman from Harvard
University and his colleagues have
been exploring the psychological
processes that lead to “motivated
blindness”—a tendency to only see
what you want to see. For example, a
car salesperson motivated by a commission to sell as much as possible
might subconsciously overlook evidence that a customer won’t be able
to afford payments. A pharmaceutical
researcher might fudge data from clinical trials in hopes of securing a bonus
for bringing a new drug to market. In
cases like these, financial rewards
may amplify conflicts of interest.
What helps minimize conflicts of
interest? The most important step
is to beware of motivated blindness
and be honest about where conflicts

exist. Be aware of biases that might
creep into your perceptions when
money is at stake. Another possibility is to provide explicit rewards for
behaviors like producing critical reports or detecting problems with organizational systems, especially if the
responsible party has a motivation to
obtain a positive result.

Sources: S. Gunz and S. van der Laan,
“Actuaries, Conflicts of Interest and
Professional Independence: The Case
of James Hardie Industries Limited,”
Journal of Business Ethics 98, no. 4
(2011), pp. 583–596; M. H. Bazerman and
A. E. Tenbrunsel, “Ethical Breakdowns,”
Harvard Business Review (April 2011),
pp. 58–65; and D. A. Moore, L. Tanlu, and
M. H. Bazerman, “Conflict of Interest
and the Intrusion of Bias,” Judgment and
Decision Making 5, no. 1 (2010), pp. 37–53.

Todd is concerned about having a good medical plan and enough life insurance to support his family in case it’s needed. In contrast, Allison’s husband
already has her medical needs covered on his plan, and life insurance is a low
priority. Allison is more interested in extra vacation time and long-term financial benefits such as a tax-deferred savings plan.
A standardized benefits package would be unlikely to meet the needs of
Todd and Allison well. Citigroup could, however, cover both sets of needs with
flexible benefits.
Consistent with expectancy theory’s thesis that organizational rewards
should be linked to each individual employee’s goals, flexible benefits individualize rewards by allowing each employee to choose the compensation package
that best satisfies his or her current needs and situation. These plans replace
the “one-benefit-plan-fits-all” programs designed for a male with a wife and two
children at home that dominated organizations for more than 50 years.83 Fewer
than 10 percent of employees now fit this image: about 25 percent are single,
and one-third are part of two-income families with no children. Flexible benefits can accommodate differences in employee needs based on age, marital
status, spouses’ benefit status, and number and age of dependents.
The three most popular types of benefits plans are modular plans, core-plus
options, and flexible spending accounts.84 Modular plans are predesigned packages or modules of benefits, each of which meets the needs of a specific group of
employees. A module designed for single employees with no dependents might
include only essential benefits. Another, designed for single parents, might have
additional life insurance, disability insurance, and expanded health coverage. Coreplus plans consist of a core of essential benefits and a menulike selection of others
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Source: Owen Brewer / Sacramento Bee /Newscom

from which employees can select. Typically, each employee is given “benefit credits,” which allow the purchase of additional benefits that uniquely meet his or her
needs. Flexible spending plans allow employees to set aside pretax dollars up to the
dollar amount offered in the plan to pay for particular benefits, such as health care
and dental premiums. Flexible spending accounts can increase take-home pay because employees don’t pay taxes on the dollars they spend from these accounts.
Today, almost all major corporations in the United States offer flexible benefits. And they’re becoming the norm in other countries, too. A recent survey
of 211 Canadian organizations found that 60 percent offer flexible benefits, up
from 41 percent in 2005.85 And a similar survey of firms in the United Kingdom
found that nearly all major organizations were offering flexible benefits programs, with options ranging from private supplemental medical insurance to
holiday trading, discounted bus travel, and childcare vouchers.86

Intrinsic Rewards: Employee Recognition Programs

Employees of software developer
Oracle Corporation, shown here in
the company’s cafeteria, receive a
basic benefits package and may also
choose coverage levels and additional benefits that meet their specific individual needs and the needs
of their dependents. The OracleFlex
plan gives employees flex credits
they can use to purchase benefits
so they can control the amount
they spend for each benefit option.
Employees with remaining credits
may direct them to taxable income
or to their 401(k) savings, health
care reimbursement, or dependent
care reimbursement accounts.

7

Identify the motivational
benefits of intrinsic rewards.

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.

Laura Schendell makes only $8.50 per hour working at her fast-food job in
Pensacola, Florida, and the job isn’t very challenging or interesting. Yet Laura
talks enthusiastically about the job, her boss, and the company that employs
her. “What I like is the fact that Guy [her supervisor] appreciates the effort
I make. He compliments me regularly in front of the other people on my shift,
and I’ve been chosen Employee of the Month twice in the past six months.
Did you see my picture on that plaque on the wall?”
Organizations are increasingly recognizing what Laura knows: important
work rewards can be both intrinsic and extrinsic. Rewards are intrinsic in the
form of employee recognition programs and extrinsic in the form of compensation systems. In this section, we deal with ways in which managers can reward
and motivate employee performance.
Employee recognition programs range from a spontaneous and private
thank-you to widely publicized formal programs in which specific types of behavior are encouraged and the procedures for attaining recognition are clearly
identified. Some research suggests financial incentives may be more motivating
in the short term, but in the long run it’s nonfinancial incentives.87
A few years ago, 1,500 employees were surveyed in a variety of work settings
to find out what they considered the most powerful workplace motivator. Their
response? Recognition, recognition, and more recognition. As illustrated in
Exhibit 8-4, Phoenix Inn, a West Coast chain of small hotels, encourages employees to smile by letting customers identify this desirable behavior and then
recognizing winning employees with rewards and publicity.
An obvious advantage of recognition programs is that they are inexpensive, since praise is free!88 As companies and government organizations face
tighter budgets, nonfinancial incentives become more attractive. Everett Clinic
in Washington State uses a combination of local and centralized initiatives to
encourage managers to recognize employees.89 Employees and managers give
“Hero Grams” and “Caught in the Act” cards to colleagues for exceptional accomplishments at work. Part of the incentive is simply to receive recognition,
but there are also drawings for prizes based on the number of cards a person receives. Managers are trained to use the programs frequently and effectively to reward good performance. Multinational corporations like Symantec
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Exhibit 8-4

glOBalization!

Motivated by Individual Goals or Relational Goals?

I

n previous chapters, we discussed
differences between cultures in
terms of the level of individualism
or collectivism. Do these differences
extend to motivation? Most research
suggests they do, and differences
between self-oriented and collectivistic cultures will affect behavior in
meaningful ways.
Psychologists have consistently
demonstrated differences in the ways
personal or group-based achievements
are valued. In cultures that emphasize
collective orientation, people strive to
achieve goals that benefit the whole
group and find processes that isolate
individual performance and achievement. People from these cultures admire “team players” and those who
help and support one another. Cultures

that emphasize individual orientation
are marked by striving to achieve personal goals and a lack of attention to
what benefits the group as a whole.
People from these cultures are more
likely to admire “star performers” and
those who accomplish their ends independently.
These differences in individual
or relational motivation might even
affect the type of practices found
in organizations and the ways that
people behave. Some authors propose that human resource systems
can influence whether individualistic
or collectivistic motivation is stronger. Collective bargaining structures
and group-based decision making are
more prevalent in collectivistic countries, whereas more individualistic

societies like the United States are
noted for individual performance rating and individual rewards. Thus, management systems might well support
or even enhance the individualistic or
collectivistic nature of a culture.

Sources: C. K. W. De Dreu and A. Nauta,
“Self-Interest and Other-Orientation in
Organizational Behavior: Implications for
Job Performance, Prosocial Behavior, and
Personal Initiative,” Journal of Applied
Psychology 94, no. 4 (2009), pp. 913–926;
J. S. Gore, S. E. Cross, and C. Kanagawa,
“Acting in Our Interests: Relational SelfConstrual and Goal Motivation Across
Cultures,” Motivation and Emotion 33, no. 1
(2009), pp. 75–87; and K. W. Mossholder,
H. A. Richardson, and R. P. Settoon, “Human
Resource Systems and Helping in Organizations: A Relational Perspective,” Academy
of Management Review 36, no. 1 (2011),
pp. 33–52.
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Corporation have also increased their use of recognition programs. Centralized
programs across multiple offices in different countries can help ensure that
all employees, regardless of where they work, can be recognized for their
contribution to the work environment.90 Another study found that recognition
programs are common in both Canadian and Australian firms as well.91
Despite the increased popularity of employee recognition programs, critics argue they are highly susceptible to political manipulation by management.
When applied to jobs for which performance factors are relatively objective,
such as sales, recognition programs are likely to be perceived by employees
as fair. However, in most jobs, the criteria for good performance aren’t selfevident, which allows managers to manipulate the system and recognize their
favorites. Abuse can undermine the value of recognition programs and demoralize employees.

MyManagementLab
Now that you have finished this chapter, go back to www.mymanagementlab.com to continue
practicing and applying the concepts you’ve learned.

Summary and Implications for Managers
Although it’s always dangerous to synthesize a large number of complex ideas,
the following suggestions summarize what we know about motivating employees in organizations.
●

●

●

●

●

Recognize individual differences. Managers should be sensitive to individual differences. For example, employees from Asian cultures prefer not
to be singled out as special because it makes them uncomfortable. Spend
the time necessary to understand what’s important to each employee.
This allows you to individualize goals, level of involvement, and rewards
to align with individual needs. Design jobs to align with individual needs
and maximize their motivation potential.
Use goals and feedback. Employees should have firm, specific goals, and
they should get feedback on how well they are faring in pursuit of those
goals.
Allow employees to participate in decisions that affect them. Employees
can contribute to setting work goals, choosing their own benefits packages, and solving productivity and quality problems. Participation can
increase employee productivity, commitment to work goals, motivation,
and job satisfaction.
Link rewards to performance. Rewards should be contingent on performance, and employees must perceive the link between the two. Regardless
of how strong the relationship is, if individuals perceive it to be weak,
the results will be low performance, a decrease in job satisfaction, and an
increase in turnover and absenteeism.
Check the system for equity. Employees should perceive that experience, skills, abilities, effort, and other obvious inputs explain differences
in performance and hence in pay, job assignments, and other obvious
rewards.
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“If Money Doesn’t Make You Happy,
You Aren’t Spending It Right”
POINT

A

s was noted in Chapter 3, some research suggests the
relationship between pay and happiness isn’t very
strong. But pay can be a powerful motivator. It’s simply
that sometimes we’re motivated to pursue things that have a
limited ability to make us happy.
However, the story doesn’t end there. New research
suggests it’s what we want to do with money that is most
important. Specifically, spending money on experiences makes
us happier than spending it on possessions. That is, vacations,
entertainment, and sports make people happier. Extra money
spent on material objects—clothes, jewelry, cars, furniture—
did not make these people happier.
One study found that $30,000 spent on leisure over several
seasons had as positive an effect on life satisfaction as did getting married.
One of the reasons spending on experiences is money well
spent is that experiences build relationships, and evidence
reliably shows that relationships make people happier. Other
research shows that people tend to look back on experiences
sentimentally (you tend to forget that dirty hotel room in Prague
and instead remember fondly the Charles Bridge at night); they
don’t attach this same sentimentality when thinking about their
possessions.
One researcher has even calibrated that, in terms of
the happiness produced by spending money on something,
experiences beat possessions three-to-one.
Thus, it’s OK to be motivated by money. Just pay attention to
how you spend what you earn.

COUNTERPOINT

M

oney doesn’t do much to improve happiness after
existence needs (food, clothing, and shelter) are
met. Why worry about what aspects of spending
money make us happy when money doesn’t appear to matter
much at all? Research should instead be directed toward
understanding why such a powerful motivator is such a pitiful
satisfier.
What should motivate us? We know social relationships
are important to happiness and well-being. Keeping in touch
with friends, spending meaningful time with family, building
positive and supportive relationships at work—those are what
really matter, and none of them have a thing to do with making
money.
Activity also contributes to happiness—not only physical
activity like exercise, but being proactive too. When people
reflect back on their lives, they are much more likely to regret
actions they never took, as opposed to the ones they did.
Money is not evil. We need it to acquire the basic elements
of survival. But after those basic needs are met, we should
realize our pursuit of money to make us happy is a fallacy. We
can recall an inexpensive camping trip as fondly as a stay at a
five-star hotel. Thus, we should take jobs that have interesting
and meaningful work, not those that command the highest
wages. In managing others, we should create a culture that
motivates by building relationships, giving others autonomy
and input, and pursing work people see as important and
challenging.

Source: S. Rosenbloom, “But Will It Make You Happy?” The New York Times (August 8, 2010), pp. B1, B4; J. Axelrod, “Want
to Be Happy? Don’t Just Sit There,” CBS News (March 3, 2011), downloaded May 10, 2011, from www.cbsnews.com/; and
J. Quoidbach, E. W. Dunn, K. V. Petrides, and M. Mikolajczak, “Money Giveth, Money Taketh Away: The Dual Effect of Wealth
on Happiness,” Psychological Science, in press.
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QUESTIONS FOR REVIEW

1

4

2

5

3

6
7

What is the job characteristics model? How does it
motivate employees?
What are the three major ways that jobs can be
redesigned? In your view, in what situations would one
of the methods be favored over the others?
What are the three alternative work arrangements of
flextime, job sharing, and telecommuting? What are the
advantages and disadvantages of each?

EXPERIENTIAL EXERCISE

What are employee involvement programs? How might
they increase employee motivation?
What is variable pay? What are the variable-pay
programs that are used to motivate employees? What are
their advantages and disadvantages?
How can flexible benefits motivate employees?
What are the motivational benefits of intrinsic rewards?

Assessing Employee Motivation and Satisfaction
Using the Job Characteristics Model

Purpose
This exercise will help you examine outcomes of the job
characteristics model for different professions.
Time
Approximately 30 to 45 minutes.
Background
Data were collected on 6,930 employees in 56 different
organizations in the United States, using the Job Diagnostic
Survey. The following table contains data on the five core
job dimensions of the job characteristics model for several
professions. Also included are growth-needs strength,
internal motivation, and pay satisfaction for each profession. The values are averages based on a 7-point scale.

Instructions
1. Break into groups of three to five.
2. Calculate the MPS score for each of the professions
and compare them. Discuss whether you think these
scores accurately reflect your perceptions of the
motivating potential of these professions.
3. Graph the relationship between each profession’s
core job dimensions and its corresponding value
for internal motivation and for pay satisfaction,
using the core job dimensions as independent
variables. What conclusions can you draw about
motivation and satisfaction of employees in these
professions?

Job Characteristics Averages for Six Professions
Profession
Professional/
Technical
5.4

Managerial
5.6

Sales
4.8

Service
5.0

Clerical
4.0

Machine
Trades
5.1

Task identity

5.1

4.7

4.4

4.7

4.7

4.9

Task significance

5.6

5.8

5.5

5.7

5.3

5.6

Autonomy

5.4

5.4

4.8

5.0

4.5

4.9

Feedback

5.1

5.2

5.4

5.1

4.6

4.9

Growth-needs strength

5.6

5.3

5.7

5.4

5.0

4.8

Internal motivation

5.8

5.8

5.7

5.7

5.4

5.6

Pay satisfaction

4.4

4.6

4.2

4.1

4.0

4.2

Variable
Skill variety

Source: Adaptation of Job Characteristics Model, pp. 78–80 from J. Richard Hackman & Greg R. Oldham, Work Redesign, 1st Edition, © 1980. Adapted by permission of Pearson Education, Inc.,
Upper Saddle River, NJ.
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ETHICAL DILEMMA

Spitting Mad

How would you like to be spat at? The answer to that
question is pretty obvious, but what may surprise you is
that spit is an occupational hazard of New York City bus
drivers. The outcomes of these incidents are even more
interesting.
In a typical 1-year period, roughly 80 New York City bus
drivers are spat upon by disgruntled passengers. These
spitting incidents (no other injury was involved) generate an average of 64 days off work—the equivalent of
3 months’ pay. In 2009, one spat-upon driver took 191 days
of paid leave. The union representing the bus drivers said
the leave was justified because being spat upon “is a physically and psychologically traumatic experience.”
The causes of passenger spitting are varied, ranging
from the MetroCard not working to perceived delays in
schedules.
Driver Raul Morales was spat upon by a passenger irate
over the fare. After the incident, Morales stopped at a
nearby McDonald’s, cleaned himself off, then finished his
shift. “I just kept on going,” he says.
As any watcher of the TV series World’s Toughest Jobs
knows, there is a lot of dangerous work out there, and bus
drivers face their own hazards. Some bus drivers have been

assaulted by passengers, including one New York City bus
driver who was stabbed to death by a passenger in 2008.
Nancy Shevell, chair of the New York City transit authority, questions whether the time off is justified by the injury.
“You have to wonder if you can go home and shower off,
take a nap, take off the rest of the day and maybe the next
day,” she said. “When it gets strung out over months, you
start to wonder.”
Questions
1. Do you think bus drivers should be able to take time
off in return for being spit at? If so, how long do you
think they should have?
2. People react differently to stressful situations. One
of the flight attendants on US Airways Flight 1549
that Captain Chesley “Sully” Sullenberger landed
on the Hudson River has not been able to go back
to work 3 years after the incident. Yet her two fellow
flight attendants have. How do you judge ethical
responsibilities and develop policy in situations where
different people react differently?
3. What ethical responsibility does New York City’s
Transit Authority have toward its bus drivers?

Sources: M. M. Grynbaum, “When Angry Passengers Spit, Bus Drivers Take Months Off,” The New York
Times (May 25, 2010), pp. A1, A20; and V. Bishop and H. Hoel, “The Customer Is Always Right?” Journal
of Consumer Culture 8, no. 3 (2008), pp. 341–367.

CASE INCIDENT 1

Multitasking: A Good Use of Your Time?

Multitasking—doing two or more things at once, or rapidly switching from one task to another—is a characteristic
of the Millennial generation. One recent study revealed
that during a typical week, 81 percent of young people report “media multitasking” at least some of the time.
Multitasking nicely illustrates our point that motivation
is not just effort but also the way you direct your efforts.
However, is the direction of efforts in multitasking efficient or inefficient?
Many people who multitask say it makes them more
efficient: “Why not do two things at once if I can accomplish about as much as if I only did one thing?” they ask.
Research, however, suggests multitasking is inefficient, that
it actually takes longer to do two things at once than to do
one thing first and then turn to the other. David Meyer, a
University of Michigan psychologist who has studied multitasking, argues, “You wind up needing to use the same sorts
of mental and physical resources for performing each of the
tasks. You’re having to switch back and forth between the
two tasks as opposed to really doing them simultaneously.”

Multitasking appears to result in adverse outcomes
beyond inefficiency. Another study found multitaskers absorb material more superficially; they notice more
things in their environment but are able to learn material less deeply. “It’s not that they can’t focus,” says one
researcher. “It’s that they focus on everything. They hear
everything—even things they would normally be able to
block out—because they are now so used to attending to
many things at once.” Others note that multitasking can
damage productivity and social relationships as individuals
devote less concentrated time and attention to the tasks
they are working on and conversations they are having.
This scattered attention is especially damaging for tasks
that require deep insight or creativity.
Questions
1. One expert who has studied multitasking calls it “a
big illusion,” arguing that multitaskers think they
are more motivated and productive even when they
aren’t. Do you consider yourself a multitasker? If
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evidence suggests multitaskers feel more stress in
their work. Multitaskers “feel a constant low-level
panic.” Do you agree? Why or why not?
4. One expert recommends we “recreate boundaries”
by training ourselves, while doing something, not to
look at other devices like cell phone or television for
increasing periods of time. Do you think you could
do that? For how long?

so, does this case make you reconsider whether
multitasking makes you more motivated or
productive?
2. The effects of multitasking have been found to be
more negative when the tasks are complex. Why do
you think this is the case?
3. You might think multitasking makes you happy.
While there is less research on this topic, some

Sources: R. A. Clay, “Mini-Multitaskers,” Monitor on Psychology 40, no. 2 (2009), pp. 38–40; D. Crenshaw,
The Myth of Multitasking: How “Doing It All” Gets Nothing Done (San Francisco: Jossey Bass, 2008), and
A. Tugend, “Multitasking Can Make You Lose . . . Um . . . Focus,” The New York Times (October 25, 2008),
p. B7.

CASE INCIDENT 2

Bonuses Can Backfire

It might seem obvious that people will be motivated by
bonuses, but many scholars question this premise. Alfie
Kohn has long suggested that workers are “punished by
rewards” and urges that organizations avoid tying rewards
to performance because of the negative consequences
that can result. As an alternative to rewards, some experts
recommend that managers foster a positive, upbeat work
environment in hopes that enthusiasm will translate into
motivation.
Although rewards can be motivating, they can reduce
employees’ intrinsic interest in the tasks they are doing.
Along these lines, Mark Lepper of Stanford University
found that children rewarded for drawing with felt-tip
pens no longer wished to use the pens at all when rewards
were removed, whereas children who were not rewarded
for using the pens were eager to use them. Similar experiments in which children completed puzzles have also
shown that increasing rewards can decrease interest in the
rewarded task. Some have questioned the extent to which
these results generalize to working adults, but concern
about rewards diminishing intrinsic motivation persists.
Rewards can also lead to misbehavior by workers.
Psychologist Edward Deci notes, “Once you start making
people’s rewards dependent on outcomes rather than behaviors, the evidence is people will take the shortest route
to those outcomes.” Consider factory workers paid purely
based on the number of units they produce. Because
only quantity is rewarded, workers may neglect quality. Executives rewarded strictly on the basis of quarterly
stock price will tend to ignore the long-term profitability

and survival of the firm; they might even engage in illegal or unethical behavior to increase their compensation.
A review of research on pay-for-performance in medicine
found that doctors who were rewarded for treatment outcomes were reluctant to take on the most serious cases,
where success was less likely.
Although there might be some problems with providing
incentives, the great majority of research cited in this and
the previous chapter shows that individuals given rewards
for behavior will be more likely to engage in the rewarded
behaviors. It is also unlikely that individuals engaged in
very boring, repetitive tasks will lose their intrinsic motivation if the task is rewarded, because they never had any
intrinsic motivation to begin with. The real issue for managers is finding an appropriate way to reward behaviors so
desired behavior is increased while less-desired behavior is
reduced.
QUESTIONS
1. Do you think that, as a manager, you would use
bonuses regularly? Why or why not?
2. Can you think of a time in your own life when being
evaluated and rewarded on a specific goal lead you to
engage in negative or unproductive behavior?
3. Do you think providing group bonuses instead of
individual bonuses would be more effective or less
effective? Why or why not?
4. How would you design a bonus/reward program to
avoid the problems mentioned in this case?

Sources: Based on N. Fleming, “The Bonus Myth” New Scientist 210 (2011), pp. 40–43; D. Woodward,
“Perking Up the Workplace,” Director (February 2011), pp. 33–34; and G. G. Scott, “How to Create a
Motivating Environment,” Nonprofit World 28 (September/October 2010), p. 9.
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