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The Blackwell Handbook of Principles of Organizational Behaviour

This international handbook identifies and explains 29 timeless management principles –
general truths that can be applied to all types of work situations. It is based on knowledge
accumulated by numerous experts over many years of research and consulting. The
chapters are readable, succinct and practical. They cover a wide range of topics including
selection, turnover, job satisfaction, work motivation, incentives, leadership, team
effectiveness, decision making, creativity, stress and technology.

This handbook is the first ever attempt to accumulate the wisdom of decades of research
and consulting and to turn this accumulated knowledge into easy to understand and
practically useful management principles. The handbook provides students and managers
with an essential resource that is neither theory divorced from practice nor practice
divorced from theory but rather the application of theory to the real world of
organizations.

This book is a must for every manager's desk and a great tool for teaching.
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This updated paperback edition of Ed Locke's acclaimed Handbook includes a keynote
essay he recently published in the AMLE Journal (2002). In it he sets out his principles-
based approach to teaching management. For students and teachers of organizational
behavior and management this is a unique guide.

Editor's Introduction
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I formulated the basic idea for this handbook as an exercise in epistemology. Let me
explain.

Over the past 30 years Organizational Behavior (OB) has become a very large field due
to an explosion of findings and the subsequent expansion of its sub-fields. It is regrettable
that more progress has been made in fragmenting the field rather than in integrating it.
Textbooks, for example, typically list dozens of theories about each sub-topic but do little
to integrate the “pieces” into an intelligible whole. The students who read these books
(typically undergraduates) therefore come away from the course with a half-memorized
jumble of disconnected and often contradictory ideas which are soon forgotten. MBAs
who are assigned textbook readings no doubt wonder how they could possibly use such
material to run a successful business.

The antidote to studying lists of disconnected theories is not to memorize lists of
disconnected concrete examples – a process which the case method may (but does not
have to) encourage. If a case is analyzed solely on its own terms, it is useless, because
every concrete situation is different from every other; thus no generalization is possible.
Generalization is only possible using principles. I used the case method for the first time
in the fall of 1999 (after 25 years of experimenting with other methods). To make sure
the students did not focus just on the events of the cases, I made them formulate useful
OB principles by induction from the case material (and a small number of assigned
readings) at the end of each class and then made them formulate meta-principles at the
end of the course. This seemed to work well. (I am sure that many people who use the
case method do the same or the equivalent.)

Let me address now the issue of what principles are and why man needs them.

Principles

A principle is a general truth; it is arrived at inductively by observing specific instances
of some phenomenon and integrating the common elements while ignoring the
differences. This is the same basic procedure that is followed when forming a concept.
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Consider the concept of triangle. One observes that a sub-set of geometric figures is
similar to each other (3–sided) and different from others (e.g., 4-, 5-, and 6-sided, round,
oblong, etc.). One focuses on the common element while abstracting out the differences
(e.g., size, color, angles) and forms a new mental unit, triangle.

Man's need for concepts and principles stems from the fact that he cannot hold in
conscious awareness more than about seven separate objects or entities at the same time.
Concepts reduce complexity by tying together an unlimited number of concretes of a
particular kind and making them into a single mental unit (e.g. the concept “house”
subsumes an unlimited number of structures of a certain type). To quote Ayn Rand,
whose epistemology was the inspiration for this volume, the function of concepts is to
attain “unit economy,” that is, “to reduce a vast amount of information to a minimal
number of units.”1 Without a method of integrating one's percepts into concepts, one
would be unable to function at a level any different from, and no higher than, the lower
animals. One would be limited to responding to what could be observed directly with the
senses at a given moment (plus whatever sensory experiences could be retained in
memory). One could see the moon and the stars but would never be able to develop the
science of astronomy.

Similarly, to extend one's knowledge one combines conceptual abstractions into
propositions or principles. A principle is a generalization based on observing numerous
specific instances of a phenomenon, e.g., “eating fruits and vegetables leads to better
health,” or “rewarding people fairly in relation to their performance promotes job
satisfaction.”

OB Principles

It can be asked why no one has thought to write a book focused around OB principles
before. There are several possible answers. The most likely is the belief (due to modern
philosophy – which is dominated by skepticism) that there aren't any valid principles
about anything. Many hold it as an axiom that “everything is contingent” – an obvious
self-contradiction. A second reason could be fear or self-doubt; many people do not want
to go out on a limb and make any general claims of truth – which would require choosing
among completing claims. A third reason could be mental laziness; why attempt to
integrate when it is easier just to list everyone's theory and let the students decide?

I believe that OB is now developed enough that it is possible to formulate general
principles. (OB and HRM overlap considerably so both fields are actually represented.) I
picked 31 topics (of which 29 actually got done) that I believed were amenable to the
identification of principles and picked outstanding subject-matter experts to write on each.
I asked that each chapter follow a common format:

 • identification of the principle and any needed sub-principles;
 • justification of the principle(s);
 • specification of implementation and/or contingency factors;
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 • illustrations of the principles through the use of some positive and negative case
examples.

I asked that the style not be too academic so that the chapters would make interesting
reading for practicing managers and MBAs as well as academics. Most of the authors did
what I asked, and I am very grateful to them for that. I make no claim that these are the
only important principles in the field. There are plenty of OB topics that are not covered
here. Another whole OB or OB-HRM volume could easily be written using the same
approach. But I believe that this is a good start. I think we know something and that this
knowledge can be promulgated in the form of principles that are accurate, understandable,
and retainable.

Because I wanted the chapters to follow a common format and style, I was much more
assertive about editing than editors normally are. Some chapters were sent back as many
as three times for reworking. I was especially concerned that the chapters not be too
academic in tone so that they would be easily understood by managers. Some of the
chapter writers had considerable difficulty writing in a non-academic style. Usually,
however, they were quite willing to rewrite. In some cases, the authors and I simply could
not come to agreement on certain matters. For example, I strongly disagreed with Bob
House and Markus Hauser that the motive of self-sacrifice (including the example of
Mother Teresa) was of any relevance to business leadership – which I believe is
motivated by egoistic passion.2 Obviously this will be an issue of continuing debate
between us.

Note Regarding Paperback Edition

Since the hardcover edition appeared, I have published an article on the subject of how to
teach management students through the use of principles. This article is reprinted on p.
435 of this edition. It should be of help to teachers who want to learn how to teach
through principles, including those who would like to try using this book in lieu of a
regular textbook. Before retiring from teaching, I used the original draft of the hardcover
edition as an undergraduate text and the results were very positive.

1 From L. Peikoff, Objectivism: The Philosophy of Ayn Rand. New York: Dutton, 1991,
p. 106.

2 E. A. Locke, The Prime Movers: Traits of the Great Wealth Creators. New York:
AMACOM Books, 2000.
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Other things equal, higher intelligence leads to better job performance on all jobs.
Intelligence is the major determinant of job performance, and therefore hiring people
based on intelligence leads to marked improvements in job performance – improvements
that have high economic value to the firm. This principle is the subject of this chapter.

This principle is very broad: it applies to all types of jobs at all job levels. Until a couple
of decades ago, most people believed that general principles of this sort were impossible
in personnel selection and other social science areas. It was believed that each
organization, work setting, and job was unique and that it was not possible to know
which selection methods would work on any job without conducting a study on that job
in that organization. This belief, called the theory of situational specificity, was based on
the fact that different validity studies in different organizations appeared to give different
results. However, we now know that these “conflicting findings” were mostly due to
statistical and measurement artifacts and that some selection procedures have high
validity for predicting performance on all jobs (e.g. intelligence) and others do a poor job
of predicting performance on any job (e.g. graphology) (Schmidt and Hunter, 1998). This
discovery was made possible by new methods, called meta-analysis or validity
generalization methods, that allow researchers to statistically combine results across
many studies.

Meta-analysis has also made possible the development of general principles in many
other areas beyond personnel selection (Schmidt, 1992). For example, it has been used to
calibrate the relationship between job satisfaction and job performance with precision
(Judge, Thorensen, Bono, and Patton, 1999).

What is intelligence? Intelligence is not the ability to adapt to one's environment; insects,
mosses, and bacteria are well adapted to their environments, but they are not intelligent.
(There are many ways in which organisms can adapt well to their environments; use of
intelligence is only one possible way.) Intelligence is the ability to grasp and reason
correctly with abstractions (concepts) and solve problems. However, perhaps a more
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useful definition is that intelligence is the ability to learn. Higher intelligence leads to
more rapid learning, and the more complex the material to be learned, the more this is
true. Intelligence is often referred to as general mental ability (GMA) and general
cognitive ability, and we use all these terms interchangeably in this chapter.

Intelligence is the broadest of all human mental abilities. Narrower abilities include
verbal ability, quantitative ability, and spatial ability. These narrower abilities are often
referred to as special aptitudes. These special aptitudes do predict job performance
(although less well than GMA), but only because special aptitude tests measure general
intelligence as well as specific aptitudes (Schmidt, Ones, and Hunter, 1992). It is the
GMA component in these specific aptitude tests that predicts job performance. For
example, when a test of verbal ability predicts job performance, it is the GMA part of that
test – not the specifically verbal part – that does the predicting.

Intelligence predicts many important life outcomes in addition to job performance:
performance in school, amount of education obtained, rate of promotion on the job,
ultimate job level attained, income, and many other things (Brody, 1992; Herrnstein and
Murray, 1994; Gottfredson, 1996; Jensen, 1998). It is even involved in everyday
activities such as shopping, driving, and paying bills (Gottfredson, 1996). No other trait –
not even conscientiousness – predicts so many important real-world outcomes so well. In
this sense, intelligence is the most important trait or construct in all of psychology, and
the most “successful” trait in applied psychology.

The thousands of studies showing the link between intelligence (GMA) and job
performance have been combined into many different meta-analyses. Ree and co-workers
have shown this for military jobs (Olea and Ree, 1994; Ree and Earles, 1991, 1992; Ree,
Earles, and Teachout, 1994), as have McHenry, Hough, Toquam, Hanson, and Ashworth
(1990) in the famous Project A military study. Hunter and Hunter (1984) have shown it
for a wide variety of civilian jobs, using the US Employment Service database of studies.
Schmidt, Hunter, and Pearlman (1980) have shown it for both civilian and military jobs.
Other large meta-analytic studies are described in Hunter and Schmidt (1996). The
amount of empirical evidence supporting this principle is today so massive that it is hard
to find anyone who questions the principle.

When performance is measured objectively using carefully constructed work sample tests
(samples of actual job tasks), the correlation (validity) with intelligence measures is about.
(Hunter, 1986) – 70 percent as large as the maximum possible value of 1.00, which
represents perfect prediction. When performance is measured using ratings of job
performance by supervisors, the correlation with intelligence measures is .52 for the
medium-complexity jobs (over 60 percent of all jobs). For more complex jobs, this value
is larger (e.g. 58 for professional and managerial jobs), and for simpler jobs this value is
not as high (e.g., .45 for semi-skilled jobs). Another performance measure that is
important is amount learned in job training programs. Regardless of job level,
intelligence measures predict amount learned in training with validity of about .56
(Hunter and Hunter, 1984).
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It is one thing to have overwhelming empirical evidence showing a principle is true and
quite another to explain why the principle is true. Why does GMA predict job
performance? The primary reason is that people who are more intelligent learn more job
knowledge and learn it faster. The major direct determinant of job performance is not
GMA but job knowledge. People who do not know how to do a job cannot perform that
job well. Research has shown that considerable job knowledge is required to perform
even jobs most college students would think of as “simple jobs,” such as truck driver or
machine operator. More complex jobs require even more job knowledge. The simplest
model of job performance is this: GMA causes job knowledge, which in turn causes job
performance. But this model is a little too simple: there is also a causal path directly from
GMA to job performance, independent of job knowledge. That is, even when workers
have equal job knowledge, the more intelligent workers have higher job performance.
This is because there are problems that come up on the job that are not covered by
previous job knowledge, and GMA is used directly on the job to solve these problems.
Many studies have tested and supported this causal model (Hunter, 1986; Ree, Earles,
and Teachout, 1994; Schmidt, Hunter, Outerbridge, and Trattner, 1986). This research is
reviewed by Schmidt and Hunter (1992) and Hunter and Schmidt (1996). It has also been
shown that over their careers people gradually move into jobs that are consistent with
their level of GMA (Wilk, Desmariais, and Sackett, 1995; Wilk and Sackett, 1996). That
is, there is process of sorting of people on GMA that takes place gradually over time in
everyday life.

There is a broader theory that explains these research results: the traditional
psychological theory of human learning (Hunter and Schmidt, 1996). This theory
correctly predicted that the effect of GMA would be on the learning of job knowledge.
The false theory of situational specificity became widely accepted earlier in the twentieth
century because personnel psychologists mistakenly ignored the research on human
learning.

Many lay people find it hard to believe that GMA is the dominant determinant of job
performance. Often they have known people who were very intelligent but who were
dismal failures on the job because of “bad behaviors” such as repeated absences from
work, carelessness at work, hostility toward the supervisor, unwillingness to work
overtime to meet a deadline, etc. These are examples of bad organizational citizenship
behaviors (Organ, 1990). Good citizenship behaviors include willingness to help train
new employees, willingness to work late in an emergency or on a holiday, etc.
Citizenship behaviors (good and bad) are different from job performance but are often
confused with job performance by lay observers. Citizenship behaviors are predicted by
tests of conscientiousness (a personality trait) and by integrity tests (which measure a
combination of personality traits – conscientiousness, agreeableness, and emotional
stability). Low ability leads to an inability to perform well; low conscientiousness leads,
not primarily to low performance, but to organizationally disruptive behaviors. These
disruptive behaviors are more visible to lay observers (and to many supervisors) than
differences between employees in actual performance, probably because they appear so
willful. On the other hand, a low-ability employee has difficulty learning how to perform
the job, but if he/she has a “good attitude,” this employee seems like less of a problem
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than one showing bad citizenship behaviors. This makes it difficult for some to clearly
see the GMA–performance link in the real world (Hunter and Schmidt, 1996).

Of course, low conscientiousness can lead to less effective performance if it results in
reduced effort. For objective measures of job performance, empirical evidence indicates
that on typical jobs this effect is limited, probably because most jobs are fairly structured,
reducing the scope for individual differences in effort to operate (Hunter, Schmidt, and
Rauschenberger, in press; Hunter and Schmidt, 1996). However, when supervisors rate
job performance, they incorporate into their ratings citizenship behaviors as well as actual
job performance (Orr, Sackett, and Mercer, 1989). Hence supervisory ratings reflect a
combination of actual job performance and citizenship behaviors. In the case of ratings,
low conscientiousness leads to poorer citizenship behaviors, which leads to lower ratings
of overall performance. For the typical job, the weight on conscientiousness in predicting
objectively measured job performance is only 20 percent as large as the weight on GMA.
In predicting supervisory ratings, it is 60 percent as large.

What Is Required to Make this Principle Work?

There are three conditions that are required to make this principle work. That is, there are
three conditions that are required for companies to improve job performance levels by
using GMA in hiring and to reap the resulting economic benefits.

First, the company must be able to be selective in who it hires. For example, if the labor
market is so tight that all who apply for jobs must be hired, then there can be no selection
and hence no gain. The gain in job performance per person hired is greatest with low
selection ratios. For example, if one company can afford to hire only the top-scoring 10
percent, while another must hire the top-scoring 90 percent of all applicants, then with
other things equal the first company will have a much larger gain in job performance.

There is another way to look at this: companies must provide conditions of employment
that are good enough to attract more applicants than they have jobs to fill. It is even better
when they can go beyond that and attract not only a lot of applicants, but the higher
ability ones that are in that applicant pool. In addition, to realize maximum value from
GMA-based selection, employers must be able to retain the high-performing employees
they hire.

Second, the company must have some way of measuring GMA. The usual and best
procedure is a standardized employment test of general intelligence, such as the
Wonderlic Personnel Test. Such tests are readily available at modest cost. Less valid are
proxy measures such as grade point average (GPA) or class rank. Such proxy measures
are partial measures of intelligence. Also, intelligence can be assessed to some extent
during the employment interview (Huffcutt, Roth, and McDaniel, 1996), although this is
a much less valid measure of GMA than a written test.

Third, the variability in job performance must be greater than zero. That is, if all
applicants after being hired would have the same level of job performance anyway, then
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nothing can be gained by hiring “the best.” This condition is always met. That is, on all
jobs studied there have been large differences between different workers in quality and
quantity of output. Hunter, Schmidt, and Judiesch (1990) meta-analyzed all available
studies and found large differences between employees. In unskilled and semi-skilled
jobs, they found workers in the top 1 percent of performance produced over three times
as much output as those in the bottom 1 percent. In skilled jobs, top workers produced 15
times as much as bottom workers. In professional and managerial jobs, the differences
were even larger. These are very large differences, and they are the reason it pays off so
handsomely to hire the best workers.

There is another advantage to hiring the best workers: the pool of talent available for
future promotion is greatly increased. This is of great value to employers, because it helps
ensure high performance all the way up through the ranks of managers. When the right
people are promoted, their value to the firm in their new jobs is even greater than in their
original jobs. Thus selection of high-ability people has implications not only for the job
they are hired onto, but for other jobs in the organization, too.

Are There Exceptions to this Principle?

As long as the three conditions described above are met, there are no known exceptions
to this principle. That is, there are no known cases or situations in which it is inadvisable
to select employees for general intelligence.

However, there are some people, particularly labor leaders, who believe there is an
exception. These people believe that companies should not select on mental ability if they
can select on job experience instead. That is, they believe that job experience is a better
predictor of job performance than general intelligence. What does research show? For
applicants with job experience of between none and five years, experience is a good
predictor of job performance. But in the range of higher levels of experience, say from
five to 30 years of job experience, job experience does not predict performance very well
(Schmidt, Hunter, Outerbridge, and Goff, 1988; Hunter and Schmidt, 1996). On most
jobs, once people have about five years of experience, further experience does not
contribute much to higher performance. This is probably because experience beyond five
years does not lead to further increases in job knowledge. This, in turn, may be due to the
fact that after five years of on-the-job learning, people in the typical job are forgetting job
knowledge about as fast as they are learning new job knowledge.

Another important fact is this: even for new hires in the one- to five-year range of job
experience, where experience is a valid predictor of job performance, the validity
declines over time. That is, experience predicts performance quite well for the first three
years or so on the job and then starts to decline. By 12 years on the job, experience has
low validity. But GMA continues to predict job performance quite well even after people
have been on the job 12 years or more.

What this means is that job experience is not a substitute for GMA. In the long run, hiring
on intelligence pays off much more than hiring on job experience (Hunter and Schmidt,
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1996). So if you had to choose, you should choose GMA. However, typically you do not
have to choose; more than one procedure can be used. It may be desirable to use both
experience and GMA in hiring; as discussed later, it is usually best to use multiple hiring
methods. But in this case, the weighting given to GMA should be higher than the
weighting given to job experience.

Issues in Implementing an Ability-based Hiring System

One issue is whether an applicant can have too much intelligence for a job. Recently, an
applicant was rejected for a job as a police officer in a New Jersey city on grounds that
his intelligence test score was too high! This city believed something that many people
believe: that intelligence leads to better job performance but only up to a point. After that,
more intelligence leads to lower job performance. Hundreds of studies have shown that
this is false. Higher intelligence leads to better job performance up to the highest levels of
intelligence (Coward and Sackett, 1990). There is a straight-line (linear) relationship
between intelligence and job performance. Why do so many people believe otherwise?
Probably because they imagine a university professor or a medical doctor working as a
janitor, and they think “This person would be so bored with this job that he would do a
poor job.” They forget that the university professor or doctor would never apply for the
janitor's job to begin with. Among people who actually apply to get real jobs, there is a
straight-line relationship between intelligence and performance; the higher the
intelligence, the better the job performance. Hence we do not have to worry about hiring
people who are too intelligent for the job.

A second issue is the one alluded to earlier: Although intelligence is the best predictor of
job performance, it does not follow that use of intelligence alone in hiring is the best way
to select people. In fact, it is well known that other predictors can be used along with
intelligence to produce better predictions of job performance than intelligence alone. For
example, for most jobs an intelligence test combined with an integrity test is 27 percent
more valid than an intelligence test alone. Adding a structured employment interview to
an intelligence test increases validity by 24 percent. Other examples of this sort are given
in Schmidt and Hunter (1998). It is almost always possible to add supplementary
measures that increase validity. Some of these measures are discussed in chapters 2, 3,
and 4.

A third issue is the potential for legal risks. Members of some minority groups,
particularly blacks and Hispanics, typically have lower average scores on GMA tests,
leading to lower hiring rates. Government agencies such as the Equal Employment
Opportunity Commission refer to these lower hiring rates as “adverse impact.” The term
adverse impact is deceptive, because it implies that the GMA tests create the difference
in test scores, when in fact the tests only measure real pre-existing differences in mental
skills. This is shown by the fact that minorities and non-minorities with the same test
scores have the same level of later job performance. That is, the test scores predict
equally accurately for all groups; they are predictively fair or unbiased (Schmidt, 1988;
Wigdor and Garner, 1982).
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Despite this fact, a lower hiring rate for minorities does sometimes lead to lawsuits.
Employers can win these suits by demonstrating that the tests are valid predictors of job
performance. Today such demonstrations rely increasingly on summaries of kinds of
research findings discussed in this chapter, rather than on studies conducted by the
employer. (This is part of the move away from the theory of situational specificity,
discussed earlier.) Since around the mid-1980s, employers have been winning more and
more such suits, and today they prevail in about 80 percent of such suits. And research
shows that the value of the increases in job performance from good selection overshadow
any potential legal costs stemming from defending against such suits.

However, this does not mean that all employers are willing to use intelligence tests in
hiring. Although the percentage of employers using GMA tests has been increasing, some
firms view even the possibility of a lawsuit as a public relations disaster. They feel that
even if they win, they still lose on the public relations front. And they believe that public
relations problems can reduce sales and profits. These firms – mostly larger companies –
are willing to tolerate lower levels of job performance to avoid even the possibility of
such a problem. Unfortunately for such firms, not using GMA tests does not remove the
possibility of lawsuits. Other selection procedures also produce “adverse impact.”
Employers have tried to reduce adverse impact by introducing various forms of minority
preferences in hiring, but courts have recently begun to strike down many forms of
minority preferences. For example, under the 1991 Civil Rights Act, it is illegal to adjust
test scores or other scores to equalize minority and non-minority hiring rates. This issue
is one that will probably remain unsettled for some time.

A fourth issue is whether the use of mental ability tests turns off applicants. Some have
argued that applicants do not like to take ability tests. However, surveys of applicant
attitudes reveal that they view mental ability as generally relevant to job performance
(more so than they do personality, for example), and that they do not have a negative
attitude toward such tests. It also appears to be the case that when GMA or other ability
tests are used, applicants view the selection requirements as being higher and this
increases the status of the job and hence its attractiveness. That is, something that is
harder to attain is viewed as being more valuable.

A final issue is whether the economic value of the job performance gains from GMA-
based hiring is cancelled out by higher wages and salaries. The argument is that if a firm
hires more intelligent people, they will have to pay them more and this will cancel out the
gains from the increased job performance. However, in most cases it appears that there is
no increase in compensation costs, at least initially. This is especially likely to be the case
when few of the firms’ competitors use GMA measures in their hiring. Typically there is
a pool of available applicants in the area for a particular type of job, and the higher GMA
applicants have no immediate effective way to command higher initial wages.

However, after some time on the job, when higher GMA employees have developed high
levels of performance, the employer can afford to share some of these gains with such
employees in the form of higher wages or salaries. In some cases, this might be necessary



to retain high-performing employees. In any event, the payoff to the employer in terms of
enhanced job performance is much greater than any increase in compensation cost.

Although most employers, for most jobs, do not pay different people in the same job at
different rates, they do typically promote the top workers to higher-level jobs, and this
does result in higher pay. But at promotion the value of the worker's performance to the
firm increases much more than the worker's pay, creating another large net benefit to the
firm of good selection. On the other hand, employers that hire only mediocre or poor
workers at entry level find that their higher-level jobs also become filled with mediocre
or poor performers. Again, as noted earlier, selection based on GMA improves
performance not only in the job in question, but also later in higher-level jobs in the firm.

Real-world Examples

We will first look at two negative examples and then examine two positive examples of
real-world applications of GMA-based hiring.

US Steel plant at Fairless Hills, PA

Up until 1978, the US Steel plant at Fairless Hills, PA, selected applicants into their
skilled trades apprentice programs based on the applicants’ total scores on a battery of
ability tests. These total scores were a good measure of GMA, and selection was from the
top down. The plant maintained apprentice programs in the wide variety of skilled trades
needed to run a steel mill: machinists, tool and die makers, electricians, sheet metal
workers, etc. The local unit of the United Steelworkers Union, however, did not like this
selection method. In negotiations with the union, the company agreed to modify the
selection system. In the new system, all applicants who scored above a low cut-off on
each test, set at about the seventh-grade level, were considered equally qualified and
eligible for hire. Only a few applicants were screened out by this procedure. Applicants in
the passing group were selected based on plant seniority only. Hence this plant went from
a GMA-based hiring system to one in which GMA played only a very minor role.

The apprentice training center at Fairless Hills was a well-run facility that kept excellent
records of apprentice performance from both before and after the change in the selection
system. These records showed that after the new selection system was introduced,
performance plummeted. Scores on the mastery tests of amount learned in training
declined markedly. The flunk-out and drop-out rates increased dramatically. The training
time and training costs of those who did make it through the program increased
substantially – because many apprentices had to re-take multiple units in the training.
And finally, the ratings of later performance on the job out in the plant declined.

This was a well-controlled natural quasi-experiment. The only change made was the
lowering of mental ability standards in selection. The training program and the tests given
in the program remained the same. The decline in performance was clearly due to the
lower intelligence of the new apprentices.



The Washington, DC police force

Up until the mid-1980s the Washington, DC police force was one of the best in the US.
Applicants were selected for Police Academy training based on a general intelligence test
constructed for the District of Columbia by the US Office of Personnel Management
(OPM), as required by then existing Congressional regulations. This test had been
challenged legally and the case had gone all the way to the US Supreme Court, where it
had been upheld. A background investigation was also part of the selection process. The
mayor of Washington, Marion Barry, repeatedly voiced opposition to both the test and
the background check on grounds that the failure rate on both was higher for blacks. In
1987, when Congress relinquished control over the selection process to the mayor's office,
Barry took responsibility for the selection process out of OPM's hands. He then
eliminated both the GMA test and the background test. The replacement selection process
was somewhat unclear, but reputedly involved fairly perfunctory interviews.

The first consequence was that the flunk-out rate in the Police Academy soared, with
over 80 percent of the new hires being incapable of completing the required training.
Failure rates that high were viewed as unacceptable, and so the content of academy
training was “dumbed down.” When this reduced the failure rate only slightly, the
content was further dumbed down, and then dumbed down again. This process of
successive adjustments ultimately “solved” the flunk-out problem.

However, the police officers being produced were incompetent. Large numbers of murder
indictments had to be dismissed because the reports written by the officers on the scene
were unintelligible, due to the low literacy levels. The solution rate for murder cases,
formerly one of the highest in the US, declined precipitously to one of the lowest.
Firearms accidents soared because officers did not know how to use their sidearms
properly. Complaints of police abuse and incompetence from citizens soared. In addition,
crime on the police force became quite common. For example, a group of police officers
was found to be selling handguns previously confiscated from criminals back to
criminals!. These changes and others are described by Carlson (1993a, 1993b).

In this example, unlike the US Steel example, two things are happening. First, people low
in intelligence are being hired, resulting in plummeting job performance. Second,
criminals are being hired because there was no background investigation to ensure that
they were not, and the result was crime on the police force.

Employment in the federal government

We now turn to a more positive example – or at least a less negative one. For many jobs
in the federal government, people can either be hired from the outside using a GMA test
or they can be promoted from within. When they are promoted from within, GMA tests
are usually not used – although they sometimes are. Instead, people are evaluated based
on records of their education and training and on appraisals by their supervisors of their
performance in their present jobs. These procedures do have some validity but would not
be expected to be as valid as GMA-based hiring.
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So we can ask the following question: after people have been on the job some time, is the
job performance higher for those initially selected using a GMA test? Government
researchers at OPM addressed this question in a detailed study of three representative
mid-level government jobs: IRS Auditor, Social Security Claims Examiner, and Customs
Inspector. In each of these jobs, people hired both ways had been on the job from five to
eight years. The measure of job performance was unusually good: it was the sum of a
hands-on work sample test, a job knowledge test, and supervisory ratings of job
performance.

In all three jobs, those selected years earlier using GMA tests had higher job performance.
The average job performance of the non GMA-selected employees was at the fiftieth
percentile, while that of the GMA-selected employees was at the seventieth percentile.
This is a large difference. If this difference is projected over the federal workforce as a
whole, it amounts to billions of dollars per year in increased output (Schmidt, Hunter,
Outerbridge, and Trattner, 1986).

This was a reasonably controlled quasi-experiment. During the study, the researchers did
not know which employees had initially been selected using a GMA measure and which
had not. The only relevant difference between the two groups of workers was the method
by which they had been hired. This study provides strong evidence that GMA-based
hiring pays off in higher job performance.

The Philip Morris plant in Cabarrus County, North Carolina

The US Employment Service began a new nationwide program of employment testing,
operated through state employment offices, in the early 1980s. Like its earlier program, it
was based on the General Aptitude Test Battery (GATB). One of the three abilities
measured in that program was GMA (the other two were general perceptual ability, and
general psychomotor ability). This new program was based on the methods of meta-
analysis or validity generalization that were mentioned at the beginning of this chapter.

The large Philip Morris plant in Cabarrus County, North Carolina, was one of the first
employers to subscribe to this testing program. They signed an agreement under which
the state employment service tested and referred the higher-scoring applicants to Philip
Morris for possible hire. For the jobs at Philip Morris, most of the weight was placed on
GMA in determining who was hired.

The Human Resources Department at Philip Morris decided to conduct a study to
compare the performance of GATB-GMA selected workers and workers hired without
use of the test. They found that the GMA-selected workers were superior across a variety
of performance measures. For example, there was a 35 percent gain in output. The GMA-
selected workers learned 8 percent more skills during job training, had 25 percent fewer
operator failures and 58 percent fewer disciplinary actions. The incidence of unsafe job
behaviors was 35 percent less and the reduction in work days lost to accidents was 82
percent.
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These are large differences. The Philip Morris personnel researchers, Dennis Warmke
and William Van Arnam, noted the employment interview used might have contributed
somewhat to the performance superiority of these workers. However, they stated that
because it was the GMA test that screened out most of the applicants who were not hired,
the GMA test was the dominant influence producing the performance improvements.
This research is described in McKinney (1984).

Conclusion

Higher intelligence leads to better job performance on all jobs, and the increases in job
performance resulting from hiring on GMA have high economic value for organizations.
Higher intelligence causes higher job performance primarily because it causes people to
learn job knowledge faster and to learn more of it. However, intelligence is also used
directly on the job to solve performance-related problems, independent of prior job
knowledge. The primary requirement that an organization must meet to make GMA-
based hiring work well is the ability to attract job applicants and to retain them once they
are hired. Despite beliefs to the contrary, hiring on job experience is inferior to hiring on
GMA. Although GMA is the most important determinant of job performance, it is not the
only determinant. Therefore, firms should use other procedures along with GMA. Finally,
we have seen four concrete, graphic, real-world examples of the impact of GMA on job
performance.
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Behavior in organizations is a function of an individual's ability, his/her motivation, and
the constraints inherent in the situation. This chapter focuses on the prediction of
workplace behaviors that are influenced by an individual's motivation, particularly as
measured by the personality dimensions of conscientiousness and emotional stability.
The previous chapter clearly showed that general intelligence predicts job performance.
However, many important workplace behaviors are a function of the individual's
motivation or willingness to perform them and, consequently, are not predicted well by
general intelligence. When asked what employee skills managers consider important for
workplace success, they ordinarily list the following attributes as critical for success at
work:
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 • be free from substance abuse
 • demonstrate honesty and integrity
 • pay attention to the person speaking
 • follow directions given verbally
 • show respect for others
 • show pride
 • be punctual in attendance.

The behaviors listed above (and others not listed) are influenced largely by an
individual's motivation. Therefore, in order to identify individuals who are likely to
exhibit such behaviors, it is necessary to assess relevant personality characteristics rather
than general mental ability. The universal principle that we advocate in this chapter is
that organizations should routinely select on the personality dimensions of
conscientiousness and emotional stability. A sub-principle of the chapter is that
organizations should also select on other personality dimensions, but such practices
should be dictated by the specific requirements of the job or the particular criterion.

Personality can be defined as an individual's relatively stable and enduring pattern of
thoughts, feelings, and actions. Although more than 15,000 trait terms in the English
language can be used to describe personality, most researchers agree that the structure of
personality consists of five broad dimensions, often called the Big Five or the Five Factor
Model (FFM) of personality: conscientiousness (i.e. dependable, industrious, efficient,
and achievement oriented), emotional stability (i.e., calm, steady, self-confident, and
secure), extraversion (i.e., gregarious, sociable, ambitious, and active), agreeableness (i.e.,
courteous, helpful, trusting, cooperative, and considerate), and openness to experience
(i.e., cultured, intellectual, imaginative, and analytical).

Validity of Conscientiousness and Emotional Stability

Other things being equal, individuals high on conscientiousness perform better on the job.
This principle is very broad and, like intelligence, it applies to all job types at all job
levels. Conscientious individuals are achievement oriented, hard working, dependable,
persistent, responsible, organized, careful, and reliable. Such traits are fundamentally
related to motivation at work. They lead to increased effort, they direct effort toward
specific goals, and they help sustain effort over time.

Similarly, individuals high on emotional stability perform better on the job. This principle
is also quite broad, although the research evidence to date is not as strong as for
conscientiousness. Viewed from the negative pole, neurotic individuals are nervous,
high-strung, stress prone, moody, lack self-esteem, and are insecure. Such traits tend to
inhibit positive motivational tendencies at work. That is, individuals who spend time
worrying about their performance, doubt their abilities, require assurance from others, are
depressed, and are stress prone are unable to develop adequate coping strategies and
cannot focus attention on the tasks at hand. In short, traits associated with the low end of
emotional stability (neuroticism) lead to poor performance.



These general principles are derived from the results of several meta-analytic studies that
have examined the relationship between personality traits and job performance (e.g.
Barrick and Mount, 1991; Barrick, Mount, and Judge, 1999; Hough, 1992; Hurtz and
Donovan, 1998; Salgado, 1997, 1998). Collectively, these studies demonstrate that
conscientiousness, and to a lesser extent, emotional stability, are valid predictors of job
performance in a wide variety of jobs. For example, Barrick et al. (1999) reviewed eight
meta-analyses conducted since 1990 and reported that measures of conscientiousness and
emotional stability predicted overall job performance with an average true score validity
of .24 and .15 respectively. This evidence demonstrates that selecting on
conscientiousness and emotional stability will increase overall job performance, just like
selecting on intelligence will. Furthermore, because conscientiousness and emotional
stability have very small (or zero) correlations with intelligence and with each other, each
adds unique information to the prediction of job performance. Thus, deciding to hire
applicants with higher intelligence, conscientiousness, and emotional stability in
combination will result in an increase in the number of employees who perform assigned
job tasks effectively.

Aside from the findings that conscientiousness and emotional stability predict overall
work performance, which is an important criterion for all organizations, there are other
reasons to select employees on these two broad personality traits. Conscientiousness and
emotional stability predict outcomes that are not typically included in an overall job
performance criterion. These include regularly coming to work on time, staying with the
organization rather than leaving, contributing more positive “citizenship” behaviors,
including helping others when needed, training or mentoring newcomers, minimizing or
solving conflicts within the work group, and maintaining personal discipline by avoiding
negative behaviors such as alcohol and substance abuse, rules infractions, and other
counterproductive behaviors. All of these are critical to organizational success, yet are
not necessarily assessed through an overall performance criterion. Further, none of these
important work outcomes are predicted well by general intelligence.

It is well known that turnover is a major cost to employers. A major goal of many
employers is to hire employees who not only perform well but also stay on the job for a
long period of time, particularly in tight labor markets. Conscientiousness and emotional
stability have been found to consistently (negatively) predict an individual's propensity to
withdraw from the job. Barrick and Mount (1996) showed that voluntary turnover was
predicted by both personality traits, with true score correlations across two firms ranging
from –.21 to –.26. Similarly, DeMatteo, White, Teplitzky, and Sachs (1991) found
emotional stability was the best predictor, and conscientiousness was the second-best
predictor of turnover in the military. Selecting on conscientiousness and emotional
stability will reduce workforce instability such as excessive turnover, absenteeism, and
tardiness.

Another important reason to select on conscientiousness and emotional stability is that
they are centrally related to the concepts of integrity and customer service, both of which
are strongly related to successful job performance. Considering integrity first, employers
are very interested in eliminating counterproductive or antisocial behavior at work,
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including belligerence with customers or co-workers, “badmouthing” the organization,
sabotage of equipment or products, theft of goods or money, and excessive alcohol or
drug abuse. Research demonstrates integrity tests are valid predictors of these behaviors
(Ones, Viswesvaran, and Schmidt, 1993), and also predict supervisory ratings of
performance (ρ = .46). In addition, Ones (1993) identified more than 100 studies
reporting correlations between integrity tests and temperament measures. She found that
integrity tests were related primarily to conscientiousness and emotional stability (along
with agreeableness).

Turning to the customer service concept, Frei and McDaniel (1998) reported a mean
validity of customer service measures for predicting supervisory ratings of performance
of .50. Customer service measures were strongly related to conscientiousness and
emotional stability (again, along with agreeableness). Ones and Viswesvaran (1996)
found that emotional stability emerged as the strongest personality-based predictor of
customer service orientation followed by conscientiousness. Thus, a major component of
what is measured by integrity tests and customer service tests is conscientiousness and
emotional stability.

Selecting on conscientiousness and emotional stability is also important from the
viewpoint of conforming to existing laws and legal precedents. A key question is whether
a predictor unintentionally discriminates by screening out a disproportionate number of
minorities and women. To the extent this happens, the predictor has adverse impact,
which may result in legal action. Research consistently demonstrates a large mean
difference of approximately one standard deviation between African Americans and
Whites on intelligence. In contrast, there are relatively small sub-group differences on
conscientiousness and emotional stability. For example, in a meta-analysis reported by
Hough (1995), differences between African American and Hispanic sub-groups versus
White sub-groups were very small (d ranges from –.06 to .04; N up to 142,000). Similar
non-significant differences have also been found for gender. In a meta-analysis by
Feingold (1994), only small gender differences were found on measures of
conscientiousness and emotional stability (d = −.10 and −.14, respectively, where women
scored slightly higher; with N larger than 60,000). Thus, from a legal perspective,
selecting on conscientiousness and emotional stability (and other personality dimensions)
is advantageous because it does not appear to result in adverse impact which could lead
to litigation.

In summary, employees selected using conscientiousness and emotional stability are not
only better overall performers, but also actively look for more responsibility and
challenges, are more service oriented, and exhibit greater integrity and fewer
irresponsible behaviors. In addition, deciding whom to hire using conscientiousness and
emotional stability is not likely to result in legal challenges.

Relationship of Conscientiousness and Emotional
Stability to Work-related Attitudes
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Another reason to select on conscientiousness and emotional stability is that they are
related to work-related attitudes, which in turn have been shown to affect performance.
For example, conscientiousness and emotional stability are positively related to job
satisfaction. Judge, Higgins, Thoresen, and Barrick (1999) found that conscientiousness
and emotional stability assessed at an early age (12–14) were strong predictors of overall
job satisfaction in late adulthood (r = .40 and .34 respectively), even after controlling for
clinicians’ ratings of extraversion, openness to experience, and agreeableness. In turn, job
satisfaction has been shown to be positively related to performance.

Conscientiousness and emotional stability are also among the strongest personality-based
predictors of life satisfaction (DeNeve and Cooper, 1998). It has been argued that
conscientiousness plays a major role in both job and life satisfaction because
conscientious behavior is instrumental in attaining outcomes such as career success that
achievement-oriented people value (McCrae and Costa, 1991). Schmutte and Ryff (1997)
concluded that those high in conscientiousness are more satisfied because they achieve a
heightened sense of control and competence through their diligent and responsible
behavior. Thus conscientiousness is instrumental in attaining desired outcomes and
fostering control, which leads to greater satisfaction.

The effects of emotional stability on satisfaction are complex and are best viewed from
the negative pole (i.e., neuroticism). People who suffer from low emotional stability
experience greater distress and reduced job and life satisfaction because they experience
more adverse events, and react negatively and more strongly when such problems occur.
Higher levels of emotional stability result in greater satisfaction because stable people
have more confidence to approach stressful work, have a more positive view of
themselves, others, and the world around them, and do not let negative emotions and
dysfunctional thought processes distract them from the task at hand. Overall, these results
show that conscientiousness and emotional stability are fundamentally important to
success at work, but are also important to satisfaction at work as well as one's overall
satisfaction in life. It is not an exaggeration to say that conscientiousness and emotional
stability are fundamentally important to overall life success.

How Do Conscientiousness and Emotional Stability
Affect Job Performance?

The literature accumulated to date convincingly demonstrates that there are numerous
advantages to organizations when applicants are selected on conscientiousness. But how
does conscientiousness affect performance? As discussed below it affects job
performance both directly and indirectly. It has a direct effect on performance because all
other things equal, conscientious individuals are more reliable and dependable, are more
careful and thorough, and are highly achievement oriented. All of these traits lead
directly to success at work.

Conscientiousness has an indirect effect on task performance through its effects on self-
regulatory processes. These self-regulatory processes work primarily through
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motivational or “will-do” performance factors. An especially important mechanism by
which conscientiousness affects performance indirectly is through the amount of effort
exerted. Mount and Barrick (1995) found that conscientiousness correlates highly with
amount of effort exerted (ρ = .51). This strong relationship indicates that 
conscientiousness affects task performance through increased time on task, which in turn
affects performance through its effect on other mediating variables. For example,
increased time on task leads to greater quantity of output, all other things equal. It also
provides more opportunities to practice and provides more exposure to a wider variety of
problems. Both of these increase job knowledge, which in turn increases task
performance. (As discussed in the previous chapter, there is a strong correlation between
job knowledge and job performance.)

Conscientiousness also affects performance indirectly through its effect on quality.
Mount and Barrick (1995) found that conscientiousness is strongly correlated with
quality (ρ = .44). This makes sense because conscientious people plan and organize their
work, and are careful, thorough, and detail oriented. Such individuals are more likely to
spot problems and errors in processes and output. This leads to better-quality work,
which in turn leads to higher performance. These traits are also likely to lead to fewer
accidents and safety violations.

Similarly, conscientious people are dependable, reliable, and abide by rules. They are less
likely to engage in counterproductive behaviors such as theft, rules infractions, violence
on the job, sabotage, and so forth. In turn, each of these counterproductive behaviors is
associated with job performance (negatively). In a related but positive vein these same
traits lead to positive citizenship behaviors. Such behaviors include willingness to help in
emergency or overload situations, taking on tasks no one else is willing to do, and going
beyond prescribed role requirements to get the job done. Conscientiousness has been
shown to be a valid predictor of these behaviors, which in turn have been shown to be
related to positive supervisory ratings.

Conscientiousness also affects performance through its effect on positive self-efficacy.
That is, because conscientious people develop greater job knowledge and produce more
and better-quality output, they develop more positive beliefs about their capabilities to
accomplish particular tasks. Chen, Casper, and Cortina (1999) have shown that
conscientiousness predicts self-efficacy and, in turn, self-efficacy is related to task
performance.

Another way conscientiousness indirectly affects job performance is through goal-setting
processes. Conscientious people are more likely to set goals which in turn leads to higher
performance. (See chapter 8 for a detailed discussion of the positive effects of goal
setting.) A study by Barrick, Mount, and Strauss (1993) showed that highly conscientious
sales representatives are more likely to set goals autonomously and to be more committed
to their goal, which, in turn, led to higher performance. Barrick et al. (1993) found that
about half of the total effect of conscientiousness on performance was indirect.
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In summary, conscientiousness has both direct and indirect effects on performance,
largely through its effects on “will-do” performance factors. Conscientious people exert
more effort, which in turn leads to greater job knowledge and greater work output.
Conscientiousness leads to better planned and organized work and work that is done
more carefully with more attention to detail, which leads to better quality and fewer
accidents and safety violations. Increased job knowledge and greater quality work lead to
greater confidence that the individual can accomplish a specific task, which in turn leads
to higher job performance. In addition conscientious individuals set goals and are more
committed to them, which in turn leads to better performance.

Motivation also appears to be the primary mechanism through which emotional stability
affects job performance. A recent meta-analysis (Hough, Eaton, Dunnette, Kamp, and
McCloy, 1990) reported a correlation of .16 (ρ = .251) between emotional stability
(Hough et al. use the term adjustment) and effort. Furthermore, the ABLE military study
reported a correlation of .17 (ρ = .271) between emotional stability (also labeled
adjustment) and effort and leadership (Hough et al., 1990). This makes sense as those
prone to greater anxiety and insecurity (low on emotional stability) tend to be fearful of
novel situations, be more concerned about failure, and are more susceptible to feelings of
dependence and helplessness (Judge, Locke, and Durham, 1997). Those who experience
greater and more frequent negative emotions may choose to withhold effort rather than
risk the potential affective consequences of failure. Researchers label this phenomenon
the “self-handicapping” paradox (Rhodewalt, 1994). In addition, the tendency of people
to behave in this way, particularly within the context of achievement (i.e., job) settings, is
fundamental to the learned helplessness theory of depression (Seligman, 1978). Taken
together, these findings suggest that the inability of neurotics to cope with fear of failure
substantively impacts job performance through their effects on motivational level.

Research also suggests emotional stability affects the employee's ability and willingness
to get along with other employees. Mount, Barrick, and Stewart (1998) demonstrate that
emotional stability is correlated with performance in jobs that involve considerable
interpersonal interaction, particularly when the interaction involves helping, cooperating
with, and nurturing others (ρ = .18). These effects were found to be even stronger in work 
teams (ρ = .27). It is logical that employees low on emotional stability are likely to be 
more anxious, moody, and to express more negative affectivity, which could suppress or
even inhibit cooperation. Reduced cooperation and teamwork, in turn, lead to less success
at work.

Emotional stability also affects motivation at work through its moderately strong effect (ρ 
= .33) on self-efficacy (Judge, Locke, Durham, and Kluger, 1998). In essence, people
who do not see themselves as worthy and able are less confident, and interpret their
environment through a negative lens. Thus, they are more likely to view themselves as
victims, rate themselves and peers less favorably, and tend to be more dissatisfied with
themselves, their jobs, and lives in general (Judge et al., 1997; Hogan and Briggs, 1984;
Watson and Clark, 1984). These perceptions are likely to influence one's estimate of one's
fundamental capabilities to cope with work's exigencies. Taken together, people who are
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emotionally stable are more motivated because they feel greater confidence and control at
work, are more willing to engage in novel situations, and view life more positively.

Emotional stability is also (negatively) related to counterproductive behavior, which in
turn affects job performance. Hough et al. (1990) found a very large correlation of –.43 (ρ 
= −.681) between emotional stability and delinquency. In an extension of that meta-
analysis, Hough (1992) reported a correlation of .41 (ρ = .641) between emotional
stability (labeled adjustment) and law-abiding behavior. In essence, emotionally unstable
employees commit more theft, more delinquent or even criminal offenses, and have
greater incidences of absenteeism, tardiness, disciplinary actions, and fail to follow the
rules. Further support for the importance of emotional stability can be found by
examining meta-analytic evidence (Hough et al., 1990; Hough, 1992) about its
relationship to commendable behavior (ρ = .241) and personal discipline (ρ = .191).
Employees scoring high on emotional stability are likely to be steady, calm, and
predictable, which helps them obtain more commendations and recognition at work. In
turn, commendations along with fewer disciplinary actions and reprimands have been
linked to higher performance ratings (Borman, White, Pulakos, and Oppler, 1991).

In sum, people who are more confident, secure, and unflappable are more motivated at
work, which in turn increases performance. They are also more cooperative and more
actively participate in teamwork, which leads to higher job performance. Furthermore,
emotionally stable people are more committed to work and can more effectively cope
with short- and long-term changes at work, which enhances success. Poor “copers”
continually find themselves in situations they appraise as exceeding their cognitive
resources and level of motivation, while effective “copers” may seek out situations that
they find challenging or provide opportunities for personal growth. They are also more
likely to abide by the organization's rules and policies, and will exhibit more
commendable behaviors, which in turn leads to higher performance. In essence, stable
employees are predisposed to view events, themselves, and others in a positive light can
cope better, are more confident, motivated, and committed to work, are willing to help
others, and adhere to organizational rules and policies, which enables the employee to be
more successful at work.

Exceptions to this Universal Principle

The general principle in this chapter is that individuals should be selected on their level
of conscientiousness and emotional stability. However, this does not mean that these are
the only valid personality dimensions that predict performance. A sub-principle of this
chapter is that individuals should be selected on other personality dimensions according
to the specific requirements of the job and/or the nature of the criterion. Research has
shown that the other three personality dimensions in the FFM model (agreeableness,
extroversion, and openness to experience) are relevant in some jobs or for some specific
types of criteria. To clearly identify when these relationships are likely to be non-zero,
practitioners need to focus more on job requirements, demands, or what now are labeled
competencies. This does not imply an extensive, time-consuming, content-specific job
analysis. Rather, it suggests the relevance of these personality traits depends on the
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requirements and competencies generally demanded by the job to achieve successful job
performance. For example, if the job requires extensive interpersonal interaction of a
cooperative nature, agreeableness would be expected to be an important predictor. In fact,
recent research demonstrates that agreeableness is the single best predictor of teamwork
and is also related to service orientation (Mount et al., 1998). In contrast, if the nature of
the interpersonal interaction is competitive or requires persuasion or negotiating, then one
would expect extraversion to be a relevant predictor. Thus, extraversion has been found
to be a valid predictor of success in sales and management jobs (Barrick and Mount,
1991). Finally, it would be expected that companies that are seeking employees who are
flexible and highly adaptive to the rapid changes frequently encountered at work would
select on openness to experience. To date, however, there is very little evidence to
support this hypothesis. This is somewhat surprising, particularly when one recognizes
that college students tend to be almost a full standard deviation higher on this attribute
than non-college students are. However, as one would expect, employees higher on
openness to experience tend to have higher training performance than those low in
openness (Barrick and Mount, 1991). Thus, to date, the only criterion openness to
experience appears relevant for is training success. It should also be noted that trainees
scoring higher on extraversion have been found to be more successful during training.
This has been attributed to extraverts’ increased and more active participation during
training.

Implementing these Principles

The general principle that we have discussed is that employers should select applicants
who are hardworking, dependable, achievement-striving (i.e., conscientious) as well as
not temperamental, not stress prone, not anxious, and not worrisome (i.e., emotionally
stable). This is not a particularly surprising statement; however, a necessary first step
before a principle can be implemented is that it must be well understood. In this vein,
much progress has been made in the past decade in understanding how conscientiousness
and emotional stability relate to job performance. Equally important to the
implementation of these principles has been the contribution of industrial-organizational
psychologists to the development of reliable and valid measures of these concepts.

The use of personality assessment to select applicants requires collecting “personal” data.
To make sure that accurate data are collected in a fair manner, attention must be given to
the relevance of various personality traits, privacy and confidentiality of the information,
and some consideration of the “demands” of the applicant setting. Implementation
requires that the organization accurately identifies and measures applicant qualifications
relative to job requirements. Thus, before assessing personality traits, a job analysis
should be conducted to identify critical competencies and job requirements. By
understanding the critical requirements of the job, one will recognize which personality
traits are relevant predictors, in addition to conscientiousness and emotional stability.
However, some consideration must be given to the “job” itself. Today organizations are
moving away from the use of narrow, well-defined jobs and towards broader, less well-
defined, more amorphous jobs, with constantly changing content. The changing structure
of jobs implies there will be greater emphasis on those traits and qualities that are valid
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for all jobs (intelligence, conscientiousness, and emotional stability). Nevertheless, it will
be desirable to select on the other three personality traits (extraversion, agreeableness,
and openness to experience) when those traits are valid predictors of requirements for
jobs likely to be encountered by the people being hired.

Once it is known which specific traits will be assessed, consideration must also be given
to the best means for assessing personality. Research illustrates that co-workers,
customers, and supervisors at work can rate a person's personality, and those assessments
have been found to predict job performance better than self-reports of personality. For
example, Mount, Barrick, and Strauss (1994) found that the validity of co-worker and
customer ratings of conscientiousness was .37 and .42, respectively, in predicting
supervisor ratings of performance. The magnitude of these relationships approaches that
of general intelligence. The drawback of using observer ratings, however, is that they
cannot be used for external hiring.

The most common means of assessing personality is through self-report personality tests.
There are several valid measures of the Big Five traits. For example, the Personal
characteristics inventory (Mount, Barrick, Laffitte, and Callans, 1999) is a self-report
measure of the Big Five that asks applicants to report their agreement or disagreement
with 150 sentences. The measure takes about 30 minutes to complete and has a fifth- to
sixth-grade reading level. Another commonly used measure of the Big Five is the Hogan
personality inventory (Hogan and Hogan, 1995). Responses to the HPI can be scored to
yield measures of occupational success as well as employee reliability and service
orientation. A third alternative is the NEO personality inventory, which is also based on
the Big Five typology (Costa and McCrae, 1992). There are several versions of the NEO
and it has been translated into several languages.

An implementation concern in the use of personality inventories is that testing may be
seen as an invasion of privacy and confidentiality. Personality testing is a means to learn
about applicants’ traditional ways of thinking, feeling, and acting, and critics contend
such probing is a violation of privacy rights. Although a general right to privacy is not
explicitly stated in the US Constitution, some states, such as California, do incorporate
such a right in their state constitutions. However, employers who assess only job-relevant
personality traits should be able to prevail in these states. Courts generally seem inclined
to accept an argument that the information obtained bears a relationship to some
legitimate employer goal, such as higher job performance. Nevertheless, a practitioner
should examine the items of the personality test to determine whether there are invasive
or offensive test items. To evaluate items, the practitioner must consider the need to
balance the employer's right to know versus the employee's right to privacy.

Finally, some consideration of the demands of the applicant setting must be taken. There
is some concern that applicants may distort their responses to personality tests. This
concern becomes apparent when one considers the nature of some personality items. For
example, few applicants would agree with the statement that “others would describe me
as lazy or irresponsible at work,” if they desperately wanted the job. Given the near
impossibility of verifying responses to some of these questions, the possibility that
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impression management influences responses is quite real. In fact, research suggests
applicants do manage impressions, as scores are higher by one-half standard deviation
between applicant versus non-applicant settings. Given that a job is on the line when
applicants complete a personality test, the tendency to enhance their impression is
undeniable. Nevertheless, research clearly shows (Barrick and Mount, 1996) that
impression management does not significantly detract from the predictive validity of the
tests. Thus, it has yet to be shown that faking undermines the predictive validity of
personality tests in selection. However, an important implication from these findings is
that practitioners should not rely on norms based on incumbent responses, as they will
tend to be one-half standard deviation lower than norms derived from incumbent samples.

In sum, significant progress has been made in understanding the magnitude of the
relationship between conscientiousness and emotional stability and job performance and
the processes by which these concepts affect performance. Successful implementation of
the principles we advocate requires reliable and valid measures of both conscientiousness
and emotional stability. Over the past decade several measures of the five-factor
taxonomy of personality have been developed. None the less, additional research is
needed to further develop and refine these measures to overcome potential problems
associated with impression management and socially desirable responding.

Real-world Examples

Relationship of conscientiousness and emotional stability to career success

A recent study (Judge et al., 1999) investigated the relationship between traits from the
Big Five model of personality to success in careers spanning over 50 years. The ability to
predict success 50 years after assessing personality provides a rigorous test of the utility
of selecting applicants using conscientiousness and emotional stability. The data for this
study were obtained from the Intergenerational Studies Program, administered by the
Institute of Human Development, University of California at Berkeley. The sample
(average N = 194) was derived from children born in Berkeley, California in 1928 and
1929. Many measurements were collected from participants over the 60-year course of
the study. For example, there were two studies during later childhood (11–13 and again
16–18), as well as three major follow-up studies conducted when participants were in
early adulthood (30–38), middle age (41–50), and in late adulthood (53–62). In addition
to collecting personality and intelligence test data, the subject's job satisfaction, income,
and occupational status were collected during each of these studies. Thus, the records
were rich with personality and career data, and comparisons were made across data
collected at five different points in time (ranging from childhood to late adulthood).

Both childhood and early adulthood assessments of personality revealed enduring
relationships between personality traits and later career success. For example, childhood
assessments of conscientiousness and emotional stability predicted job satisfaction (r
= .40 and .22 respectively), income (.16 and .26 respectively), and occupational status (r
= .49 and .26 respectively), even in late adulthood. These results show that knowledge
about one's conscientiousness and emotional stability early in life proved to be an
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effective predictor of satisfaction and success in one's later career, even over a 50-year
time span. Results also demonstrated that these two personality traits explained
significant incremental variance in these measures of career success, even after
controlling for the influence of intelligence. Taken together, these results show that
highly conscientious and emotionally stable children earned higher salaries, were more
satisfied with their work, and attained higher positions in the social hierarchy later in life.
Obviously, organizations will be better off selecting individuals who are conscientious
and emotionally adjusted, as they will be rewarded by those decisions with higher
performance and more committed employees for years to come.

The generalizability of conscientiousness and emotional stability as predictors

During the 1980s, the army conducted the Selection and Classification Project (Project
A). Project A was a seven-year effort that was designed to investigate how the
contributions of selection could maximize performance within the constraints of one of
the largest operational personnel systems in the world. The army personnel system
includes over 276 jobs and hires, almost exclusively, inexperienced and untrained
persons to fill them. A major goal of Project A was to develop a battery of predictor
measures that would best serve the needs of all the jobs in the entire selection system for
entry-level enlisted personnel. Thus, this project examined all of the major domains of
individual differences that had potential for generating useful predictor variables. Several
versions of the test battery were developed and examined in an iterative sequence, with
each round of testing involving thousands of recruits or enlisted personnel. Rather than
review the extensive list of predictors examined, interested readers are referred to
Peterson, Hough, Dunnette, Rosse, Houston, Toquam, and Wing (1990). Suffice it to say
that the range of individual differences was extraordinarily comprehensive, ranging from
administrative/archival records to training achievement tests.

The study also rigorously modeled job performance to better understand what these
individual differences were predicting. Project A examined whether a single model of
performance would be stable across the large number of jobs available. Multiple methods
were used to generate over 200 performance indicators of a sub-sample of jobs. An
iterative procedure resulted in the identification of five broad performance dimensions
that were found in all jobs. Two of these performance measures focus on specific
technical competence called core technical proficiency and general soldiering proficiency.
While the former dimension appears to be a basic performance component for any job
(core task proficiency), the latter dimension would almost surely be specific to the
military. The analysis also identified three non job-specific performance dimensions that
are more under motivational control. These are called effort/leadership, maintaining
personal discipline, and physical fitness/military bearing. Again, while military bearing is
unique to the military, the other two dimensions are quite likely basic performance
components of almost any job. Although job performance was found to be
multidimensional, an overall decision could scale each performance measure by its
relative importance for a particular personnel decision or job.
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The findings (McHenry, Hough, Toquam, Hanson, and Ashworth, 1990) from this large-
scale project were that intelligence tests provided the best prediction of job-specific and
general task proficiency (core technical proficiency and general soldiering proficiency),
whereas the personality composites, particularly those traits measuring conscientiousness
and emotional stability, were the best predictors of giving extra effort and leadership
(multiple R = .33, uncorrected), exhibiting personal discipline (multiple R = .32,
uncorrected), and physical fitness and military bearing (multiple R = .37, uncorrected).
The study also illustrated the incremental validity contributed by other predictors over
intelligence. The greatest amount of incremental validity was generated by the
personality measures, especially when predicting effort and leadership (ΔR = .11),
personal discipline (ΔR = .19), and physical fitness and military bearing (ΔR = .21).
These results show the generalizable value of using conscientiousness and emotional
stability for purposes of selection.

Conclusion

The general principle in this chapter is that organizations should select employees based
on their conscientiousness and emotional stability. A sub-principle is that organizations
should also select on agreeableness, extraversion, or openness to experience when they
have been shown to be relevant for specific criteria or requirements of the job. Hiring
applicants who are more intelligent (as advocated in the first chapter) will result in
employees who are capable of acquiring more work-related facts and principles as well as
greater procedural knowledge and skill. This contributes to job success, particularly on
the core substantive or technical tasks central to the job. But hiring smart people is not
enough. Hiring applicants who are more conscientious and emotionally stable will result
in employees who are predisposed to exert greater effort at work, who persist at work for
a longer period of time, are able to more effectively cope with stress, and are more
committed to work. In addition, these employees are likely to be more responsible and
helpful to others at work, are more likely to remain on the job, and are less likely to
engage in counterproductive behaviors at work. In conclusion, hiring people who work
smarter (select on intelligence), and who work harder and cope better (select on
conscientiousness and emotional stability), will lead to increased individual productivity
which in turn will lead to increased organizational effectiveness.

1 These meta-analytic estimates were not corrected for statistical artifacts in the original
article, as most meta-analyses are. Thus, to make these meta-analytic estimates more
comparable to other results discussed in this article, they were fully corrected for
measurement error in the predictor and criterion, as well as for range restriction (Hunter
and Schmidt, 1990). To correct these estimates, the values reported by Barrick et al.
(1999) were used: where the average sample weighted predictor reliability value across
prior meta-analyses was .78; criterion reliability was .55; and range restriction was .93.
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Employment interviews are selection/recruitment devices in which applicants and
employers interact (e.g., face-to-face, via telephone) to gather data from each other that
will aid in making employment decisions. Because applicants and employers often have
multiple job opportunities or applicants, respectively, from which to choose, it is
important to gather accurate information quickly and easily. Interviews provide a flexible
tool for gathering and disseminating such information. Unlike other selection tools (e.g.,
tests, biodata inventories), interviews don't require expert help or large samples to
develop, implement, or interpret the data collected. Moreover, interviews can be easily
adapted to accomplish multiple goals – introducing applicants and employers, attracting
applicant interest, screening out unsuitable applicants, becoming comfortable with the
chosen option. This flexibility may account for its popularity; interviews (along with
reference checks) are the most common selection procedure used across a wide range of
jobs and industries (BNA, 1988; see Dipboye, 1992).

Their flexibility also makes interviews a difficult tool to use effectively. Interviews can
vary widely in question types and sequences, topics covered, numbers of interviewers and
applicants present, and consistency of these elements across applicants, as well as how
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much training and information interviewers have beforehand and what is done with their
evaluations and recommendations afterward. Some interview formats are better than
others at accomplishing various selection and recruitment goals; mismatches between the
format and interview goal can limit or even interfere with managers’ abilities to meet
selection and recruitment goals.

Empirical research has concentrated on interview usefulness in making selection
decisions, as measured by their criterion-related validity – that is, the correlation between
interviewers’ ratings and hired applicants’ job performances. Although this research has
yielded useful information about the interview formats needed to make good hiring
decisions, the use of interviews to achieve other organizational goals, such as attracting
good applicants, suggests the need for a broader perspective on what features make
interviews effective.

At issue is the need to make good joint decisions – that is, to offer jobs to and
successfully attract applicants with the best performance potential, and to reject or be
rejected by applicants with low performance potential. To do this, managers should
structure interviews to present and collect useful information in ways that help both
themselves and applicants evaluate relevant, important issues.

The purpose of this chapter is to review and summarize what we know about decision-
making and interviews as it pertains to improving applicant and organizational hiring
decisions. A primary theme of this chapter is that, by taking into account how such joint
decisions are made, managers can structure interviews to improve decision processes and
outcomes. I begin by describing the decision-making literature as it pertains to the task of
evaluating applicants and job opportunities. I then consider what we know about
interviews and the factors that affect hiring decisions and job choices. Next, I discuss
several principles for structuring interviews to facilitate effective decision-making.
Finally, I conclude with examples of how ineffective interviews can be restructured to
better accomplish both recruitment and selection goals.

Decision-making Research

Researchers using different theories have converged on the notion that when decision
makers are confronted with multiple options, they often use a two-stage decision process
(e.g., Beach, 1990; Payne, Bettman, and Johnson, 1988; Soelberg, 1967; Svenson, 1992).
Although their details differ, these theories suggest that decision makers first reduce the
total number of options by screening out clearly unsuitable options, often using simple
decision rules. For example, a manager might decide that, if applicants don't have at least
a GPA of 3.3 or two years of work experience, they should be rejected. During this
simple screening process, decision makers often identify a prospective top choice, that is,
an option that seems particularly likely to fit the decision criteria. At the second stage,
decision makers evaluate the remaining options more thoroughly with the goal of
choosing the “best” option. Unless a single option survives the initial screening process
(in which case, it is chosen; Beach, 1990), decision makers usually devote more effort to
this second-stage evaluation, although they often (but not always) select the prospective
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top choice from the first stage. This two-stage evaluation process has many parallels with
employment interview decisions. Both applicants and interviewers may make initial
decisions about whether to interview on the basis of little preliminary information (e.g.,
presence of grammatical errors in cover letters, company reputation or familiarity), and
they often use later information (including that gained from interviews) to evaluate each
other more thoroughly.

Within this two-stage evaluation/decision process, researchers have identified a variety of
cognitive, motivational, and contextual factors that can influence decision-making. The
cognitive factors include how decisions are framed (e.g., as the potential gain or potential
loss of good candidates; Tversky and Kahneman, 1981), a variety of heuristics or mental
shortcuts in evaluating options (e.g., using the similarity of applicants’ profiles to those of
successful job incumbents to judge suitability; Tversky and Kahneman, 1974), and a
propensity to look for information that confirms, rather than disconfirms, one's
expectations (Snyder and Swann, 1978). Motivational factors include decision makers’
goals, which can include the desire to be accurate, the desire to have a good rationale for
one's choice, or the desire to minimize the effort needed to reach a decision (Tyszka,
1998), and the desire to reach a particular conclusion or to choose a particular option
(Kunda, 1990). Finally, contextual factors include the characteristics of the set of
available options and whether options are evaluated one at a time or jointly (Hsee, Blount,
Loewenstein, and Bazerman, 1999). Decision researchers often find that preferences shift
depending on how options are presented – for example, a job candidate of average
qualifications might be evaluated differently if interviewed as the only person available
for the job rather than as one of several people available to be hired.

Decision-making in Interviews

Interviews represent an applied situation in which employers and applicants collect
information to make decisions about each other. As such, it is useful to examine what is
known about their effects on interviewers’ and applicants’ decisions, given what we
know about how malleable decision-making is generally.

Interviewers’ decisions

With regard to interviewers, studies show that their judgments can be swayed by many of
the cognitive, motivational, and contextual factors that affect other types of decisions.
Interviewers often rely on stereotypes as mental shortcuts to help them determine
applicant suitability, such as race, gender, age, or even weight-related biases (e.g.,
Gordon, Rozelle, and Baxter, 1988; Hitt and Barr, 1989; Pingitore, Dugoni, Tindale, and
Spring, 1994). Perhaps because interviews are frequently used to screen out unsuitable
applicants, interviewers give significantly more weight to negative than to positive
information when judging applicant suitability (Macan and Dipboye, 1988; Rowe, 1989).
Furthermore, interviewers often do not fully understand how they weight information
about applicants in forming suitability judgments: they overestimate the importance of
minor cues and underestimate the importance of major cues in how they have reached
their judgments (Zedeck and Kafry, 1977).
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Several features of the interview context and task can shift interviewers’ motivation and
thus their judgments. Research indicates that when determining applicant suitability,
interviewers often consider personal qualities (e.g., interpersonal skills, goal orientation,
appearance), how much they like applicants, and how well they think applicants would fit
with their organization's culture (Rynes and Gerhart, 1990). This subjectivity leaves room
for applicants to present themselves as likable, and thus garner more favorable
interviewer evaluations. Further, studies have shown repeatedly that interviewers use
résumé and other information about applicants to form preliminary impressions about
applicant suitability, and then behave in ways during the interview to gather information
that confirms their preliminary impressions (Dougherty, Turban, and Callender, 1994).
Contextual factors such as whether applicants are evaluated sequentially (versus all at the
same time) and the number of openings also influence suitability judgments, such that
applicants are held to higher standards when evaluated as part of a larger pool or when
there are fewer openings available (Huber, Northcraft, and Neale, 1990).

Given that interviewers’ judgments can be influenced by so many different factors, an
important question is whether interviewers in general can do a reasonable job of
predicting which applicants will perform well if hired. Research has shown that
individual differences exist in how accurate interviewers are at predicting performance –
some interviewers consistently do a better job than others (Dougherty, Ebert, and
Callender, 1986). Training interviewers does help improve their ability to predict who
will perform well (Dougherty et al., 1986), as does having interviewers set goals to form
accurate impressions (Neuberg, 1989). However, the biggest gains in predicting which
applicants will perform well on the job seem to come from structuring interviews. Across
interviewers, the use of structured interview formats leads to better prediction of job
performance (correlations range from .35 to .62) than does the use of unstructured
interviews (correlations range from .14 to .33; see Huffcutt and Arthur, 1994; McDaniel,
Whetzel, Schmidt, and Maurer, 1994; Wiesner and Cronshaw, 1988).

Applicants’ decisions

Although far less research has examined applicants’ decision processes, the existing
studies do suggest that many cognitive, motivational, and contextual factors can sway
applicants’ judgments. As with interviewers, applicants are concerned about finding jobs
whose attributes provide a good fit with their interests and needs (Rynes, Bretz, and
Gerhart, 1991). Applicants evaluate a job's attributes more positively, however, if their
interviewer was personable and friendly during the interview (Turban and Dougherty,
1992). Applicants also show bias in their judgments depending on their view of the
decision context: they evaluate jobs more favorably after the interview if they expect to
have fewer total job offers than they do if they expect to have many offers (Stevens,
1997).

Researchers have not examined whether applicants’ decisions following interviews
predict their subsequent job satisfaction or tenure with organizations. None the less, some
data indicate that interviews providing structured, realistic job information may help
applicants self-select out of jobs in which they might be unhappy, and among those who
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do accept jobs, exposure to realistic job information leads to longer tenure on the job (see
Premack and Wanous, 1985). This effect may be limited to situations in which applicants
have other job offers from which to choose, however (Saks, Wiesner, and Summers,
1994).

Structured interviews

Although interview structure does appear to be an important means for improving joint
decision-making, it is not always clear what it means to structure an interview. I define
interview structure as any standardization of the interview format, which can occur
across several dimensions. Campion, Palmer, and Campion (1997) identified 15 possible
dimensions of interview structure, including their content and process. The content
dimensions include basing question content on job analysis, asking the same questions of
all applicants, asking better questions, limiting applicant questions, reducing the use of
prompts or elaboration, ensuring that all interviews are of the same length, and
eliminating interviewers’ access to background information about applicants received
before the interview. The process dimensions include scoring each answer with anchored
rating scales, taking detailed notes, using multiple interviewers, having the same
interviewers rate all applicants, restricting cross-talk among interviewers, using statistical
procedures to combine interviewers’ ratings, and training all interviewers. The next
section uses research findings to derive sub-principles about which of these dimensions to
structure to improve organizations’ and applicants’ decisions.

Improving Decision-making Through Interview
Structure

Structuring interviews to improve decision-making necessarily involves trade-offs
between the use of standardized practices and interviewer/applicant discretion. That is,
highly structured interview formats substantially reduce interviewer and applicant
flexibility to adapt interviews to meet their needs. For interviewers, this may lessen job
challenge and satisfaction (see chapter 6 below), thereby undermining motivation or
performance. Among applicants, reduced discretion may lead them to view the interview
procedures as unfair or as signals that the organization does not value employees’
independent contributions (Rynes, 1989). For these reasons, the principles below are
designed to balance the benefits of structure with the need for some discretion.

Sub-principle 1: train interviewers

Providing training in effective selection and recruitment techniques enables interviewers
to adapt interviews to the’ needs of each situation while improving decision-making by
adding some structure. If interviewers need to concentrate on selection during their
interviews (i.e., due to large numbers of applicants who cannot be screened with other
preliminary devices such as cognitive ability tests; see chapter 1 above), training can
focus on how to generate interview questions based on job analysis that differentiate
good from poor performers. Research indicates that, without training, interviewers ask
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fewer openended, secondary, and performance-differentiating questions (Stevens, 1998).
Screening-oriented interviewers can also be trained to evaluate applicants’ answers by
making finer discriminations among performance levels. Again, research suggests that
untrained interviewers are significantly harsher in their evaluations than are trained
interviewers when screening applicants (Stevens, 1998). Thus, training can help ensure
that interviewers’ evaluations are more consistent across different contexts (e.g., number
of openings, interview purpose).

If interviewers must focus on recruitment (e.g., due to labor shortages), they can be
trained to volunteer helpful information for use in applicants’ decision-making. They
should also be trained to listen carefully to applicants’ questions and concerns and to
respond warmly, as these behaviors predict increased applicant attraction (Turban and
Dougherty, 1992). Regardless of the interview's purpose, all interviewers should be
trained to control the flow and sequence of topics discussed during interviews. Without
training, interviewers do not provide an overview of how the interview time will be spent
and often digress into unrelated topics while using less than the allotted time for
interviewing purposes (Stevens, 1998). Moreover, applicants perceive untrained
interviewers as less professional and less organized than they do trained interviewers. For
some applicants, this may result in lowered organizational attraction, due to inferences
about how employees are likely to be treated (e.g., Rynes, 1989).

Sub-principle 2: develop standard questions and scoring criteria, based on job
analysis, for use with all applicants

In some cases, it may be impractical to provide extensive interviewer training or to ask
interviewers to develop their own job-related questions. In these cases, organizations may
wish to replace or supplement interviewer training with an organizational initiative to
develop standardized questions for particular job categories. Such initiatives would be
most relevant when interviews are oriented toward selection. Standardized questions
improve decision-making by ensuring that the information obtained is job relevant and
comparable across all applicants. Moreover, using a set of standard questions and
evaluation criteria prepared in advance may reduce confirmatory bias among interviewers,
who look for and behave in ways that prompt applicants to give information consistent
with interviewers’ preliminary expectations (Dougherty et al., 1994).

Sub-principle 3: request that interviewers take detailed notes on applicants’ answers

Taking notes on how applicants respond to each question can ensure accurate recall of the
information conveyed. It can also increase learning (Kiewra, DuBois, Christian, McShane,
Meyerhoffer, and Roskelley, 1991) and may communicate to applicants that interviewers
are interested in what they have to say. Requesting that interviewers record the details of
answers, rather than their conclusions about applicants, can reduce task complexity –
interviewers can listen to and follow up on applicants’ answers without having to
simultaneously rate answers in situ. This should help them consider more carefully what
applicants have to say, and make ratings without the added pressure of maintaining the
interview dialog or shielding their evaluations from applicants who are seated nearby.
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Sub-principle 4: if pre-interview information about applicants is provided, ensure
that it is valid

Research has shown that, when interviewers have access to information about applicants
before the interview (e.g., from résumés or test scores), this information leads them to
form hypotheses about applicant suitability (Snyder and Swann, 1978). Given that
decision makers try to identify their prospective top choices during initial screening, this
tendency is not surprising. However, two problems may arise. First, interviewers may
behave in ways that prompt applicants to confirm interviewers’ expectations. Second, the
incremental validity – the added benefit of using interviews along with other selection
devices to predict job performance – is reduced.

These problems have led some researchers to recommend that all pre-interview
information about applicants be withheld from interviewers (e.g., Dipboye, 1989).
Although this would ensure that interviewers are not biased, it may not be practical. For
example, this procedure would not enable interviewers to clarify or probe incomplete or
ambiguous résumé or application information. It also makes it harder for interviewers to
understand the work or educational context of applicants’ answers to interview questions;
applicants’ answers to the same behavioral interview question might be evaluated
differently if interviewers knew more about the circumstances in which applicants’
behavior occurred. Finally, the downsizing and restructuring initiatives in many
organizations have limited the staff available to make hiring decisions. Often the same
individuals must both screen résumés to determine whom to interview and then conduct
the interviews. Withholding pre-interview information about applicants in such
circumstances is not possible.

If interviews are being used to help recruit applicants, access to pre-interview
information may be helpful in determining how to discuss the job and company. The
primary concern here would be to ensure that any pre-interview information provided is
valid – for example, cognitive ability test scores or data about prior job performance. If
interviewers’ pre-interview expectations are based on valid information, behavioral
confirmation tendencies during the interview should pose less of a problem.

The concern about incremental validity – what interviews add to selection decisions
beyond what is provided by other selection devices – is an issue primarily if
organizations require multiple, non-redundant predictors of job performance. This might
be the case if the job is one in which excellent performance is needed quickly and
performance problems may lead to catastrophic results (e.g., senior management
positions, jobs involving handling of hazardous equipment or materials). In these
situations, pre-interview information might be usefully withheld. In less extreme
situations, however, valid pre-interview information might be released to help managers
reach greater confidence in their final selection of applicants. Recall that the second stage
in many decisions involves differentiating options to choose the best one; thus, interviews
may be less important as predictors of performance than in helping organizational
representatives feel comfortable with the applicants selected.
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Sub-principle 5: ask applicants about their decision processes and criteria, and
share realistic information tailored to those processes and criteria

Just as managers are interested in applicants who fit with their organizations, applicants
typically seek organizations that provide a good fit with their interests and needs (Rynes,
Bretz, and Gerhart, 1991). Applicants are concerned about many of the same criteria: job
type, location, pay level, training opportunities. However, the type of information they
want and how these criteria will affect their decision process varies both across applicants
and across time among the same applicants. Accordingly, interviewers can structure
interviews to help applicants make good decisions by asking about the factors that will be
important in applicants’ decisions and the context in which their decisions will be made.

There are several benefits to this form of interview structure. First, interviewers can offer
realistic information tailored to applicants’ interests, rather than providing a standard
“speech” about their organizations’ positive attributes. To the extent that other firms do
not provide such individualized approaches, this practice may help firms gain an
advantage in attracting applicants’ interest. A second benefit is that such information can
help interviewers estimate the probability that an offer would be accepted if extended.
Applicants for whom one's organization does not meet important criteria are less likely to
accept offers, and firms that identify likely mismatches early may better spend their time
and effort pursuing other attractive applicants who are more likely to accept offers.

Interviewers may also find it helpful to inquire about applicants’ decision process,
particularly the number of offers they expect to receive or have received. This contextual
factor has been shown to have dramatic effects on decision-making in other contexts –
decision makers may reverse their preference for the same option when it is presented by
itself instead of as one of multiple options from which to choose (Hsee et al., 1999).
Consistent with this, recruitment research has shown that applicants who expect to
receive fewer offers evaluate a given firm more favorably after their interviews with that
firm than do applicants who expect to receive multiple job offers (Stevens, 1997).
Interviewers thus may gain insight into how their recruitment information will be
received by asking about applicants’ expectations for success in their job searches.

Case Examples

I have suggested that structure helps interviewers gather and disseminate information
useful for making decisions. To illustrate this process, I will provide several examples
from my own research. The first example comes from the transcript of an untrained
interviewer who was screening applicants for a large public accounting firm. My research
found that untrained interviewers ask fewer open-ended, follow-up, and performance-
differentiating questions. They also tend to ask patterns of such questions in ways that are
transparent – that is, phrased to indicate the desired response. This interviewer's questions
are typical of this (the numbers represent turns at talk).

 211. INTERVIEWER. What else have you done that ah, you feel would be
helpful to you in public accounting?
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 212. APPLICANT. Oh, gee, as far as extracurricular? Well I was in a lot of
service clubs and, you know, I've worked with people, done March of Dimes,
things like that. Just dealing with people.

 213. INTERVIEWER. How would you say your communication skills are?
 214. APPLICANT. I think they're pretty good. I think I have pretty good

communication skills. Listening is part of it, yeah, so –
 215. INTERVIEWER. Okay.

When screening applicants, this interviewer would obtain more useful information by
rephrasing and following up on these questions. For example, the question about what the
applicant has done that would be helpful in a career in public accounting would yield
more helpful data if the interviewer asked follow-up questions about what roles the
applicant had held in various service clubs, and what specific things she had done for the
March of Dimes. Asking about specific instances in which the applicant had worked with
other people in these roles would provide important clues about how the applicant would
interact with clients and co-workers. Likewise, the question about communication skills
would prompt most applicants to answer that they had good communication skills – the
“right” answer is transparent. Rather than asking the applicant to evaluate her own skills
and taking this information at face value, the interviewer might instead ask about
instances in which the applicant has had to deal with misunderstandings with other
students or co-workers, and what she did to address the problem. Answers to this type of
question would provide more concrete data about the applicant's communication skills
and would allow fewer opportunities for the applicant to manage the interviewer's
impression.

In contrast, the following (edited) segment shows how trained interviewers with
standardized questions phrased to follow up on and differentiate applicants’ performance
potential can gather high-quality information.

 103. INTERVIEWER. Now I'd like to spend a little bit of time talking about
decision-making and problem-solving. Tell me about a particular difficult
decision you had to make.

 104. APPLICANT. Um, well … that ah, decision on the design approach, it was
very difficult for me. ‘Cause I didn't want to – I had the authority to overrule the
design team. But I didn't want to use that um, unless I was absolutely sure they
were wrong. I didn't want to alienate either the architect-engineer or the design
team. And that resulted in a lot of squabbles and a lot of running back and forth
negotiating between people to find out what – what was the best way …

 105. INTERVIEWER. Mmm. So what were the things, some things you just
considered in your decision?

 106. APPLICANT. Um, I had to consider the qualifications of the person. Ah,
whether they really knew what they were talking about. Um, another factor was
there was a definite bias between the design team and the architect-engineer. They
all took many years of, of infighting. And I had to try to consider how much of
this is just due to the fact that “This person's designing it so I know it's no good,”
as opposed to, “It's just … not going to work in our best interests.”



 107. INTERVIEWER. Okay. And so what do you … see then you decided
where you ended up going with … ?

 108. APPLICANT. Design team's modifications, even though it was more
expensive. In the long run, it proved to be ah, a better, um more cost-effective
way of operating.

Recruitment goals can also be met by structuring interviews through training and use of
standardized questions. My research has indicated that recruitment-oriented interviewers
were less likely than screening-oriented interviewers to receive training. Given that
untrained interviewers are perceived as less organized and less professional, this trend is
unfortunate. Untrained interviewers tended to talk more and to jump around between
asking and answering questions, providing unrequested information, and digressing into
non job-related topics. This problem is illustrated in the next example, in which an
untrained interviewer attempted to recruit an applicant for an insurance sales position.
Although this segment is edited, much of the dialog between this interviewer and
applicant followed the same pattern in which the interviewer did most of the talking.

 25–31. INTERVIEWER. Here are some reasons why you would want to choose
a career with [name of firm]. We guarantee your income while you start, develop
your own image on being your own boss, getting, ah, getting into management
career status, extra benefits, ah, and on the back here, are twelve good reasons …
why you would want to be an insurance agent. And, um, here is, ah, a brochure
that explains ah, the training program in general … terms. It's a lifelong training
program. Um, we have, we feel, the finest training, uh, in the industry, ahh, as a
company … And I believe, in my district, we have, ah, the finest training in
America simply because we use the company training in the first six–twelve
months or so, and after that we go into material, we make available to you
material from the Insurance Institute of America. Now when I say make available
to you, ah, we recruit and train people from all walks of life. Some people can't
handle the material from the Insurance Institute of America because it's college
level and/or they don't have the math background or they don't have the interest,
study skills … to do it. I put on six people in 19[…] and to date, ah, none of them
have taken advantage of all the material that I could give them. Because, well, it's
not all bad either. Some of them, three of them are college students and they're
doing so well that they don't have the time, they won't take the time to, to attend
the course. Ah, one of ‘em has gone through a couple of ‘em or attempted to go
through a couple of ‘em, but, ah, nevertheless I've kept my end of the bargain and
I would make it available to her and now in their second or third year, ah, they
would take it a little more serious, ah, the more advanced learning of insurance.
Okay?

 32. APPLICANT. Um-hmm.
 33. INTERVIEWER. So we say we'll make it available to you, if you're good

enough to take advantage of it, that's fine.
 34. APPLICANT. Um-hmm.



This interviewer clearly has a lot of positive information about his company to convey to
applicants. Yet, this approach – doing all of the talking, without finding out the
applicant's interests or criteria for making decisions – doesn't allow him to tailor his
“pitch” to her as an individual. He may or may not cover information about his company
that would be of interest to her. A smarter strategy would be to ask her questions about
why she was exploring a career in insurance sales, what she is looking for in a job or
company, and what other jobs and organizations she has considered. Not only would this
approach be more efficient in communicating the information of greatest interest to her,
but it would also convey interest and concern in her as an individual. This interviewer
might also spend some time talking about the less attractive aspects of being in insurance
sales as a way to make the rest of the information he provides appear more balanced and
credible.

A better way to approach this issue is provided in the final example, which is too lengthy
to reprint here. The opening was for a human resources internship rotation program in a
Jarge conglomerate, and the interviewer determined through the résumé and some
preliminary questions that the applicant had outstanding qualifications. She then shifted
the focus of their discussion to the factors that would be important in the applicant's
decision, and discovered that his wife was applying to medical schools across the country.
This enabled the interviewer to pinpoint several divisions to which he could be assigned
that were located near his wife's preferred schools. Note that, had she relied on a prepared
speech about the company's programs and benefits, she would have neglected to provide
this critical information about how her company could meet this applicant's needs.

Summary

Interviews are typically used as one in a set of selection/recruitment tools for helping to
make organizational entry decisions. Because they are flexible, interviews can be used to
accomplish multiple purposes, such as recruitment, introductions, screening out
unsuitable candidates, and so on. This flexibility can also be a hindrance, however, as
research on decision-making shows that decision processes are susceptible to myriad
cognitive, motivational, and contextual influences that may degrade the quality of the
final decision.

Increasing interview structure can help managers achieve their recruitment or selection
goals by helping to minimize the impact of extraneous influences on interviewers’ and
applicants’ decision processes. Structuring interviews introduces some standardization in
procedures to make the judgments that follow less variable. Wisely structuring interviews
to balance the need for standardization with the need for interviewer and applicant
discretion can ensure that both organizations and applicants get the most out of the
process.
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All employees undertake some form of formal or informal training throughout their
professional careers. In fact, learning and training are a way of life in modern
organizations, with employees expected to hold up-to-date, job-relevant knowledge, skills,
and attitudes (KSAs: traditionally in the literature the “A” refers to ability; for our
purpose here we refer to it as attitudes). Organizations also require that these KSAs are
applied appropriately to the job as a means to remain competitive and to function
effectively and profitably. Given the global economy and explosion of technology in
recent years, the market demands these attributes from organizations – higher
productivity, better service, higher profits, better performance, and increased quality. So
organizations must provide (for the most part) the means for employees to acquire and
maintain the needed KSAs. Human capital is the biggest asset organizations possess and
they invest heavily in this capital. In fact, we know that organizations invest $55.3 billion
in training their workforces (Bassi and Van Buren, 1998), and are responsible for
providing workplace learning and performance-improvement interventions. Given this
investment, organizations are being more strategic in demanding and supplying
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workplace learning opportunities. Training is going through a revolution in organizations
and is enjoying some interesting times.

This concern for workplace learning and investment in training by industry and
government has generated an explosion of training research from many disciplines.
Educational, cognitive, social, military, industrial/organizational, and human factors
psychologists, in conjunction with management scholars and system designers, have all
contributed to a wealth of information about the design and delivery of training. We
know more about training effectiveness than ever before. The field is now richer
theoretically, methodologically, and empirically (Tannenbaum and Yukl, 1992). The
literature on training continues to grow and has a promising future. There is also a
concerted effort by scientists and practitioners of training to impact practice, exploit
technological advances, manage knowledge, provide continuous learning environments,
and make a difference in organizations.

In this chapter, we discuss four general training phases. These phases, if executed
systematically, will generate effective training. We have also extracted from the research
generated over the last two decades (and maybe more) several guiding principles and
guidelines in support of each phase. These phases, and the associated guiding principles
and guidelines, represent what we know works, what needs to be done, and what must be
considered when designing and delivering training in organizations. We hope that these
will guide those in the practice of delivering and implementing training and provide food
for thought for those interested in research.

TABLE 4.1 Summary of training phases, principles, and guidelines

Phase of
training

Guiding principles Guidelines

Analyze training
needs

Focus on uncovering needed
KSAs

♦ Analyze tasks for knowledge
(cognitive) requirements as well as skill
requirements

♦ Analyze tasks for attitude requirements

♦ Don't rely only on what subject-matter
experts (SMEs) say about the tasks

♦ Employ sound principles of job/task
analysis

♦ Train competencies, not tasks

♦ Seek to train common competencies that
underlie several tasks

♦ Develop specific training objectives

Prepare the organization for
training

♦ Ensure the organization sends positive
messages about training

♦ Allow employees to select training
when possible

♦ Make mandatory training as painless as
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Phase of
training

Guiding principles Guidelines

possible

♦ Ensure that employees see the value of
training (valance)

Design and
develop
instruction

Rely on sound theories of
learning as a basis for
training design

♦ Seek guidance from literature

Set up appropriate pre-
practice conditions

♦ Use advance organizers where
appropriate

♦ Use pre-practice briefs

♦ Train meta-cognitive strategies

Apply sound instructional
principles

♦ Tailor instructional strategy to match
targeted KSAs/training objectives

♦ Provide hands-on practice where
feasible (including role-plays)

♦ Provide models/demonstrations of
desired behavior

♦ Ensure that underlying knowledge has
been trained, before moving to skills

♦ Set difficult but achievable goals in
training

♦ Design training to build self- (or
collective-) efficacy

♦ Provide feedback in accordance with the
guidelines in the literature

♦ To maximize transfer, structure the
practice conditions

Seek to diagnose and remedy
KSA deficiencies

♦ Measure performance against stated
objectives

♦ Develop measures of process as well as
outcome

♦ Develop measures at both the team and
individual level (if applicable)

♦ Use technology to aid measurement

♦ Tailor subsequent instruction to current
achievement level

Implement
training

Set up the training
environment

♦ Train the trainers

♦ Ensure that the training facility is
comfortable

♦ Provide adequate equipment/resources

Set a climate for learning ♦ Encourage participation

♦ Provide a non-critical environment



Phase of
training

Guiding principles Guidelines

♦ Use feedback constructively

♦ Exploit technology to support the
learning process

Prepare the environment to
transfer the KSAs to the job

♦ Provide incentives for transfer

♦ Provide opportunities to practice
targeted KSAs

♦ Ensure supervisory support

♦ Implement relapse prevention
procedures

♦ Reinforce desired behavior

♦ Show employees the value of newly
acquired KSAs

Evaluate the
training

Determine training
effectiveness

♦ Examine training objectives and build
evaluation criteria linked to those
objectives

♦ Measure knowledge acquisition to
diagnose the effectiveness of training

♦ Measure performance on the job

♦ Measure job-related attitudes

Assess organizational impact
♦ Ensure a link between training
objectives and desired organizational
outcomes

♦ Measure desired outcomes

♦ Measure outcomes at the appropriate
level

We start with our most important advice: Be systematic. Effective training is
accomplished when we approach it in sequential phases. As noted, effective training
requires attention to four phases. We discuss these below and under each offer specific
principles (i.e., principles to guide the focus and shape the essential elements needed in
each phase) and guidelines. These are also summarized in table 4.1.

Analyze Training Needs

Analyzing training needs is probably the most critical phase in designing training.
Decisions made at the onset of training design drive the rest of the process. So analyzing
training needs must be accomplished with care. Activities in this phase include
determining skill deficiencies, forecasting new skill requirements, and setting an
environment in the organization to facilitate learning.

Focus on uncovering needed KSAs
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To uncover KSAs one must conduct a task analysis/cognitive task analysis. There are
many tools for conducting these analyses (Levine, 1983; Klein and Militello, in press), all
yielding a decomposition of the task requirements into the required KSAs to perform
each. When conducting a task analysis/cognitive task analysis one needs to pay attention
to several issues. For example, given the influence of information technology in most
modern jobs, and thereby placing higher demand on cognitive skills, organizations should
analyze tasks to uncover the knowledge (cognitive) requirements as well as skill
requirements. We tend to focus on the “S” (of KSAs) because it is easier to observe,
record, and track observable skills rather than relatively unobservable knowledge. And
traditional task job/analysis approaches are good at delineating skills. But organizations
(and traditional instructional design models) too often ignore the “K”, an important
component of many jobs. Knowledge – what one knows or needs to know about the tasks,
the people, or the situation – is the basis for decision-making, judgment, problem
detection and attention management. Therefore, understanding the knowledge
requirements of a job, means identifying the strategies for making decisions, the patterns
used to make a judgment, and the cues that are important for performing tasks. All of
these are critical for designing, for example, effective decision-making training.

Attention should also be paid to the attitude requirements of a job. Job-related emotions
are also an integral part of what people do in their work. Emotions shape how, when, and
if people perform a task. What people feel about a task in some cases is as important as
what they think or do. Attitudes such as self-efficacy, goal orientation, collective
orientation, and mutual trust have been demonstrated to be powerful predictors of
individual and group learning (e.g., Ford et al., 1997, 1998; Driskell and Salas, 1992).
Despite this, organizations often overlook or underestimate attitude requirements. One
way to be thorough in uncovering the needed KSAs is to employ sound principles of
job/task analysis and cognitive task analysis (Levine, 1983; Klein and Militello, in press).

When conducting a task/cognitive analysis, designers almost always rely on subject-
matter experts (SMEs). SME input and knowledge about the tasks are crucial. However,
SME input must be managed. There are two issues here. First, we know that SMEs often
have a difficult time articulating what they know. In fact, expertise is not necessarily
accessible so that extracting task information is more an art than a science. However,
knowledge elicitation techniques that help the process, and these seem to work (see
Cooke, 1994), have been developed of late.

Second, SMEs know about the job, but not (necessarily) about designing training. We
should rely on SMEs to articulate the task requirements, and rely on training experts for
designing and delivering training. In many organizations, the SMEs (task experts) are
also considered the training experts and sometimes even the training designers, which
may lead to costly and inefficient training. SMEs, like others who are not training
professionals, often hold simplistic models of training since they are not familiar with the
science of training. In short, we recommend not relying only on SME input for designing
training. Organizations should not assume that anyone who has ever attended training is
an instructional expert. Instead, SMEs should be consulted for task requirements; training
experts for designing training.
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Prepare the organization and trainees for training

Recent models of training effectiveness clearly suggest that there are pre-training
conditions that facilitate learning (e.g., Tannenbaum, Mathieu, Salas, and Cannon-
Bowers, 1991). For example, the climate of an organization plays an integral role in the
effectiveness of the training. That is, the perceived amount of support provided by the
organization toward training dictates the learning outcome and transfer of what was
learned back to the job. There are steps that organizations can take before designing and
delivering training that will maximize success. First, we suggest conducting an
organizational analysis. That is, determine whether the organization is ready for training.
How is training to be used in the organization? What messages does the organization
send with training? What are the rules (written or unwritten), policies, and procedures for
training in the organization? These issues all affect how the organization communicates
its values about training to its employees. We offer several suggestions about how to
prepare the organization and trainees for training. For example, we suggest ensuring the
organization sends positive messages about training. Ensure that employees see the
benefit of training and are rewarded for seeking workplace learning opportunities – use
training as a reward, not a punishment. Also, having a choice about attending training
makes a difference. When trainees have a choice of attending, they have a higher
motivation to learn; therefore, allow employees to select training when possible. In some
cases, regulatory mandates dictate that certain training is completed. However,
organizations should make mandatory training as painless as possible. When training is
mandatory, provide motivational incentives (e.g. time off) where possible. Furthermore,
how the organization communicates who goes to training also makes a difference. The
manner in which trainees are selected and notified influences the satisfaction, motivation,
and the outcome of the training. Finally, an aspect ignored by many organizations is the
lack of communication to the trainees about the value of learning. Often employees ask
themselves: Why do I have to take this training? Is this training important? How will it
help me advance or help me to do a better job? Ensuring that employees see the value of
training (valance) will go a long way in ensuring that targeted material is learned and
applied to the job.

In sum, determining training needs is essential. Knowing what, why, when, who, and
how to train before designing training is an organizational imperative. This is the first and
most important step for designing and delivering effective training. A focus on
uncovering needed KSAs and preparing the organization and trainees is an essential
principle for getting the most out of training.

Design and Develop Instruction

The second phase of training development consists of designing and developing the
instructional content, objectives, materials, and curricula and preparing all the resources
needed for delivering the training (whether on-the-job, within the organization's training
department or in a remote facility). A number of very important choices happen during
this phase. The instructional developer needs to decide, for example, in what medium the
instruction will be delivered; in what sequence it will be delivered; what examples are
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appropriate for the content; how will trainees practice; what feedback will be delivered
(and how); and what the instructor's role will be. These decisions determine the structure
and nature of training. And the science of training can provide some guidance.

Rely on sound theories of learning as a basis for training design

Training is a behavioral/cognitive/affective event (Kraiger, Ford, and Salas, 1993).
According to Goldstein (1993: 3), training is defined as “the acquisition of skills,
concepts, or attitudes which result in improved performance in another environment.”
Training is about imparting job-relevant KSAs. It is about KSA acquisition and the
transfer of these to the job and to novel situations. It is about improving the behavioral
repertoire of employees so that they can cope with task demands. Therefore, training is
designed to produce, for example, more capable supervisors, safer and more competent
pilots, or more effective sales associates. The focus of the training is to ensure the
trainees learn, for example, conflict resolution skills, leadership skills, decision-making
skills or interpersonal skills. While these may seem like diverse and unrelated knowledge,
skills, and attitudes, we know that learning occurs when trainees are presented with
information about the task, when they are presented with examples or models of effective
(or ineffective) performance; when they are allowed to practice the KSAs; and when
feedback is given during and after the task is performed. While this sequence may seem
obvious (and it is), current emphasis is often on the technology or the delivery
mechanism of training, which detracts from the core of training – learning. A focus on
learning then underscores the importance of conducting thorough training need analysis
(as discussed above); designing learning environments; choosing relevant instructional
strategies; facilitating transfer; and evaluating the training. We discuss these below in
more detail.

We must not lose sight when designing training systems that learning is a dynamic
process. Learning occurs over time; it is not a one-time event, single program, or isolated
lecture. It is a continuous process that evolves and matures over time. Expert
performance develops over ten years or more. Further, research shows that expertise
develops with exposure to a variety of situations, with consistent and prolonged practice,
and with feedback from either the task itself or from a coach/instructor. Research on
expertise has provided useful insights about skill acquisition and learning with direct
relevance to the design of training. These insights, generated by a science of learning,
provide guidance on how to design effective learning environments (e.g., creating
conditions for practice), for selecting instructional strategies (e.g., determining how to
present and demonstrate job-relevant knowledge), facilitating transfer (e.g., what to
reinforce on the job), and for evaluating the efficiency of training (e.g., what behavior,
actions or events to measure). So, a focus on learning allows training designers to rely on
the science of training.

The importance of theory in training (and for that matter in all applied psychology)
cannot be overstated. Without theory, training design and delivery can lead to poor
learning outcomes. Without theory, training research (and practice) becomes piecemeal
and trivial, and the accumulation of knowledge is retarded. Training must comprise a set
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of theoretically based instructional strategies, methods, tools and content. In fact, a
common misperception in organizations is that practice makes perfect. Organizations just
want trainees to practice as much as possible in simulations or on the job. Few would
argue that some practice is needed to learn a task. But not all practice is created equal.
Practice needs to be guided, feedback has to be given, and it has to be related to the
training objectives.

Training is more than just a program or a nice facility in the wilderness. And as already
stated, training is more than just technology (e.g., multi-media). Therefore, designers
must rely on theories to guide training design, and there are a number of theories that are
useful. For example, Anderson's ACT (Anderson, 1983), mental models (Johnson-Laird,
1983), self-regulation (Collins, Brown, and Newman, 1989), metacognition (Cohen,
Freeman, and Wolf, 1996), social learning (Bandura, 1986) and individual differences
(Ackerman, 1987) just to name a few. There are also a number of frameworks that are
relevant as well. For example, frameworks concerning transfer of training (Baldwin and
Ford, 1988), training effectiveness (Tannenbaum, et al., 1991; Noe, 1986) and team
training (Salas and Cannon-Bowers, 1997) can all inform training design.

Set up appropriate pre-practice conditions

Recently it has been suggested that attention needs to be paid to the pre-practice
environment as a means to improve training (Cannon-Bowers, Rhodenizer, Salas, and
Bowers, 1998). Specifically, it has been argued that steps can be taken before training
begins that will enhance learning. For example, providing trainees with attentional advice
– that is, information about which strategies will lead to optimal learning. In addition,
training metacognitive (self-regulatory) skills can help trainees better manage their own
learning process.

Other pre-practice conditions that can enhance learning include: advance organizers (i.e.,
providing organization of material ahead of training); goal orientation (i.e., getting
trainees to focus on mastery of learning objectives rather than performance outcomes);
and preparatory information (i.e., explanation of psychological or emotional reactions
that are likely to occur in stressful or difficult environments). In team training situations,
team pre-briefs are also useful as a means to define team member roles and
responsibilities and lay out coordination demands.

One of the greatest advantages of exploiting pre-practice conditions as a means to
enhance learning is that they are relatively cheap and easy to implement. Certainly, it is
worth an organization's while to investigate the applicability of these interventions to
their training situations.

Apply sound instructional principles

Training is about applying pedagogically sound principles to the design and delivery of
training. And there are many principles in the literature. These include, just to name a few:
provide immediate and specific feedback, provide training in context, use cognitive and
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behavioral modeling, break complex tasks into simple pieces, ensure the active
participation of the trainee, and allow for meaningful practice. It is our experience that
many instructional designers do not use pedagogical principles to guide their design
decisions. The problem is that application of this information may be more an art than a
science. At the heart of the issue is the fact that the science of training has not (yet, at
least) generated sufficient prescriptive guidance on how, when, and where to apply these
principles. There is not one place or source where instructional designers can go to obtain
specific, concrete, or clear guidance. The reasons for this are many and go beyond the
scope of this chapter. However, there is some good news. Progress has been made and
there are some pedagogically sound principles that can be used today. For example, we
know that in order to elicit the targeted KSAs, designers should embed opportunities to
practice them in exercises or simulations. These opportunities, in the form of events or
“triggers,” allow the observation (and practice) of the required KSAs so that subsequent
feedback can be generated. Similarly, designers should ensure that two additional
conditions are created. One is that the exercises, role-plays, or simulations provide hands-
on practice (where feasible and affordable) of the targeted KSAs; a second is that the
instructional strategy chosen provides models and/or demonstrations of desired behavior.
So basically, designers should tailor the instructional strategy to match targeted KSAs
and training objectives.

Another important consideration for instructional designers is that in structuring the
sequence for training, one needs to ensure that the underlying knowledge has been trained,
before moving to skills. Trainees must know what the concepts, rules, definitions, or
procedures are before applying them to the task.

In addition, there are pockets of literature that provide specific guidance for designers.
The goal-setting literature tells us to set difficult, but achievable goals in training. The
feedback literature suggests, for example, that during skill acquisition one should provide
accurate, relevant, and timely knowledge of results that are useful (there are many other
feedback principles). Social learning theory clearly demonstrates that training should be
designed to build self- as well as collective- (in the case of team training) efficacy. And
the transfer of training literature shows that to maximize transfer, practice needs to be
structured and sequenced in a way consistent with the targeted KSAs on the job. It also
stands to reason that training should seek to impart underlying competencies – the KSAs
– and not train tasks per se. Training tasks is inefficient and, depending on the
complexity of the job, may be impossible to achieve. Conversely, training underlying
competencies facilitates transfer of skills to many tasks. Also, designers should seek to
train common competencies that underlie several tasks. This will also enhance the
probabilities of transfer of the trained skills to the job.

So, there are pedagogically sound principles (see table 4.1) that can guide the design
process. These must be followed to ensure effective training delivery.

Seek to diagnose and remedy KSA deficiencies
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The issue of measurement is of paramount concern to training design and delivery.
Measurement is the basis for learning. Measurement creates opportunities to assess what
has been learned and what else is needed. Therefore, all training must measure
performance against stated objectives. In order to be diagnostic in training, the
measurement system must be sensitive to moment-to-moment changes in skill acquisition
and must determine the level achieved. Clearly, then, for training one needs to develop
measures of process as well as outcome. In addition to developing measures of process
and outcome, the level of analysis is also a crucial consideration. Consideration must be
given to developing measures at both the team and individual levels (if applicable).
Recent technological advances in personal computers afford new opportunities for
measurement. Today, hand-held devices (i.e., portable PCs) can be used to measure
performance during training unobtrusively. In fact, technology should be exploited to aid
measurement where appropriate and affordable.

In sum, designing and developing instruction requires a focus on learning, on applying
learning principles, and on seeking to diagnose and remedy KSA deficiencies.
Instructional developers need to employ the science of training to inform their decisions
on design. This is another imperative.

Implement Training

Training cannot be isolated from the organization system of which it is part. The
organizational climate matters for training: the policies and procedures in the
organization make a difference in how training is perceived; the opportunities to practice
the recently acquired KSAs facilitate transfer of training; how trainees were selected for
or chose training influences learning; how management communicates the importance (or
not) of training to employees has an impact on training effectiveness; the level of
congruence between individual and organization goals determines the impact of training
(Kozlowski and Salas, 1997); and organizational conditions before and after training
affect learning outcomes (Noe, 1986).

Set up the training environment

Where and how the training is conducted is important. Some organizations do not
consider this essential and do not spend the time in the “little details.” However, ignoring
these details may send signals to trainees that the organization does not care about them.
The basics of training have to be covered; many of these are simple things. To begin with,
organizations should make sure the training facility (or where the training will be
conducted) is comfortable and pleasant to the trainees. That is, the room temperature is
adequate, the sitting arrangements are organized to support the type of training, there is
enough light, and the facility has adequate equipment and instrumentation. While
covering these issues will not guarantee learning, they will enable learning. Setting up the
training environment is a necessary but not sufficient condition for learning. Another area
of concern here is the trainer and his/her preparation. Organizations often ignore or
underestimate the importance of preparing the trainers to be effective. Unfortunately,
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much of the variability in learning can be attributed to the instructor and his/her abilities.
Simply stated – train the trainer.

Set a climate for learning

How the training is delivered can also facilitate or hinder learning. Creating a learning
environment is not difficult – a few simple suggestions are worth mentioning. First,
encourage participation from the trainees. Design training such that interaction and
practice is required. Very little is learned when one is passive during the learning process.
Next, from the onset the learning environment should be one that is supportive, non-
critical, and where errors are allowed. Trainees will be more engaged and willing to exert
more effort if they believe that there are no negative consequences for trying the new
KSAs during the training. Similarly, ensure that the feedback provided is constructive. It
can be critical, but must be presented in a way that gives trainees the sense that it will
lead to better acquisition of the skills. Certainly, one way to encourage participation and
engage trainees is through the use of technology. Technology (e.g., multimedia systems,
games), when carefully inserted in the training to support the learning process, can create
wonderful results. Like anything else, however, technology needs to be managed so that
it is relevant and supports the training objectives, not just because it “looks good.”

Prepare the transfer environment

This is a principle often overlooked by organizations. What happens after the training is
delivered is as important as what gets done (and how) before and during training. Many
organizations fail to manage and prepare the transfer setting. Even after designing,
delivering, and implementing the best training system, the organization must create
procedures and mechanisms for post-training support to facilitate transfer of KSAs to the
job. Otherwise, the training may end up being a waste of time, money, and effort for all
involved.

There are several ways to increase the probability that trainees will apply the newly
acquired KSAs on the job. These are simple, relatively cheap, and require good
communication as a means to manage the post-training climate. For example,
organizations can provide incentives (e.g., time off, monetary rewards) to encourage
trainees to use the new KSAs. These incentives can be communicated – clearly, concisely,
and precisely – to the trainees as they leave the learning experience. These incentives
should be linked to specific behaviors or actions related to the training objectives. In this
manner, the trainee knows what to expect and ought to be encouraged to apply what was
learned.

The trainee alone cannot be responsible for ensuring transfer – back on the job, a key
player is the supervisor. Supervisor and peers must also be prepared to deal with
employees who have acquired new KSAs: they can make or break the transfer of KSAs
by rewarding appropriate behavior. Too often, trainees return to the job only to be told to
forget everything they learned in training and are shown the “real” way to accomplish the
job. This situation requires two actions. First, the needs-analysis process must better align



the training with actual practices on the job. Second, organizations should ensure that
supervisors are encouraged to reinforce employees when behaviors or actions are taken
that indicate the application of the learned KSAs.

In addition, organizations need to show employees the value of the newly acquired KSAs
to their jobs and their success, and to the success of the organization. That is, it must be
understood that application of the new KSAs is a worthwhile activity with tangible
payoffs. Therefore, employees will be motivated to exert the required effort. Second,
supervisors need to provide or create opportunities for trainees to practice the learned
KSAs. In addition, to avoid problems in the long run, relapse prevention procedures
should be implemented so that employees do not revert to old behaviors or habits.

Transfer of training is not difficult. But it takes commitment from the organization,
management, and supervisors. It takes managing the transfer process by putting in place
managerial systems that help – reward systems, managerial support, and opportunities to
practice. It demands continuous attention until desired outcomes are achieved.

Evaluate Training

The final phase in training system design involves developing mechanisms to assess
whether training was effective, and more importantly, why it was effective (or ineffective)
so that required improvements can be made. Unfortunately, many organizations do not
evaluate training effectiveness. A primary reason is that training evaluation can be costly
and resource intensive. It often requires specialized expertise and a team of people who
can collect and interpret performance data. However, organizations fail to consider that
ineffective training can be far more costly in the long run (in terms of poor performance,
errors, and missed opportunities) than an investment up front in training evaluation.
Therefore, it is imperative that organizations assess the effectiveness of training and use
the information gathered through such assessments as a means to improve training design.

Determine training effectiveness

An effective training evaluation involves several steps. To begin with, it is important to
establish a clear link between the training objectives and what is measured in the
evaluation. While this may seem obvious, it is sometimes the case that organizations
expect training to accomplish goals that were never intended by the training in the first
place. In addition, if training is only one factor in a complex phenomenon, then it alone
cannot be expected to effect the desired change. For example, it may not be reasonable to
expect that a training system designed to impart knowledge about safety would actually
result in fewer accidents if other factors such as fatigue could contribute to accidents as
well. Therefore, the first step in any good training evaluation is to carefully examine
training objectives and then build evaluation criteria that are linked closely to those
objectives.

Once training objectives have been examined, it is necessary to develop measures of
learning (i.e., whether trainees actually acquired the targeted knowledge). Recently,



training experts have argued that insufficient attention has been paid to measuring the
cognitive outcomes of training (Kraiger et al., 1993). This practice of ignoring cognitive
components is troublesome for several reasons. First, in some cases the training is
designed to impart knowledge; hence the only way to assess training effectiveness is to
measure knowledge acquisition. An example here would be training designed to teach
employees about a new product line. It should be noted that there are issues associated
with measuring knowledge with simple paper-and-pencil tests (see Kraiger et al., 1993).
Modern training experts have looked to constructs such as schema and mental models as
drivers of the knowledge-measurement process.

A second reason to measure knowledge acquisition is that it is often the case that skilled
performance has an underlying knowledge component. Therefore, knowledge measures
are essential for diagnosing the effectiveness (or ineffectiveness) of training. For example,
if a trainee fails to behave as intended after training, it may be because he/she did not
acquire requisite knowledge, or, having acquired knowledge appropriately, did not
adequately acquire the skill. This example highlights once again the importance of
diagnostic measures of training effectiveness. Without them, training designers are left to
wonder why training did or did not work, and are unable to apply the correct remedial
strategy.

The next step in a full evaluation of training effectiveness is to measure what Kirkpatrick
calls training performance (Kirkpatrick, 1976). By this is meant assessing whether
targeted skills were acquired. The actual instruments used to measure training
performance will vary as a function of the task. In some cases, requiring the trainee to
perform a job sample may be the best way to assess training performance. Where
appropriate, role-plays or simulations of the actual task may also be used as a means to
assess training performance. In any case, the goal of this phase of evaluation is to
determine whether trainees have acquired the targeted behavior before going back to the
job.

Another outcome of training that should be measured is job-related attitudes. In particular,
it has been found consistently that training should build self-efficacy, and that self-
efficacy, in turn, will positively affect performance. Therefore, moderate to high self-
efficacy should be evident if training is successful. A number of measures of self-efficacy
have been employed in past research and can be tailored to a variety of applications and
tasks (Mathieu and Martineau, 1997).

Once it has been determined that training has imparted the desired knowledge, skills, and
attitudes, the next phase of the evaluation is to assess performance back on the job. A
major complication with this type of assessment is that many factors will affect job
performance besides the training. In fact, making a direct link between training and job
performance can be quite difficult. However, it is essential to make this link because it is
the only way to determine whether the training system has value to the organization.
There are a number of ways to assess job performance, including observation, supervisor
judgment, peer assessment, self-report, or other, unobtrusive measures. This final
category would include collecting outcome data (either manually or by computer),

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150665#b20
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150665#b20
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150665#b16
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150665#b22


consulting naturally occurring performance records (e.g., sales or safety logs), or using
archival data.

Once training evaluation data have been collected they can be used to accomplish several
goals. First of all, evaluation data can be used as feedback for the course. If the targeted
knowledge and skills have not been acquired, changes to the training are necessary.
Moreover, if the evaluation was conducted properly, the nature of these changes should
be apparent. For example, if trainees are learning material successfully in training but are
not able to transfer that knowledge to the job, it may be that the training is falling short in
imparting needed skills. On the other hand, the training may be successful in teaching the
targeted knowledge and skills, but trainees are still not performing as desired on the job.
In this case, it would seem that an assessment of the training objectives or the job
environment itself is in order.

Assess organizational impact

Another aspect of training evaluation involves assessing whether training had the desired
impact on organization-level variables (e.g., overall productivity, safety, and quality). As
with other aspects of evaluation, it is first necessary to establish that the training
objectives are directly linked to the desired organizational outcomes. Obviously, if they
are not, then either the training objectives or expectations of the organization regarding
what training can accomplish must change. But even when training objectives and
desired outcomes are aligned appropriately, training may still not lead to the expected
change. This is due to the fact that, as stated previously, many variables will affect the
attainment of a particular outcome besides training. Hence, care must be taken to at least
consider extraneous factors when assessing the impact of training.

It must also be recognized that in assessing the effect of training on the organization, the
level at which the outcome is being measured must also be taken into account (see
Kozlowski et al., 2000). For example, if a training program is designed to promote
cleanliness among employees, it may be appropriate to “sum” cleanliness behaviors
across employees and departments to arrive at an overall index of cleanliness. This index
could then be used to assess whether a training program designed to increase cleanliness
was successful. On the other hand, if the behavior of one department is dependent on
another, then a simple summing of behavior may not be appropriate. Instead, it may be
important to measure the desired outcome at the department level, since interactions
among organizational units could obscure the true picture.

Overall, it is in the organization's best interest to evaluate training effectiveness.
Knowing not only whether a training program is successful but also, more specifically,
why it was (or was not) successful, can provide information crucial to future decision-
making. Specifically, decisions about show to change or upgrade the training, whether to
revisit the training objectives, or whether to change expectations about training outcomes,
all hinge on good training-evaluation data. Moreover, ineffective training is costly and
potentially dangerous. It behooves any organization to find out whether the training it
provides is effective and how it might be improved.
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A Success: the Aviation Experience

Teamwork improves performance in some jobs; in others, it is an imperative. For
example, teamwork in the cockpit is essential – lives depend on it. We know that 60–80
percent of the accidents or mishaps in aviation are due to human error, and a large
percentage of those are caused by coordination problems in the cockpit. Research on
team training has developed instructional strategies to enhance teamwork in complex
environments such as the cockpit. These strategies are being applied now throughout the
aviation industry.

In fact, the military aviation community (and the commercial airlines as well) have been
systematically implementing team training (see Weiner, Kanki, and Helmreich, 1993).
More specifically, the navy has designed and delivered team training for its aviation
platforms for a number of years. And this team training was designed systematically.

Training scientists and learning specialists, in partnership with subject-matter experts (i.e.
pilots), developed a methodology that systematically helps instructional developers
design and deliver Crew Resource Management (CRM) training in the navy (Salas,
Prince, et al., 1999). This methodology illustrates how to apply the four phases outlined
in this chapter. It begins with an identification of operational/mission requirements and
the required team competencies (i.e., needs analysis). Extensive interviews and
observations were conducted in order to ensure the required KSAs for coordination were
identified. The literature was reviewed and a theoretical framework developed. In parallel
to this process, the scientists, sponsors, users, and industry representatives met on an
ongoing basis to discuss organizational procedures and policies that needed to be in place
as the methodology evolved. In the end, this proved to be a very valuable dialogue – it
prepared the navy for the training. Specifically, it created a learning climate – before the
training was implemented, during, and after. Once training objectives were derived and
validated by SMEs, the methodology called for designing and creating opportunities for
practice and feedback, developing measurement tools for feedback, and implementing the
training. The methodology ended with suggestions for ensuring that a multi-component
evaluation protocol was built into the training (see Salas, Prince, et al., 1999 for an in-
depth discussion).

This methodology has been translated into a detailed set of specifications. These are a set
of step-by-step instructions that can be used by instructional designers to develop the
curriculum and supporting materials. Evaluation of those communities that have followed
this methodology suggest that crews react better to the instruction, learn more about
teamwork, and exhibit more teamwork behaviors in the cockpit when needed (Salas,
Fowlkes, et al., 1999) as a result of the training.

In sum, this methodology has been implemented and tested in several communities – and
it works (Salas, Fowlkes, et al., 1999). It works because the methodology uncovers the
needed KSAs, prepares the organization for the training, relies on theories of learning,
and applies sound instructional principles to the design of the team training. It works
because the training seeks to diagnose and remedy KSAs deficiencies. It works because
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the implementation process sets the right climate for learning and transfer and evaluates
its impact. It works because the methodology guides the instructional developer through a
systematic process incorporating all the phases outlined here, and utilizes the best
information that the science of training can offer.

A Failure: Training the Sales Force

Sales at a large telecommunications company were down for the third quarter.
Management reviewed several strategies to improve sales and concluded that one
solution would be to improve training for the large, dispersed sales force. For the sake of
expediency, the training department began using a needs analysis they conducted several
years before as a basis to develop enhanced training. Their plan was first to update the
original needs analysis, and then to develop new training strategies on the basis of what
they found. They also began investigating new training technologies as a possible means
to reduce training delivery costs. However, management was so intent on doing
something quickly that the training department was ultimately pressured into purchasing
a generic, off-the-shelf training package by a local vendor. One of the features of the
package that appealed to management was that the course could be delivered over the
Web, saving the time and expense of having the sales force travel to the main office to
receive the training. Hence, even though the package was costly to purchase, the
company believed that it was a bargain compared to the expense of developing a new
package in-house and delivering it in person to the sales force.

Six months after the training had been delivered, sales were still declining. Management
turned to the training department for answers. Because no measures of training
performance had been collected, the training department had little information upon
which to base its diagnosis. For lack of a better idea, members of the training department
began questioning the sales force to see if they could determine why the training was not
working. Among other things, the sales people reported that the training was slow and
boring, and that it did not teach them any new sales techniques. They also complained
that, without an instructor, it was impossible to get clarification on things they did not
understand. Moreover, they reported that they believed that sales were off not because
they needed training in basic sales techniques, but because so many new products were
being introduced that they could not keep up. In fact, several of the sales people
requested meetings with design engineers just so they could get updated product
information. The training department took these findings back to management and
requested that they be allowed to design a new training package, beginning with an
updated needs analysis to determine the real training deficiencies.

So how could this company have avoided this costly mistake? Our contention is that, had
they engaged in a systematic training design and delivery process, they would have
provided effective training and not invested in a useless product. For example, a careful
needs analysis would have revealed the specific performance deficiency. In addition, a
better assessment of the training delivery – especially as it related to trainee motivation –
would have indicated that the Web-based course may not have been the best choice.



Unfortunately, cases like this occur all too frequently, but can easily be avoided if a
systematic process for training design and delivery is followed.

Concluding Remarks

We conclude as we started, with this advice – design training systematically. Recent
advances in cognition and learning science and findings of training research, coupled
with what we know about best training practices and sound instructional design, provide
all of the ingredients required for organizations to accomplish their learning needs. We
suspect that the recent explosion of training research (see Ford, et al., 1997; Quinones
and Ephrenstein, 1997) will generate more guidance to help organizations to design
training systematically in the coming years.
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Over the years, a number of scholars and practitioners have written about the purposes
for which organizations conduct performance appraisals. For the most part, these
purposes have been collapsed into broad categories such as administrative decision-
making (e.g., allocation of merit pay) and developmental feedback. Some other theorists,
though, have included more detailed applications and/or have expanded the list to include
things such as providing a standard for evaluating the effectiveness of organizational
interventions, a criterion measure for validating selection devices (Cleveland et al., 1989),
or a means of communicating expectations (Murphy and Cleveland, 1995).

Although all of these applications are legitimate uses for performance appraisal, the
varied nature of the list has led to confusion and to some misguided research efforts. Our
basic principle for this chapter is that organizations should conduct performance
appraisals to improve performance, while recognizing that the targeted performance
exists at several levels of analysis, extending from the level of the individual to the level
of the firm.

If we consider the basic reasons usually proposed for conducting appraisals – decision-
making and developmental feedback – it is easy to see how these can be subsumed under
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the basic principle of improving performance. First, the appraisal provides the employee
(as well as his or her supervisor) with information about his or her strengths and
weaknesses. Also, information as to how the employee can go about improving
performance in areas of weakness can be provided when the appraisal process is carried
out effectively. Thus, this function of appraisals can be viewed as providing the employee
with the information needed to improve performance, and enabling any required changes
in behavior.

The decision-making aspect of performance appraisal provides a (hopefully) graphic
demonstration that performing well on the job is associated with rewards such as more
money and/or a promotion. Therefore, this function provides the incentive for improving
performance. Once the employee sees that improved performance on the job can lead to
valued outcomes, he or she should be more motivated to improve that performance.
Viewed in this way, there are not two separate goals for conducting performance
appraisal, but only one goal with two paths. The ultimate purpose for conducting
performance appraisals is to improve performance.

But what of the fact that, in many organizations, appraisal information is used for
applications that are different from performance improvement? For example,
performance appraisals are an important source of information concerning training needs,
and they can later be used to evaluate training as well. Another common use of
performance appraisals is to provide a performance measure to be used in the validation
of tests and other selection techniques used for selection purposes. In other words, the
process of establishing the criterion-related validity of a test (or any selection technique)
typically involves establishing a relationship between test scores and job performance.
Such a relationship is important for any test to be of use in practice, but it is also required
in defending the use of a test that has been found to have disparate impact.

We will argue that applications other than the improvement of performance represent
secondary purposes for conducting appraisals. For these different applications, there are
other measures or indices that could also be used, and appraisals are used simply because
they are defensible and easy to understand, and because they seem reasonable.
Furthermore, we believe that attention to performance appraisal for these secondary
purposes (especially as criterion measures) has moved appraisal research and practice in a
direction that is contrary to the real purpose of appraisals. We will also give examples of
problems that arise when appraisal systems are designed with the wrong goals in mind.
Finally, we will discuss some suggestions for designing appraisal systems to maximize
their chances of improving performance.

Secondary Purposes for Conducting Appraisals

With the statement of our basic principle, we do not mean to suggest that appraisals are
not useful in other applications. We acknowledge that an effective appraisal can point to
areas where further development or training is required by identifying areas of weakness.
Furthermore, performance appraisals can be used to help evaluate the effectiveness of a
training program or any other organizational intervention (e.g., a new pay system). Thus,



we surely recognize the importance of using performance appraisals to answer a variety
of questions that arise in organizations.

The issue, however, is whether any of these applications represent the primary reason for
conducting appraisals in organizations. The answer, it seems to us, is clearly “no.”
Performance appraisal systems are designed primarily as a means of obtaining
information about employee performance with the ultimate goal of improving that
performance. Organizations that do not use or validate tests still conduct appraisals to
make decisions about salary and promotions, or to provide developmental feedback. On
the other hand, organizations that do not conduct appraisals rely upon other means (such
as attitude survey data, or measures of actual output) for evaluating the effectiveness of
organizational interventions. Thus, there are substitutes available for appraisals for some
applications, and appraisals are common even when other applications are not relevant.

The use of performance appraisal for various purposes may seem to be a minor issue
since, once an appraisal system is in place, it makes sense for an organization to use
appraisal information for any number of applications. However, this is not a minor issue.
Different applications have different appraisal system needs. Thus, if appraisals were
meant to be used primarily as criterion measures in validation studies, it would be
important for those systems to have certain attributes which would be less critical if those
appraisals were meant to be used primarily for improving performance (and vice versa).

Specifically, if appraisals were to be used primarily as criterion measures, having
accurate ratings would be more important than having ratings that make sense and are
acceptable to the ratee. It wouldn't matter if the ratee believed the ratings or not or if the
ratings helped the ratee understand his or her performance problems or not. All that
would matter is that the criterion measure used was the most valid and reliable possible.
When we think of appraisals as being conducted to improve performance, we cannot
afford to sacrifice employee acceptance and understanding for the sake of improved
accuracy. Thus, an appraisal system that involves complex calculations and analyses to
insure accurate ratings would be unacceptable if those calculations meant that the ratee
didn't act upon the feedback received because he or she didn't understand or accept it.

The problem is that much of the research on improving appraisals has been conducted
from the perspective of appraisals as criterion measures rather than as methods for
improving performance. As a result, much of the research has been somewhat misguided,
and there is a perception that this research is not relevant for the needs of practice.
Furthermore, when scholars review different appraisal systems, they do so primarily from
the perspective of using the ratings as criterion measures, rather than using the ratings as
a means of improving performance (although, as we shall note, there are a few exceptions
to this statement).

Therefore, we turn now to a discussion of the requirements for using appraisals as
criterion measures. Specifically, we will discuss how this focus has led to a
preoccupation with rating accuracy which has hindered the development of appraisal
systems designed to improve performance.



Performance Appraisals as Criteria: the Role of
Accuracy

Perhaps the greatest challenge to the design of more effective appraisal systems has been
the concern over the use of appraisals as criterion measures. Most typically, this has
involved test validation, where we wish to determine if scores on a test are related to
ratings of performance. Evidence that such a relationship exists has been considered
evidence of the “job-relatedness” of a test (cf. Griggs v. Duke Power, 1971), which is
crucial in defending the use of a test found to have disparate impact. Therefore, it is not
surprising that so much attention has been paid to appraisals used in this setting. In fact, it
would be reasonable to suggest that this has been the primary focus of
industrial/organizational psychologists interested in performance appraisals.

This is not necessarily a problem, except that this focus has, in turn, led to a focus on
improving appraisal accuracy at all costs. The impetus for this concern on accuracy goes
back quite a few years to the suggestion that one of the problems with finding
relationships between test scores and performance ratings was that the performance
ratings – i.e., the criteria – were not accurate. Thus, if we could improve rating accuracy,
we would better be able to demonstrate the relationships we believed might exist.
Interestingly, during a period from the 1950s through the 1970s, the concern in the
performance appraisal literature over rating errors was really the result of trying to find
ways to improve accuracy. Scholars and practitioners at the time generally believed that
if we could eliminate problems such as overly lenient ratings, or highly intercorrelated
ratings (i.e., halo), the resulting rating would be more accurate. Scholars even advanced
suggestions for training raters to eliminate rating errors. The ultimate goal of all these
efforts, however, was to make the final ratings more accurate (e.g., Latham et al., 1975).

Related to the goal of improving accuracy, scholars were also concerned with improving
the psychometric properties of the ratings. Although rating accuracy is not the same as
rating validity or reliability, the concepts are surely related. The interest in psychometric
properties, then, was based on at least two sets of assumptions. First, if ratings were more
reliable and valid, they would be easier to predict (i.e., this would maximize any
correlations with predictor variables), which would make the process of test validation
easier to accomplish. This assumption is clearly a reasonable one. The second set of
assumptions was that, if accuracy were related to reliability, then anything we did to
make ratings more reliable and valid should also result in their being more valid.
Furthermore, since rating accuracy per se was difficult to assess while validity and
reliability were much easier to assess, it made sense to simply focus on improving
reliability and validity. Both sets of assumptions, however, are open to debate.

In any case, this focus led to a concern over the exact nature of the rating scales that
should be used in performance appraisals. Specifically, we became concerned with the
number of points on the scale, the anchors used on those scales, and whether the scales
should include ratings of behaviors, traits or goals (see reviews by DeNisi, 1996; Landy
and Farr, 1980). In all cases, identifying the “right” number of scale points, the “best”
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anchors, or the “optimal” rating format were believed to result in more valid and more
accurate ratings. It is interesting to note that the general conclusion from this body of
research was that no one rating-scale format was clearly superior to the others on these
criteria (cf. Landy and Farr, 1980).

This focus on rating validity and accuracy continued as appraisal research became more
process oriented, and we embarked on an era where “cognitive” approaches dominated
the literature (cf. DeNisi, 1996). Although much of the work in this area was conceptual,
the dependent variable was almost always rating accuracy when empirical studies were
conducted. For example, some studies reported that keeping structured performance
diaries resulted in more accurate ratings (DeNisi, Robbins, and Cafferty, 1989), while
others reported that relying upon previous levels of performance resulted in less accurate
ratings of present performance (Murphy et al., 1985).

This stream of research resulted in an even stronger focus on rating accuracy, but this
closer attention resulted in questions about some of the assumptions that had guided
research in the past. An important paper by Murphy and Balzer (1989) provided strong
empirical evidence that indices of rater errors were unrelated to measures of rating
accuracy and, as such, we should cease using rater error measures in appraisal research.
A later paper by Murphy (1991) was also quite influential in arguing that there were
different types of accuracy, and that we needed to first decide which type of accuracy we
were interested in maximizing. We will return to some points from this paper later, since
the two types of accuracy discussed by Murphy are relevant for the present discussion.
Specifically, he distinguished between classification accuracy, which was defined as
having the truly best performer receiving the highest ratings (and so on through the group
of ratees), and behavioral accuracy, where the ratings received by a given ratee reflected
accurately that ratee's strengths and weaknesses.

Other scholars took these arguments in a different direction. They noted that various
studies where rating accuracy was used as a dependent variable actually operationalized
accuracy differently. These authors therefore generated more precise definitions of rating
accuracy which considered different sources of inaccuracy, and which resulted in
increasingly complex calculations (e.g., Day and Sulsky, 1995). At this point, then, rating
accuracy became a goal for its own sake, regardless of its relevance.

But where did this concern lead us? We had learned that we could design rating scales to
improve reliability, validity, and accuracy. We had learned that the nature of the rating
instrument, in itself, was not critical for these outcomes. We had learned that, if we
focused on “frame of reference” training rather than error training, we could train raters
to be more accurate (e.g., Pulakos, 1984). Finally, we had learned that there were many
definitions of rating accuracy that we could use, and that our choice of a definition
probably affected our results. Yet, at the same time, we began to see indications that,
perhaps, these efforts had been misguided to some extent. Murphy and Cleveland (1995)
were the most articulate spokespersons for the view that, even if a rater could provide
accurate ratings, he or she might choose not to. They also presented some factors that
could influence this decision, suggesting that rater motivation might be as important a
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dependent measure as rating accuracy. But, more critically, others began challenging
whether rating accuracy and validity were really the right measures in the first place.

Improving Performance and New Criterion Measures

In a chapter on performance appraisal, Ilgen (1993) presented arguments for why rating
accuracy might well be the “wrong goal” in appraisals research. He suggested, as we do,
that the concerns over accuracy were based on our grounding in test theory and
psychometric concerns, but that rating accuracy was probably not as important for
applied appraisals as it was for other types of appraisals. Interestingly, in the same
volume, Dickinson (1993) presented a model of ratee attitudes towards appraisals which
stated that appraisal effectiveness was a function of both feedback attitudes and the
motivation to respond to that feedback (i.e., to change behavior). In his model, Dickinson
further suggested that feedback attitudes were a function of the perceived accuracy of the
appraisals and subsequent feedback.

But, once we shift our focus to concerns over perceived accuracy, it becomes clear that
our concerns over rating accuracy per se need to change as well. Before discussing this
shift, it is important to make clear that we believe that, all other things equal, it is always
better to have more accurate ratings. In fact, in an ideal world, the best way to improve
perceived accuracy would be to increase the actual accuracy of the ratings and then
explain to the ratees exactly how the ratings were derived, but we do not live in this ideal
world. Instead, we live in a world where the definition of rating accuracy is unclear, open
to discussion, and often results in elaborate and difficult to understand calculations. Also,
we typically cannot assess accuracy directly (without incurring enormous financial and
non-financial costs), and therefore have to rely upon proxy measures.

Thus, although rating accuracy should always be an important goal, concerns over
perceived accuracy could result in some trade-offs. For example, a number of years ago,
there was a heated debate over the use of computer monitoring of performance.
Advocates pointed out that computer monitoring was more accurate than alternative
methods of evaluation, and therefore should be used. These writers acknowledged that
computer monitoring might be stressful for some employees, but argued that this would
be more than offset by the fact that performance would be measured more accurately and
feedback could be immediate (e.g., Chalykoff and Kochan, 1989). Opponents
downplayed issues of accuracy and emphasized the stress on employees, arguing that
these systems made a modern office into an “electronic sweatshop” (e.g., Nussbaum and
duRivage, 1986). Debates over the use of computer monitoring continue, but the nature
of the arguments on both sides are a clear illustration of how different views on the
importance of rating accuracy lead to different recommendations about the design of
appraisal systems.

Therefore, although it would be an exaggeration to suggest that we do not need to be
concerned with the accuracy of the ratings at all, it seems that there might be other
concerns that would be more pressing than trying to find ways to maximize rating
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accuracy. It also seems that a focus on perceived accuracy would lead us to different
conclusions about what factors are likely to make appraisals more effective.

For example, we noted earlier that several authors had suggested that the relationship
between rating “errors” and rating accuracy was not very strong, and therefore, we should
cease using error measures as indices of accuracy. But, if we shift our attention to
perceived accuracy, does it follow that rating errors should be dropped because they are
not related to perceived accuracy either? We think not. We believe that indices of rating
error may well be related to perceived accuracy.

It must be clear, however, that these “error” measures are probably not measures of rating
errors at all. Unless we know the “true” distribution of a set of ratings, we cannot say that
a set of ratings is “too lenient” or “too severe.” Likewise, unless we know a person's
“true” strengths and weaknesses, we cannot say that a set of highly intercorrelated ratings
is less accurate than a set of ratings that is uncorrelated. Therefore, we should abandon
terminology relating these measures to rating errors and discuss them in a more neutral
manner. DeNisi and Peters (1996) attempted to do this by referring to indices of rating
elevation instead of referring to leniency or leniency error. They also referred to indices
of variance with ratees and between ratees. That is, none of these measures were assumed
to be good or bad. Instead, they simply described certain characteristics of the ratings
obtained – some ratings were higher than others, some raters were more likely to give
different ratings to different ratees, and some raters were more likely to rate any ratee the
same in all areas.

In their study, DeNisi and Peters (1996) used these measures as criterion measures and
reported that interventions which affected these indices were also related (in the same
direction) to perceptions of the fairness and accuracy of the appraisal process. While this
is not the same as establishing a direct link between these characteristics and perceived
accuracy, these results are encouraging. Thus, whether or not measures of elevation or
dispersion are related to accuracy, they could well be related to perceived accuracy, and
so to appraisal effectiveness.

On the other hand, it would seem clear that the more complex indices of accuracy
discussed earlier would play little role in this context. That is, ratees are unlikely to
understand what “differential stereotype accuracy” is and are therefore not likely to
accept this as an indication of whether or not ratings are accurate. But raters might easily
believe that a set of ratings that fails to discriminate at all among ratees (i.e., everyone is
rated the same) is probably not an accurate reflection of true performance differences.
Likewise, a set of ratings that suggest a ratee is strong in every area is less likely to be
perceived as accurate when compared to ratings that indicate clear areas of strength and
weakness. Of course, these ratings are even more likely to be perceived as accurate if
they agree with the ratee's beliefs about his or her strengths and weaknesses.

Note, too, that these different indices parallel the two broader types of accuracy discussed
by Murphy (1991). Specifically, within-ratee discrimination would seem to be related to
perceptions about “behavioral accuracy,” while elevation and between-ratee
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discrimination would seem to be related to perceptions about “classification accuracy.”
Therefore, characteristics and distribution of the ratings may be important predictors of
perceptions of accuracy and the subsequent effectiveness of an appraisal system. Yet we
realize that, even if increasing dispersion in a set of ratings leads to perceptions of greater
accuracy, we do not want to advocate that organizations seek to increase dispersion for its
own sake, since this could lead to other problems. None the less, it is worth noting that
these “error” indices might help us to understand perceptions of accuracy

Ratees Must Be Able to Understand the Rating Process

Even though appraisal accuracy is important, as we have discussed, the ratee's perception
of appraisal accuracy also has important implications for the effectiveness of appraisal
systems. It is therefore essential that we identify factors or variables that are likely to
increase perceptions of accuracy without actually sacrificing accuracy. One such factor,
we believe, is the ability of the ratees to understand how their ratings were derived. Here,
we discuss the sub-principle that ratees must understand the rating process. This, of
course, is related to perceptions of procedural justice, which helps determine one's
perceptions of fairness. We believe, however, that it relates to perceptions of accuracy as
well (see Folger et al., 1992 for a more complete discussion of the role of justice
perceptions in determining reactions to appraisals). We will focus on two more specific
aspects of ratees’ need to understand – the importance of clear standards and simple-to-
use rating instruments.

Evaluation standards refer to clear statements about what behaviors or outcomes
constitute performance at different levels of effectiveness (cf. Bobko and Colella, 1994).
If these standards are stated in clear terms, are understood and accepted by the raters, and
are communicated to the ratees, much of the process underlying performance appraisals
should become transparent. Frame-of-reference training has been shown to be an
effective means of communicating these standards to raters, and this training has been
found to result in generally more accurate ratings (e.g., Pulakos, 1984). If an organization
expanded this training to make sure that ratees understood the standards and how they
were applied, this could also lead to perceptions that ratings were accurate, as well as fair.

In addition, it is important that the scales used for appraisal are not too complicated.
When interest in developing new and better appraisal instruments was at its height, there
were a number of proposals for rather complex appraisal procedures. For example, some
such as the Mixed Standards Rating Scale (Blanz and Ghiselli, 1972) were actually
designed to confuse the rater as to what performance dimension was being evaluated in
order to force the rater to be more consistent. Other procedures such as Kane's
Performance Distribution Assessment (Kane, 1982), involve complex calculations that
transform ratings into evaluations. If the underlying goal of an appraisal system were to
maximize accuracy, these systems might be reasonable, but they are less acceptable if we
want to maximize the perceptions of accuracy. Ratees will question ratings with which
they disagree when they do not understand how the ratings were derived.
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It is therefore worth noting that Behaviorally Anchored Rating Scales (or BARS, Smith
and Kendall, 1963) were designed to make rating scales and the bases for ratings clear
and easily understood by all parties. The intent was to make the scales easier for the
raters to use, and to make the resultant ratings more acceptable (and helpful) to the ratees.
As noted above, comparisons of different types of rating-scale formats failed to find one
that was clearly superior to all others. These studies, however, focused on psychometric
properties and/or rating accuracy as dependent measures. It may well be that the
characteristics of BARS and how they are developed make ratings based on these scales
more effective for improving performance, and it may be time to re-evaluate their
effectiveness in light of the real goal of appraisal systems.

A general drive towards understanding and relative simplicity should determine other
aspects of the rating instrument as well. Systems that include complicated instructions or
ambiguous anchors (e.g., asking raters to agree or disagree with an item stated in negative
terms) are less likely to be understood by ratees, and so ratings obtained with these
systems are less likely to produce improvements in performance.

Finally, documentation to support ratings, and/or ratings that focus on behaviors rather
than traits, should also lead to increased perceptions of fairness. Thus, systems that
include performance diaries or incident logs, which have also been found to relate to
more accurate ratings (e.g., DeNisi, Robbins, and Cafferty, 1989), should increase
perceptions of accuracy since the rater will be able to support ratings with specific
incidents or examples of behavior. Perhaps one of the reasons why goal-based appraisal
instruments have become so popular is that they are easy to understand, focus on
behaviors, and usually require specific incidents to support ratings.

At which Level Do We Desire to Change Performance?

One final but critical issue needs to be addressed before we can conclude the case for our
principle. That issue is the level at which we desire the performance change to occur.
Many studies of the effectiveness of feedback are conducted at the level of the individual.
Those studies would typically examine the effects of performance appraisal-related
feedback on changes in the individual's level of performance. Although this is essentially
the type of change we have suggested should be the target of performance appraisal, we
should consider whether this level of change is enough.

Several years ago, Huselid (1995) demonstrated that there was a relationship between HR
practices (such as performance appraisal) and firm-level performance. That is, HR
practices were related to such outcomes as profits, return on investment, and even stock
prices. Thus it became clearer that the kinds of interventions we design could have an
impact beyond the level of the individual employee's performance. This leads us to
another important sub-principle: performance appraisal interventions should lead to
improvements in performance at the level of the firm. Any intervention that has an effect
only at the level of the individual employee is simply not very effective or useful. If our
practices and interventions cannot improve firm performance, they will not continue to be
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supported. Unfortunately, it has been a general criticism of I/O psychology, OB, and HR
that much of what we propose does not relate to firm-level performance.

The issue, then, is how do we influence behavior and performance at higher levels of
analysis to eventually influence firm performance? Some scholars have suggested models
whereby influencing behavior at the individual level does result in interactions that
influence collective constructs and behavior at higher levels of analysis. Moreover, they
have proposed specific mechanisms through which this impact takes place (e.g.,
Morgeson and Hofmann, 1999; Kozlowski, et al., 1999). Others have noted that
performance appraisals must be aimed at the level of performance of interest at the time.
So, for example, individual-level performance should be appraised (primarily) when we
are interested in changing individual-level performance, but we should target appraisals
at the level of the corporation if we wish to influence performance at that level (DeNisi,
2000).

Regardless of the level at which we actually do target our appraisals, firms must include
them in a system that will allow individual-level performance changes to translate into
changes in performance at higher levels. Thus, rather than being concerned solely with
the accuracy of the ratings, managers and scholars must be more concerned that the
ratings are accepted and perceived as fair and accurate. They should also be concerned on
whether the appraisals provide feedback that allows the recipient to understand how to
improve performance at the organizational level of analysis.

In this way, we can design appraisal systems that lead to changes in performance. These
systems may or may not result in the most accurate appraisals possible, but they will
result in ratings accurate enough for employees to perceive them as accurate, and ratings
that are easy to understand and justify, resulting in perceptions that the system is fair. But,
exactly, what can we do to improve perceptions of accuracy and acceptance of ratings so
that they do result in performance improvements? We will discuss a specific case where
an organization did some things that we believe helped accomplish this critical goal. We
will follow with a second case; a brief discussion of a system that was designed to
maximize the wrong goals.

A Case Involving 360-degree Appraisals

In recent years, 360-degree appraisals (or multi-source appraisals) have become quite
popular. These appraisals combine evaluations obtained from raters who have different
relationships with the ratee, such as peers, subordinates, and supervisors. Ideally, only
raters who have expertise about a specific area of performance rate the target on that area,
so that the ratee receives ratings and feedback only from those in the best position to
make those evaluations. These appraisals were supposed to be used for feedback and
development only, although they are increasingly being used for decision-making as well,
and, in many cases, all raters evaluate a ratee in all areas of performance, regardless of
their areas of expertise (London and Smither, 1995). This is especially critical for us
since ratings from “unqualified” raters would be less likely to be perceived as accurate,
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and would reduce ratees’ acceptance of the feedback. Both of these conditions would
reduce the chances that performance improvements would take place.

But a bank in a large metropolitan area in Texas recently implemented a 360-degree
appraisal system for high-level managers, which was designed to maximize the
effectiveness of the appraisals. Each ratee evaluated him- or herself in every area on the
rating form, and the ratee identified peers, supervisors, and subordinates (3–5 each) who
would provide ratings as well. Ratings from each source were combined and reported to
the ratee so that each ratee was provided information on his or her self-rating in an area
plus the averaged ratings from peers, the averaged ratings from supervisors, and the
averaged ratings from subordinates. Then a personal coach was assigned to each ratee, to
help the ratee determine which ratings were most relevant for each area of performance,
and to develop a performance improvement plan. Thus the coach could help the rater
make sense of the ratings and make them more acceptable to the ratee, as well as help
insure that desired performance improvements would occur.

Note that raters were not trained in any way to provide better ratings, and there was no
real concern over the psychometric properties of the ratings. Yet, the bank reported
improvements in individual performance following the implementation of this system, as
well as improvements in indices of corporate performance (such as the percentage of bad
loans), and attributed these improvements to the new appraisal system.

We would suggest that the success of this system was due to the fact that the bank paid
more attention to factors likely to result in acceptance and perceived accuracy of the
ratings. Allowing the ratees to choose who will rate them might not result in the most
accurate ratings; none the less, it will result in better acceptance of those ratings.
Averaging the individual ratings from each source does not take into consideration the
validity of individual ratings, but it does provide a simple-to-understand source of
feedback that also protects the identity of an individual rater. Finally, the use of a coach
allows the ratee to interpret the performance feedback in the way that is most useful and
allows him or her to formulate a strategy for performance improvement.

Computerized Scoring Schemes and Appraisals in Ohio

There are countless examples we could provide of organizations that designed their
appraisals systems to accomplish the wrong goals, or that were designed with no real
goals in mind. But, a number of years ago, a city government in Ohio designed and
implemented an appraisal system that was intended to be as accurate a system as possible.
The jobs involved were all civil service, but there were substantial merit pay increases
associated with outstanding performance, and so everyone was concerned with how
appraisals decisions were determined. As a result, the city employed a consulting firm
who had developed a computer-scored appraisal system that they had used in several
other municipalities. The system involved a complex set of ratings for a ratee, derived
from different sources (but not 360-degree systems). All the ratings were submitted to the
consultant's headquarters (in California) for final scoring. The exact procedures and
algorithms used were never explained to us, but the consultant's computer program



weighted the ratings according to how well the rater had been evaluated. The assumption
was that people who were better performers were also better raters (an idea that had
actually been proposed much earlier: cf. Kirchner and Reisberg, 1962), and so their
ratings should be given greater weight in determining an employee's overall performance
evaluation, thereby making those evaluations more accurate.

But, no one understood exactly what happened to the ratings when they were sent to
California, and no one knew how the relative weights were determined. What they did
know, however, was that higher-level managers seemed to receive higher merit pay
increases, and everyone seemed to know someone who had had received high ratings
from a supervisor, and yet did not receive a big merit pay increase. As a result, all
attention turned to figuring out the system and how to get someone a merit pay increase.

There is no way of knowing whether the ratings that were derived by this system were
any more accurate than they would have otherwise been, but it didn't matter. What did
matter was that ratees did not perceive the ratings to be accurate, and they were generally
seen as being biased (except by those who received large merit pay increases, of course).
Several hearings by the Civil Service Commission convinced the city that they should try
to develop a new system.

Conclusions and Recommendations

Performance appraisals should be conducted in such a way as to maximize the chances of
improving performance. This is ultimately the purpose behind appraisals and, in fact, we
should really be interested in performance at the corporate or firm level. When we accept
this basic principle, it has clear implications for the ways in which we design appraisal
systems, and the factors that we attend to in their design and implementation. The
concern over the accuracy of appraisals stems from the use of appraisals as criterion
measures in validation studies. Although this application is critically important, it is not
the primary reason for conducting appraisals. Therefore, a focus on increasing appraisal
accuracy can lead to misguided efforts that make appraisal instruments more complex
and difficult to understand (as in the case above). Instead, we must focus on ways to
increase perceived accuracy of appraisals. Although true accuracy is (hopefully) not
independent of perceived accuracy, the two are clearly not the same thing. Once we
accept this basic principle, it follows that appraisal systems should be designed such that:

 • ratee input is allowed, both in terms of self-evaluations of performance and in
terms of the selection of factors that are included in the evaluation

 • rating instruments are as clear and simple to use as possible
 • the standards for performance are clear and communicated to all parties
 • there are clear goals for employee performance improvement
 • the appraisal system makes sense to all the relevant parties.

If these sub-principles replace the need to maximize appraisal accuracy and psychometric
purity, we will be more likely to design and implement appraisal systems that truly are
aimed at improving performance. A recent paper by Kluger and DeNisi (1996) discussed
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factors that are related to the effectiveness of feedback interventions for improving
performance. Performance appraisal research would perhaps better serve the ultimate
goal of improving firm performance if appraisal systems relied more heavily on research
in this area, rather than upon research aimed at improving the psychometric properties of
ratings.
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The most popular definition of job satisfaction was supplied by Locke (1976), who
defined it as “… a pleasurable or positive emotional state resulting from the appraisal of
one's job or job experiences” (p. 1304). There are many possible influences on how
favorably one appraises one's job, and numerous theories of job satisfaction have
attempted to delineate these influences. Empirical evidence, however, has suggested only
one clear aspect of the work environment that consistently influences job satisfaction –
the intrinsic challenge present in the work itself. This leads to the general principle that
will be the focus of this chapter – that mentally challenging work is the key to job
satisfaction. Thus, the most effective way an organization can promote job satisfaction of
its employees is to enhance the mental challenge in their jobs, and the most consequential
way most individuals can improve their own job satisfaction is to seek out mentally
challenging work.
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Before discussing this principle in more detail, however, it is important to demonstrate
the importance of the principle. Roznowski and Hulin (1992) have commented that just
as a job applicant's score on a valid cognitive ability test is the single most important
datum an organization can have pre-hire (see chapter 1 above), scores on a valid measure
of job satisfaction are the most important pieces of information organizations can have
post-hire. Yet many organizations openly question whether they need to be concerned
with job satisfaction. One study of how job satisfaction is viewed by managers (Judge
and Church, in press) drew the following comments:

 • “Job satisfaction is virtually never discussed in the senior staff meetings I attend
within our business unit.”

 • “Job satisfaction is not measured. Because this is Wall Street, money talks. If
people weren't happy, they could have moved their whole team elsewhere.”

 • “Job satisfaction is not measured or considered at all.”
 • “There is some questioning of whether job satisfaction is desirable anyway.”

Organizations would be well advised to place more importance on job satisfaction. It is
related to many outcomes that individuals and organizations find important. Some of the
outcomes that job satisfaction have been linked to are:

 • Life satisfaction. Evidence indicates that job satisfaction and life satisfaction
correlate moderately to strongly with each other. Our best estimate of the
correlation between job and life satisfaction is +.44 (Tait, Padgett, and Baldwin,
1989). Since the job is a significant part of life, the correlation between job and
life satisfaction makes sense – one's job experiences spill over onto life. Thus,
people who have jobs that they like are more likely to lead happy lives.

 • Job performance. The relationship between job satisfaction and performance has
an interesting history. In 1985, a quantitative review of the literature suggested
that the true correlation between job satisfaction and performance was .17
(Iaffaldano and Muchinsky, 1985). However, more recent evidence reveals that
the relationship is much larger. A comprehensive review of 300 studies
determined that when the correlations are corrected for the effects of sampling
error and measurement error, the average true score correlation between overall
job satisfaction and job performance is .30 (Judge, Thoresen, Bono, and Patton,
1998). Thus, it does appear that a happy worker is more likely to be a productive
one. Evidence also exists for a relationship at the work unit level – units whose
average employee is satisfied with his or her job are more likely to perform at a
higher level than business units whose employees are less satisfied, and to be
more profitable as a result (Harter and Creglow, 1998). Of course, the relationship
between satisfaction and performance may be reciprocal. Not only may
employees who are happy with their jobs be more productive, but performing a
job well may lead to satisfaction with the job.

 • Withdrawal behaviors. Job satisfaction displays relatively consistent, negative,
and weak correlations with absenteeism and turnover. The average correlation is
generally in the –.25 range. Job dissatisfaction appears to display weak, negative
– but significant – correlations with other specific withdrawal behaviors,
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including unionization, lateness, drug abuse, and retirement. Both Fisher and
Locke (1992) and Roznowski and Hulin (1992) have shown that when these
specific behaviors are aggregated as indicators of a general withdrawal syndrome,
job satisfaction is quite predictive.

Thus far, job satisfaction has been defined and it has been shown that job satisfaction
matters. Thus, any principle that reveals how to best promote job satisfaction is important
to understand. With this foundation, in the next section of the chapter, the model that best
describes the principle – that job satisfaction is best achieved through mentally
challenging work – will be reviewed.

Job Characteristics Model

The theory that best describes the role of the work environment in providing mentally
challenging work is the Job Characteristics Model (JCM). The Job Characteristics Model
argues that the intrinsic nature of work is the core underlying factor causing employees to
be satisfied with their jobs. The model, in its full explication by Hackman and Oldham
(1980), focuses on five core job characteristics that make one's work challenging and
fulfilling: (1) task identity – degree to which one can see one's work from beginning to
end; (2) task significance – degree to which one's work is seen as important and
significant; (3) skill variety – degree to which job allows employees to do different tasks;
(4) autonomy – degree to which employee has control and discretion over how to conduct
their job; (5) feedback – degree to which the work itself provides feedback on how the
employee is performing the job. According to the theory, jobs that are enriched to provide
these core characteristics are likely to be meet individuals’ needs for mental challenge
and fulfillment in their work, and thus will be more satisfying and motivating to
employees.

Measurement of job characteristics

There are various ways intrinsic job characteristics can be measured. The Job Diagnostic
Survey (JDS) measures the extent to which the five core intrinsic job characteristics are
present in the job. Items from the JDS appear in table 6.1. When responding to items in
the table, individuals circle the number (from 1 to 7) that is the most accurate description
of their job. The JDS can be used to rate almost any type of job. Ideally, one would give
the JDS to a number of people in an organization within a job type to get a reliable
measurement of the job characteristics. The JDS is not copyrighted and thus is free to use.
However, care must be taken in administering the JDS. The reader interested in
measuring intrinsic job characteristics should consult Hackman and Oldham (1980), who
provide all of the JDS items, along with an excellent discussion of administrative issues.

Research support

There are several indirect pieces of evidence supporting Hackman and Oldham's model.
First, when individuals are asked to evaluate different facets of their job such as pay,
promotion opportunities, co-workers, and so forth, the nature of the work itself generally
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emerges as the most important job facet (Jurgensen, 1978). Second, of the major job
satisfaction facets – pay, promotion opportunities, co-workers, supervision, and the work
itself – satisfaction with the work itself, far and away, best predicts overall job
satisfaction. Thus, if we are interested in understanding what causes people to be satisfied
with their jobs, the nature of the work (intrinsic job characteristics) is the first place to
start. Unfortunately, managers often think employees are most desirous of pay to the
exclusion of other job attributes such as challenging work. For example, a 1997 survey
indicated that, out of ten job attributes, employees ranked interesting work as the most
important job attribute (good wages was ranked fifth), whereas when it came to what
managers thought employees wanted, good wages ranked first while interesting work
ranked fifth (Kovach, 1997).

Research directly testing the relationship between workers’ reports of job characteristics
and job satisfaction has produced consistently positive results. Figure 6.1 displays
correlations (corrected for measurement error) between intrinsic job characteristics and
job satisfaction in the 23 studies in the literature that have investigated the direct
relationship (Frye, 1996). As the figure shows, all of the correlations are positive, and all
are moderate to strong in magnitude. Across the 23 studies, the average correlation is .48.
The empirical data suggest that intrinsic job characteristics are the most consistently
significant situational predictor of job satisfaction.

Table 6.1 Measurement of intrinsic job characteristics: the Job Diagnostic Survey

How to increase mental challenge in jobs

Ever been in a car accident? If you have, you will remember picking up the phone to call
your insurance company and, inevitably, talking to many different people, recounting the
details of your accident several times. It may be weeks or even months before your claim
is settled and, if you ever happen to call to inquire about the status of your claim, you
may discover that your claim is buried somewhere in the system. As a customer in this
situation, you probably feel irritated and poorly served, being passed around like a hot
potato. But have you ever wondered what the implications of such a system are for
employees? When each employee specializes in processing one part of the claim, the
mental challenge afforded by the job suffers. Over and over, the same person may answer
the phone from customers, take down basic details of the accident, and then pass on the
claim to someone else, never to see it again. Even the job of claims adjuster can be
broken into segments that are very specialized. When individuals repeatedly perform
narrow and specialized tasks, they are unlikely to see their work as very challenging or
intrinsically motivating.

As an example of how to diagnose and change a work system in this situation, assume we
have administered the JDS to several customer service representatives (CSRs) and
managers of a local branch office of an insurance company. Assume the average JDS
scores for each job characteristic are as depicted in figure 6.2. From this figure, you can
determine where the problems are and, if one is to improve CSR attitudes, where changes
need to be made. Specifically, as compared to managers, CSRs report especially low
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levels of skill variety, task identity, and autonomy. Under such circumstances, you would
expect the average CSR to report a low level of job satisfaction. But what can be done
about it? How can the profile of a CSR job be made to look more like that of the manager?
Before specifically addressing this question, let us consider some general ways of
increasing intrinsic job characteristics.

FIGURE 6.1 Studies of the relationship between intrinsic job characteristics and job
satisfaction



FIGURE 6.2 Job characteristics profiles for job of customer service representative and
manager

 • Job rotation. Job rotation is when employees perform different jobs; typically,
rotation occurs once employees have mastered their present job and are no longer
challenged by it. Many companies use job rotation to increase flexibility – i.e.
having employees capable of performing a wide variety of jobs allows
adjustments to be made due to absenteeism, injury, or changes in product demand.
However, there are also substantial satisfaction benefits. America West uses job
rotation, according to CEO Mike Conway, to “give the employees a better job, to
give them more job variety. It's more challenging, and for those who are
interested in upward mobility, it exposes them to about 16 different areas of the
company versus one they would be exposed to if we specialized” (Garfield, 1992:
8). Some companies even pay people for successfully rotating into new jobs; such
pay systems are referred to as “skill-based pay.”

 • Job enlargement. Job enlargement, sometimes called horizontal loading,
involves expanding the number of tasks associated with a particular job. The
difference between job enlargement and job rotation may seem subtle. The
difference is that with job rotation, jobs are not really redesigned. Employees
simply systematically move from one job to another, but while they are
performing a job, the nature of the work has not changed. Job enlargement is a
more fundamental intervention because it involves actually changing the job. For
example, an assembly-line worker who formerly performed one discrete operation
(bolting the seat to the floor of a car) may instead be part of a team that performs
many phases of the assembly operation. Another example would be workers in a
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grocery store who may work at the checkout counter, stock shelves, or clean,
depending on what needs to be done.

 • Job enrichment. Job enrichment, sometimes referred to as vertical loading,
involves increasing the responsibilities of the job. Compared to job enlargement,
the increase in the variety in the work of an enriched job may be no more than of
an enlarged job, but the responsibility (and often autonomy) of the job is
increased. For example, self-managed work teams may take on responsibilities
such as staffing, scheduling, and performance appraisal formerly assigned to the
team's supervisor. One example of job enrichment occurred at the Duncan Hines
angel food cake factory in Jackson, Tennessee. Workers who combined the
ingredients for the cake mix were given letters from customers who had had
problems with the cake mix. Employees could call up customers to help them
solve their problems and, in the meantime, perhaps learn how to make better
mixes or provide clearer instructions (Johns, 1996). A similar job enrichment
program was undertaken in a totally different industry. John Deere enriched some
of its assembly-line operation jobs so that workers in these jobs also took on sales
responsibilities.

Now let us return to our insurance company example. Having learned about the ways in
which intrinsic job characteristics can be increased, how could we redesign the CSR job?
Rotating CSRs through different specialties could increase skill variety. Providing CSRs
with feedback on the resolution of each claim could raise task identity. Giving CSRs
more latitude in servicing customers could increase autonomy. Though each of these
piecemeal changes may have merit, a deeper approach would be to assign CSRs
responsibility for entire claims. Although there are some aspects of the job that a CSR
may not be able to accomplish on their own, these could be referred to a claims adjuster,
or CSRs could be trained to take on some of the duties of a claims adjuster. By assigning
an employee responsibility for the entire claim, both horizontal and vertical loading are
increased. Horizontal loading is enhanced because the CSR may need to arrange a rental
car for the customer, determine whether a check has been processed, or negotiate with
another insurance company representative about payment on a claim. Vertical loading is
increased by giving the CSR discretion to make decisions about various aspects of the
claim (e.g., whether to provide a loaner car for a particular claim, prioritizing claims, etc.).
Aetna Life & Casualty, one of the largest insurance companies in the US, has redesigned
its jobs in such a manner (Jacob, 1992). The downside of redesigns such as this comes in
the form of training costs, and the recognition that there are some employees who do not
welcome challenging work. However, research indicates that the benefits of job redesign
generally outweigh these costs (Cascio, 1991).

Criticisms and limitations

The Job Characteristics Model has amassed a great deal of support in the research
literature. Despite the support, there have been several criticisms of the model. Two of
the most important concerns are reviewed below.
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Measurement of job characteristics. The JCM assumes that job characteristics cause job
satisfaction. It is important to remember that the measures of intrinsic job characteristics
typically are perceptual. According to some researchers, perceptual measures are
susceptible to biasing influences such as mood. If employees’ mood at the time of rating
their job characteristics and job satisfaction affects both ratings, the correlation between
perceptions of job characteristics and job satisfaction would be inflated (i.e., the real
relationship would be lower than it appears). Furthermore, there are concerns that the
relationship is not solely from job characteristics to job satisfaction; job satisfaction may
also (or instead) cause perceptions of job characteristics. Although some research has
supported these criticisms, other research has shown that when these limitations are
remedied (e.g., using objective measures of job characteristics), a relationship between
job characteristics and job satisfaction still exists (Glick, Jenkins, and Gupta, 1986). Thus,
while these criticisms are important to keep in mind, they do not undermine the model.

Combining the dimensions. In the original formulation, the five intrinsic job
characteristics were combined with what Hackman and Oldham (1980) called a
Motivating Potential Score (MPS). According to the authors, the five job characteristics
were combined in the following manner:

Using this formula, if employees rate each of the five dimensions as “3'’ on the 1–7 scale
(see table 6.1), MPS = 27 (3 × 3 × 3). On the other hand, if employees rate each of the
five dimensions as “5,” MPS = 125 (5 × 5 × 5). This formulaic combination of the five
core characteristics has not been supported. Research indicates that simply adding the
dimensions works better. Thus, rather than the MPS scores of 27 and 125 in the above
examples, simply adding the five characteristics would result in scores of 15 and 25. I do
not view this as a serious problem with the theory. How the scores are optimally
combined does not go to the heart of the theory. If there is a better method of combining
the five core job characteristics than that originally proposed by Hackman and Oldham
(1980), wonderful. The support for the original MPS formulation was scant, and thus we
have learned that the theory is most useful when the five job characteristic ratings are
simply added.

Exceptions to the Principle

Employees with low growth need strength

In considering the recommendation that organizations should increase the mental
challenge of jobs, one might wonder whether everyone seeks mental challenge in their
work. Indeed, the relationship between intrinsic job characteristics and job satisfaction
depends on employees’ Growth Need Strength (GNS). Growth Need Strength is
employees’ desire for personal development, especially as it applies to work. High GNS
employees want their jobs to contribute to their personal growth, and derive satisfaction
from performing challenging and personally rewarding activities. One of the ways GNS
is measured is by asking employees, with a survey, to choose between one job that is high
on extrinsic rewards (such as pay) and one that is high on intrinsic rewards. For example,
one item asks the employee to choose between “A job where the pay is very good” and
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“A job where there is considerable opportunity to be creative and innovative.”
Individuals who strongly prefer the latter job are likely to be high on GNS – all else equal,
high GNS people prefer jobs that are challenging and interesting, which allow them to
work autonomously and use a number of skills, over jobs that are otherwise rewarding
(high pay, good supervision, pleasant co-workers, etc.). According to the model, intrinsic
job characteristics are especially satisfying for individuals who score high on GNS. In
fact, research supports this aspect of the theory. As is shown in figure 6.3, across the ten
studies that have investigated the role of GNS in the relationship between intrinsic job
characteristics and job satisfaction, the relationship tends to be stronger for employees
with high GNS (average r = .68) than for those with low GNS (average r = .38). However,
as the figure shows, it is important to note that intrinsic job characteristics are related to
job satisfaction even for those who score low on GNS (Frye, 1996).

FIGURE 6.3 Studies of the correlation between intrinsic job characteristics and job
satisfaction for individuals with high and low Growth Need Strength (GNS)

Employees who value other job attributes

Thus far we have established that job satisfaction is best promoted through intrinsically
challenging work because most employees value the work itself more than other job
attributes. One exception to this principle is that employees who do not care about
intrinsic job characteristics (low GNS) will be less satisfied by challenging work. A more
generalized means of considering this exception is through values. It may not be that only
employees with low GNS will respond less favorably to intrinsic job characteristics; the
exception would also apply to employees who value other job or organizational attributes.
Following his definition of values as that which one desires or considers important,
Locke (1976) argued that individuals’ values would determine what satisfied them on the
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job. Only the unfulfilled job values that were valued by the individual would be
dissatisfying. Thus, value-percept theory predicts that discrepancies between what is
desired and received are dissatisfying only if the job facet is important to the individual.
Because as a general rule individuals value work more than other job attributes, Locke's
argument is consistent with the general principle described in this chapter. Thus, if
intrinsic job characteristics were the most important job facet to most individuals, then
Locke's theory would predict that increasing the level of intrinsic job characteristics (thus
reducing the have–want discrepancy with respect to intrinsic characteristics) would be the
most effective means of raising employees’ job satisfaction. However, it must be
recognized that when an employee does not value challenging work, other values must be
fulfilled to satisfy the person.

Personality

Implicit in Locke's definition is the importance of both feeling and thinking. People's
evaluation of their jobs is a process of rational thought (how is my pay relative to my
peers, is my work as challenging as I would like?), but it also is influenced by people's
dispositional outlook. Research has shown that unhappy children become dissatisfied
workers later in life (Staw, Bell, and Clausen, 1986). There is even evidence that job
satisfaction is inherited (see Arvey, Carter, and Buerkley, 1991). Thus, part of the reason
we like or dislike our jobs has nothing to do with the jobs. Rather, it is due to our
dispositional outlook that derives from our genes and early childhood experiences. Judge,
Locke, Durham, and Kluger (1998) have found that the key dispositional factor leading to
job satisfaction is core self-evaluations – if we have a positive self-regard, we are likely
to see our jobs positively and undertake jobs that are challenging.

Dispositions are important in understanding job satisfaction. To a large extent, they are
what cause two people with the same job to be differentially satisfied by it. The main
practical implication of the dispositional source of job satisfaction is that if employers
wish to raise satisfaction levels of their workforce, they need to select applicants with
positive dispositions. However, the dispositional source of job satisfaction does not
invalidate the general principle presented in this chapter, it merely explains why the
general principle is not perfectly true (as almost no general principle is in seeking to
explain something as complex as human behavior).

Case Studies

Job satisfaction of public school teachers

In 1993–4. US Department of Education surveyed roughly 36,000 of America's public
school teachers in an effort to determine the factors influencing teacher satisfaction. The
teachers were questioned about a wide variety of issues, and background questions were
also included in the study. The public school teachers included in the study were quite
diverse in demographics, educational background, experience, community type, school
size, class size, and socio-economic status of students in the school. These background
characteristics, however, were only weakly related to teacher satisfaction. As the authors
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of the report concluded, “the analyses show that certain teacher background variables and
school characteristics are only weakly related to teacher satisfaction; (they are not) …
useful in predicting a teacher's satisfaction” (Perie, Baker, and Whitener, 1997: 51). This
is consistent with what has been found in the literature on job satisfaction – demographic
and background characteristics are not important predictors of job satisfaction.

The study also found that compensation was only “modestly related” to teacher
satisfaction. Although the pay of teachers in public schools varies greatly – it is not
unusual in a public school to observe 2:1 or even 3:1 differences in salary among teachers,
even for those teaching the same subject – this variance in pay does not predict
differences in satisfaction. So what did influence satisfaction in this study? The authors
found that the most important influences on job satisfaction were work characteristics. As
is shown in figure 6.4, teachers who felt that they had an influence over school policy and
felt they were in control of their classroom were much more likely to be satisfied with
their jobs than teachers who felt they did not have influence or control. The figure also
shows that pay did little to separate satisfied and dissatisfied teachers.

This analysis shows that what makes the most difference in teacher satisfaction is not
how or even what they are compensated, but how much influence they have over their
work. As the authors of this study concluded:

These findings provide information to policy makers interested in increasing the
satisfaction levels of teachers. Very few of teacher background or nominal school
characteristics that are an inseparable part of any school of community were associated
with teacher satisfaction. Instead, this report demonstrated that teacher satisfaction may
be shaped in part by workplace conditions that are within the reach of policy at the school
and district levels. Focusing on workplace conditions, therefore, is a feasible way to
improve teacher satisfaction … The results of this study imply that involving teachers in
school-wide policy decisions and giving them some degree of control in their classrooms
are associated with high levels of career satisfaction … If, as the literature suggests,
teacher satisfaction related to both teaching quality and turnover rates, focusing on
policies related to satisfaction may go a long way towards improving the quality of
instruction in our nation's schools.

(Perie et al., 1997: 52)

Unfortunately, the largest union representing the interests of teachers – the National
Education Association (NEA) – has traditionally focused its efforts on political lobbying
(Chapman, 1999), to the exclusion of workplace reform that would result in greater
teacher satisfaction. If schools, labor unions, teachers (who must assume some
responsibility for the NEA's focus), and parents want to improve public schools, these
results suggest that they should consider making the teaching environment more
satisfying to teachers by improving teacher's influence over their work. This can
effectively be accomplished by increasing intrinsic job characteristics.

Tom Warner

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150667#b19
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150667#f4
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150667#b19
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150667#b3


Tom Warner owns a plumbing, heating, and air-conditioning business in the Annapolis,
Maryland area. Warner had observed over the past few years that his business had fallen
off somewhat in his primary market – commercial property-management firms. In order
to cut costs, these firms were hiring handymen to do work in-house. Thus, Warner
decided to pursue the residential market But how could his business, with more than 250
people, compete against little mom-and-pop operators who built personal relationships
with many clients? Warner's answer was to expand the jobs of his plumbers, electricians,
and technicians so that each operated like they owned their own business.

FIGURE 6.4 Job satisfaction levels of elementary and secondary public school teachers
according to perceived influence over school policy, perceived control in the classroom,
and salary

(Source: Perie, Baker, and Whitener, 1997)

Warner divided Annapolis territory into smaller territories of approximately 10,000
households. Each of his non-staff employees was given a territory. The employees were
trained in how to run their territory as if it were their own business. They learned sales
techniques, budgeting, negotiating, cost estimating, and how to handle customer
complaints. Warner's vision was to run his business using a staff of technically superb,
friendly, and ambitious mechanics who operate like small-town tradespeople despite the
big-city reality.

The redesign of mechanics’ jobs has been quite successful. Although initially turnover
increased (perhaps because low GNS employees did not like the redesigned jobs), the
remaining employees have developed a strong sense of pride and ownership in their
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territory. The average mechanic puts in 63 hours a week. They not only fix pipes and
repair heaters, they generate referrals, schedule their own work, do their own estimates,
handle their own equipment, develop their own advertising campaigns, and collect their
own receivables. Warner provides training, trucks, tools, phones, pagers, dispatchers, and
an all-night answering service. He also performs such chores as payroll and taxes. His
mechanics are then free to run their businesses the best way they see fit.

Conclusion

Job satisfaction matters. Employees who are satisfied with their jobs tend to perform
better, withdraw less, and lead happier and healthier lives. Organizations whose
employees are satisfied with their jobs are more likely to be productive and profitable.
The single most effective way organizations can achieve a satisfied workforce is to
provide their employees with mentally challenging work.
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It's no secret, of course, that many people quit their jobs. Whether voluntary employee
turnover is a problem, however, “depends.” Sometimes, an individual's volitional quitting
can be a major problem. In certain parts of the food and beverage industry, for example,
turnover is routinely well over 100 percent annually, and many managers must often
worry about simply having enough employees to keep their operations running. In
segments of the software industry, moreover, losing a single key knowledge worker can
not only decrease the likelihood of a project's success, but it can also reduce investors’
confidence in the firm and thereby dramatically lower that firm's stock price. Sometimes,
employee turnover can be far less of a problem, and in some cases it is even desired. If
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employees can be readily hired, trained, and meshed into the company's operations and
culture, quitting might only be a minor nuisance. Relatedly, turnover may even be
desirable because it serves as an immediate constraint on labor costs. Thus, employee
turnover is not necessarily bad or good. Instead, it is an ongoing organizational issue that
needs to be managed, and understanding employees’ leaving is essential to its control.

Among academic scholars of organizational behavior, there are three complementary
approaches to understanding the turnover process. Two of these forms focus on who quits
and how they quit. In the first approach, leaving is traditionally described through a
process initiated by an individual's feelings and beliefs. More specifically, job
dissatisfaction is theorized to initiate a variety of job-search behaviors and corresponding
comparative evaluations on the identified employment opportunities that, in turn, set the
stage for an employee's quitting. In the second approach, a non-traditional and social
psychological orientation is applied to an employee's leaving, and this approach is named
the “unfolding model of voluntary turnover.” In contrast to traditional ideas, the
unfolding model (a) describes multiple quitting processes, (b) includes non-cognitive and
external-to-the-person factors, and (c) explains how relative job satisfaction can prompt
an employee's departure. In the third approach, understanding focuses on the company's
definition of the circumstances surrounding a person's leaving. Viewed from the
manager's perspective, the questions are whether an employee's quitting is functional or
dysfunctional, avoidable or unavoidable.

Based on these three approaches, we clarify in this chapter how turnover might best be
understood and managed. First, each of these three approaches is described, and their
corroborating statistical evidence summarized. Based on this body of evidence,
controlling turnover begins with monitoring for signs that allow for the anticipation of
future employee quitting. Second, we identify what signs to monitor. Third, action
implications are offered. In other words, we suggest what to do after observing the signs
for the enhanced likelihood of turnover. Fourth, notable exceptions are explained. That is,
we suggest conditions under which our recommended signs and actions may be more or
less meaningful.

Approach 1. What the Traditional Ideas About
Turnover Tell Us
Monitor job attitudes and withdrawal cognitions

The theorized linkages

Based on the evidence to date, managers have good reason to expect links between job
(dis)satisfaction and employee turnover. (See Hom and Griffeth, 1995, for an excellent
and a comprehensive academic treatment of the major psychological theories of turnover.)
First, the lower the level of an employee's job satisfaction, the lower will be the level of
his or her organizational commitment. Second, the lower these job attitudes, the stronger
will be the initial thoughts, feelings, and expected positive outcomes of quitting. Next,
according to this traditional approach, these thoughts, feelings, and expected positive
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outcomes lead most people to search for another job. The job opportunities found during
this job search are then evaluated, though it is uncertain whether a set of multiple job
opportunities are simultaneously compared or whether single job opportunities are
compared in sequence. Most likely, the specific nature of this comparison process
depends on what opportunities are actually discovered during job search and the job
seeker's mental abilities (see chapter 1 above). Finally, actual quitting occurs when a
“better” job opportunity is found. We hasten to note that “better” has rarely been fully
defined. Most often, improved economic outcomes are implied (e.g., compensation and
financial opportunities) but seldom explicitly stated.

The statistical evidence

Perhaps equally enlightening as the traditional dissatisfaction-induced leaving processes
themselves, the statistical findings provide compelling reason for a manager to expect the
following stable and consistent relationships. The statistics that are provided in
parentheses below are: (a) averaged across multiple studies; (b) weighted by typically
very large sample sizes; and (c) statistically significant. Furthermore, these values are
taken from reports, which quantitatively summarize the data from numerous empirical
studies, by Hom and Griffeth (1995), Mathieu and Zajac (1990), and Spector (1997). Our
description of a statistic's size (e.g., large, moderate or small) derives from the common
standards in the social sciences.

First, overall job satisfaction strongly correlates with organizational commitment (r = .53),
and the intentions to search for another job (r = −.60) and to leave (r = −.46). More
specifically, lower scores on job attitude measures are consistently associated with more
thoughts of leaving and job-search activities. Second, job satisfaction (r = −.19),
organizational commitment (r = −.28), thoughts of quitting (r = .27), and intentions to
search (r = .27) and to leave (r = .35) correlate moderately well but predictively over time
with actual turnover behavior. In other words, these variables are consistently associated
with employee actions. Third, until people quit, less satisfied employees are absent
slightly more often (r's between –.10 and –.15), somewhat less helpful to co-workers (r's
between .22 and .26), and perform their jobs more poorly (r = .25). Similarly, less
committed employees are also absent slightly more often (r = −.10), less motivated in
general (r = .53), even less motivated intrinsically (r = .69), and perform their jobs more
poorly (r = .14) as well. Thus, employees with poor job attitudes can be difficult to
manage. (For a related discussion, see chapter 6 above.)

What to monitor first: job attitudes

Every traditional theory on employee turnover includes job dissatisfaction as either the
primary starting point or as an early stage in the turnover process. Moreover, the
statistical evidence indicates consistent and large correlations (cited above) between job
satisfaction and the intermediate variables (e.g., organizational commitment, intention to
search or to leave) before actual employee turnover occurs. In turn, the evidence reveals
consistent, moderate-sized, and predictive over time correlations between the
intermediate variables and actual quitting. When considered together – and from the
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singular interest in controlling turnover – job satisfaction, certainly, and organizational
commitment, probably, should be monitored as clear and compelling indicators of future
employees’ quitting.

What to monitor second: global withdrawal cognitions

These traditional approaches most often include factors such as thoughts of quitting,
expected utility of job search, cost of quitting, intention to search, evaluation of
alternative jobs, comparisons between current and alternative jobs, and intention to leave
as separate entities. Correspondingly, organizational behavior researchers have sought to
measure and study these variables as separate entities. An enduring problem, however, is
that these intermediate variables (between job satisfaction and turnover) are difficult to
separate accurately (e.g., using various statistical methods). As a result, several turnover
scholars have sought to simplify the meaning of these “intermediate steps.” More
specifically, these numerous factors have been reconceptualized and empirically
measured as a global and broader-based variable labeled “withdrawal cognitions.” When
measured directly, global withdrawal cognitions consistently, moderately in magnitude
but predictively over time correlate with actual turnover (r = .30). A manager can
certainly monitor each immediate variable separately, but the long-standing bias toward
parsimony and simplicity held by social scientists and managers suggests the desirability
of monitoring for signs of employees’ global or general withdrawal cognitions. In short,
the “evidence” informs us to monitor job attitudes and global withdrawal cognitions as
preliminary signs of employees’ leaving.

Approach 2. What the Unfolding Model of Voluntary
Turnover Tells Us
Monitor shocks and paths, as well as job attitudes and
global withdrawal cognitions

The overall model

In contrast to traditional turnover ideas, the unfolding model offers a broader perspective.
(See Lee and Mitchell, 1994, for a detailed description of this model.) Based on the
evolving evidence to date, managers should have confidence that the unfolding model
broadly and accurately describes the leaving process. More specifically, the unfolding
model informs us about four basic patterns of thoughts and actions (or psychological
“paths”) to leaving organizations. In one particular pattern, which is labeled “path 4,”
leaving is seen as quite similar to the traditional ideas of turnover described above. Job
dissatisfaction prompts thoughts of leaving that lead, in turn, to job search, evaluation of
alternatives, and eventual departure from the job. Thus, much of the statistical evidence
on the traditional ideas about turnover also pertains to path 4 leaving as well. From an
applied perspective, both traditional and path 4 approaches inform the manager to
monitor employees’ negative or declining job attitudes. (Although not major, the primary
difference between traditional and path 4 processes is that the former implies substantial

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150668#b8


job dissatisfaction prompts quitting, whereas the latter implies a slow and gradual onset
of dissatisfaction, which in turn initiates the leaving process.)

In paths 1, 2, and 3, a fundamentally different pattern is asserted. In contrast to
dissatisfaction-induced quitting, the leaving process begins with a shock that is a jarring
and an external-to-the-person precipitating event. Shocks serve to shake people out of
their daily, habitual, and ongoing patterns and routines. Although all shocks are mediated
by an individual's perceptual processes, of course, their jarring nature renders them easily
identifiable, describable, and understandable by the employee and manager. Thus, shocks
are a conceptual tool that keeps monitoring and observations firmly grounded on work
behaviors and the employee's immediate situation. In our research, for example, people
report that shocks can be: (a) positive (e.g., acceptance into graduate school) or negative
(e.g., a nurse being forced into a life-threatening emergency surgery for which she was
unprepared); (b) expected (e.g., a spouse's retirement) or unexpected (e.g., being denied a
six-month leave of absence); and (c) organization-related (e.g., the hospital shifts from
individual-based to team-based nursing) or personal (e.g., becoming pregnant with one's
third child). As a result, shocks augment job attitudes and global withdrawal cognitions
as key antecedent signals to subsequent employee turnover and are easily identified.

Monitor for specific paths

Whereas monitoring for job attitudes, global withdrawal cognitions, and shocks is fairly
straightforward, determining which specific path employees may take can be more
complicated; but such monitoring offers the manager greater understanding of turnover.
In path 1, a shock triggers a person to use a pre-existing action plan (or what social
psychologists call a script). Minimal (or virtually no) mental deliberations occur. A
person leaves without considering his or her current attachment to the organization (e.g.,
organizational commitment) and without considering her or his current job alternatives.
Unlike traditional ideas and path 4, moreover, job satisfaction is essentially irrelevant. In
path 1, a satisfied person can appear to leave abruptly but is in fact following a pre-
planned course of action. For example, an interviewee reported the following: “It was
very simple; I am going to graduate school … It had nothing to do with my job. It had
everything to do with my personal situation … Very quickly, as soon as I got the letter
that I was accepted into graduate school, the decision was made” (Lee, Mitchell, Wise,
and Fireman, 1996: 17). Note that path 1 involves a shock (e.g., the acceptance letter),
script (e.g., return to graduate school), no job search and no evaluation of alternatives.

In path 2, a shock prompts a person to reconsider his or her basic attachment to the
organization (e.g., commitment) because of violations to one's basic values, personal or
professional goals, and/or plans for goal attainment (which are called “images”). After
completing these mental deliberations, a person leaves the organization without a search
for work alternatives. Unlike traditional ideas and path 4 but like path 1, job satisfaction
is also largely irrelevant. In path 2, a satisfied person can leave abruptly because she or
he is reacting to the shock itself. For example, an academic colleague of the authors
recently left his tenured professorship at a major research university. In his words, he told
us the following:
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I went into my dean's office to discuss some executive teaching and consulting that I was
doing. We got into this huge disagreement over whether this was an appropriate activity
for me to spend time on and whether it was good for the university. As the argument got
more intense, it was clear that my contributions to the school and the ethical foundation
of my professional choices were being questioned. I tendered my resignation within three
days.

Note that path 2 involves a shock (e.g., the argument), no script, violations (e.g., images
of personal and professional goal attainment), no job search and no evaluation of
alternatives.

In path 3, a shock initiates a person to consider whether an attachment could form with
another organization because of violations to one's basic values, personal or professional
goals, and/or plans for goal attainment. The mental deliberations due to the shock and
violations lead an individual to search for another job and to evaluate specific alternatives
and one's current job. Unlike traditional ideas and paths 1 and 2, a reasonably job-
satisfied person can leave for a more satisfying job. In path 3, job dissatisfaction may or
may not be present. Recently, we reported the following example of path 3 leaving:

… Sammy Lew (a fictitious name) was a forty-five year old former electrical engineer
who had worked for a major military-defense company. [Mr. Lew] … had worked for the
same firm since graduation twenty-three years earlier. For the last ten years, Mr. Lew
supervised a group of twelve engineers. When asked why he left his former company to
become a real estate developer, Mr. Lew said that … it was the departure from the firm of
another work group member. That departure left Mr. Lew as the work group's oldest and
clearly most out-of-date engineer. [He realized that] he had minimal advancement
prospects and that “it was time to move on.” As such, he evaluated his interests,
aspirations, and available opportunities. Although he had no particular connection to his
new profession, real estate development appeared, on balance, his best choice. He quit
the defense company upon finding an acceptable job in real estate.

(Lee and Maurer, 1997: 249)

Note that path 3 involves a shock (e.g., the co-worker's quitting), no script, violations
(e.g., images of professional goal attainment), job search (e.g., finding real-estate work),
and evaluation of alternatives (e.g., in comparison to his interests, aspirations, and
available alternatives).

The statistical evidence

Accurate classifications. A fundamental test of the unfolding model is whether its four
paths can accurately describe employees’ actual leaving (as opposed to intentions to
leave). To date, we are aware of two published empirical tests of the unfolding model. In
an initial qualitative study, Lee et al. (1996) reported that, as hypothesized, 6, 6, 8, and 13
nurses could be accurately classified into paths 1–4, respectively (33 of 44). In a
subsequent quantitative test of a revised unfolding model, which used a set of revised
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questions based on suggestions and results from their earlier study, Lee, Mitchell, Holtom,
McDaniel, and Hill (1999) reported that, as predicted, 6, 7, 136, and 63 former
accountants from Big 6 public accounting firms could be accurately classified into paths
1–4 respectively (212 of 229). When comparing classifications made from the initial
versus revised unfolding models, the accuracy of classification among former Big 6
employees improved significantly to 96 percent from 75 percent.

Path speed. In addition to accurate classifications, a second testable attribute of the
unfolding model involves the speed in which the four paths unfold. More specifically,
paths vary by their levels of mental deliberation. For example, extensive evaluation of
alternatives should take more time than doing no or minimal evaluations. Furthermore,
paths differ by whether their basic features are readily available for mental deliberation.
If job search is required, for instance, information about alternative employment is less
readily available than if no job search is involved. Thus, the path speed should vary
systematically. Among nurses, Lee et al. (1996) reported that the median durations of
paths 1 and 2 were significantly quicker than that of path 4. Among accountants, Lee et al.
(1999) reported shorter durations for paths 1 and 2 than for 3 and 4, and a shorter
duration for path 3 than for path 4.

Shock characteristics. On their small sample of 44 nurses, Lee et al. (1996) reported that:
(a) path 1 was significantly associated with expected and personal shocks (e.g., your
spouse relocates); (b) path 2 was significantly associated with organizational and
negative shocks (e.g., you are passed over for promotion); and (c) path 3 was
significantly associated with organizational shocks (e.g., you receive a competitive job
offer). With their larger sample of 229 former Big 6 accountants, Lee et al. (1999)
replicated two of their earlier findings. In particular, path 1 significantly associated with
personal shocks, and path 3 significantly associated with organizational shocks. When
taken together, these two significant associations may be robust across industries,
occupations, and gender.

In sum, monitoring for shocks is not enough. Managers must also analyze a shock's
content and draw inferences about paths. This information can help a manager decide
how quickly they need to act (e.g., in paths 1 or 2) and what factors might inhibit leaving.
In comparison to the traditional approach (i.e., dissatisfaction-induced quitting), the
unfolding model identifies additional considerations and adds richness to our
understanding of the turnover process.

Approach 3. What the Circumstances Surrounding
Turnover Tell Us
Monitoring for signs of voluntary quitting may not be
enough

Is turnover functional and avoidable?
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A prevailing belief among many organizational behavior scholars and practicing
managers is that employee turnover should be minimized, though not necessarily
eliminated. In the 1990s, for example, this view became quite salient because of the very
robust US economy and historically low unemployment levels. From the manager's
perspective, moreover, turnover can substantially increase the costs of staffing, training,
and general administration. More subtly, turnover can also often disrupt a business unit's
operations and increase the workloads of remaining employees.

In contrast to this prevailing belief, a small body of empirical research indicates that
turnover should be more carefully managed rather than minimized. (See Maertz and
Campion, 1998, for a thorough discussion of these issues.) Most compelling, employee
turnover can be beneficial to a company if marginal performers voluntarily leave.
Whereas “truly bad” performers might likely be fired, for instance, having too many
marginal performers (i.e., those persons who are not sufficiently bad to fire) can
minimize a firm's productivity. The value accrued by encouraging these people to resign
can often offset that individual's overall replacement costs. In a related vein, the new
employees can oftentimes be a source of new ideas and mechanisms to shake remaining
employees out of their inertia (cf. “getting new blood”). In those situations where labor
costs are deemed critical and quite variable relative to others (e.g., fast-food restaurants,
community colleges), turnover can result in substantial savings in compensation-related
expenses and thereby enhance organizational productivity (e.g., replace higher-wage and
long-tenured counter clerks with lower-paid new workers; replace permanent faculty with
part-time lecturers). In short, employee turnover should not simply be minimized or
dismissed as an unmanageable process.

The statistical evidence

Two empirical studies directly address the functionality and avoidability of leaving.
Based on the termination records for a seven-month period, Dalton, Krackhardt, and
Porter (1981) first identified the volitional quitting of 1,389 former tellers from 190 bank
branches. Next, each former teller's immediate supervisor reported judgments about (a)
their preference on rehiring that person, (b) the former employee's job performance, and
(c) the ease of replacing that leaver. These voluntary leavers represented a 32 percent
overall turnover rate. When voluntary leavers were classified into dysfunctional (e.g.,
good employees quit) versus functional (e.g., marginal employees quit) based on the
supervisor's judgments on preference for rehire and job performance, the turnover rate of
dysfunctional leavers dropped to 18 percent. When classified by ease of replacement,
dysfunctional turnover (e.g., hard to replace) dropped to 9 percent of the overall turnover
rate. These data are compelling. More specifically, they indicate that the quitting of some
people is actually functional or good for the company.

On a sample of nurses, Abelson (1987) compared the “immediate variables” (as defined
above for the traditional ideas of turnover) among 136 stayers, 30 avoidable leavers, and
16 unavoidable leavers over a one-year period. Levels of job satisfaction and
organizational commitment were significantly lower for avoidable than unavoidable
leavers and stayers. That is, people who left for unavoidable reasons (e.g., a spouse
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relocates) had satisfaction and commitment levels comparable to those who stayed.
People who left for avoidable reasons (e.g., bad work schedules) had lower attitudes than
those who stayed or those who left for unavoidable reasons. In addition, levels of
thinking of quitting and intentions to search and to leave were significantly higher for
avoidable leavers than unavoidable leavers and stayers.

Should turnover be encouraged or discouraged?

When considered together, these data indicate the discernibility, if not the outright
desirability, of further classifying voluntary turnover by functionality and avoidability.
Nevertheless, it remains the manager's decision as to: (a) whether dysfunctional turnover
should be discouraged; (b) whether functional turnover should be encouraged; and (c)
whether such turnover is also avoidable or unavoidable. These decisions focus the
manager on differentiating between those people he or she wants to keep and those
people whose departure is less of a concern.

Action Implications

When considered together, these tentative results suggest the value in (a) monitoring for
job attitudes, global withdrawal cognitions, shocks, and paths, and (b) deciding the
functionality and avoidability of voluntary turnover. Although each firm's and manager's
situation will be different, general action implications can be inferred from the three
reviewed approaches. Initially, a company needs to decide and perhaps rank-order the
“value to the firm” of each employee. That is, managers need to decide – based on a
sound definition of job performance – which people's leaving should be seen as
functional quits and those that should be seen as dysfunctional quits.

Job performance and the issue of functionality and avoidability

To judge whether a particular employee's quitting would be functional and perhaps
avoidable, managers must have some definition of job performance. More specifically,
what constitutes job performance? Because of the long-term influence from our
colleagues in personnel and industrial psychology, job performance is commonly
determined by a job analysis and often operationalized by the content of the firm's
employee evaluation form. Historically, a host of traditional variables have been applied,
which include, for example, observable work behaviors (e.g., cooperation), measurable
employee actions (e.g., number of seconds between the end of one and beginning of
another telemarketer's phone call), supervisory judgments (e.g., quality, quantity, and
overall performance), tangible work outputs (e.g., number of widgets produced each day)
or generated revenues (e.g., total sales dollars, the region's adjusted sales potential).

An emergent issue among organizational behavior scholars is whether job performance
has been too narrowly defined and whether our dominant definition is myopic.
Underlying these various and traditional performance variables is the standard and
prescribed job. More specifically, performance is often tied very closely to the job's
formally required tasks. Scholars of organizational behavior have recently asked whether



focusing on and measuring performance based on a job's required tasks and behaviors is
too restrictive.

Substantial research evidence shows that: whatever it is that gets measured directs
employee attention (e.g., dimensions of job performance); setting standards or goals
directs employee efforts and behaviors (e.g., good versus bad job performance); and
providing feedback allows for corrective actions toward the set standard (e.g., the
semiannual job performance evaluation meeting). We know that, by focusing attention
toward one's narrowly prescribed job tasks, work effort, behavior, and performance
follow accordingly. It is not surprising then that focusing on one's own job can also
distract such work effort, behavior, and performance away from other beneficial
organizational actions. For a lower-level employee, for example, a focus on one's job
may decrease the likelihood of helping another employee do his or her job. At the
immediate cost of lost opportunity of doing one's own prescribed job, that lower-level
employee may impose larger costs on organizational effectiveness by not helping another
employee perform or learn to perform a job. For a higher-level manager, a focus on one's
narrowly defined job may decrease the likelihood of meeting the larger organizational
and managerial role of representing the company at recognized industry and community
events. At no cost to doing one's own job, for instance, this manager may voluntarily
represent the company's commitment to corporate social responsibility, community well-
being or individual citizenship. Thus, employees may overly focus on the immediate job
and thereby actually hurt larger organizational functioning.

Organizational behavior scholars have labeled our traditional focus on well-defined and
prescribed job behaviors as task performance, in-role performance or job performance. In
contrast, the broader focus that includes non job-specific effort, behavior, and
performance but still benefits the larger firm is labeled role performance, contextual
performance or organizational citizenship behavior. In making decisions about an
employee's functional versus dysfunctional and avoidable versus unavoidable quitting,
managers should also decide whether individual and organizational effectiveness can be
enhanced by a traditional focus on the narrowly defined job (cf. task, in-role) functions or
by a broader focus on task- and context-performance. In our judgment, the broader focus
is typically better than the narrower view toward individual and organizational
effectiveness.

The details of the unfolding model

The unfolding model becomes particularly helpful because (a) of its detail, (b) path 4
captures much of the traditional approach, and (c) shocks capture much of the
avoidablility issue. Because the speed of path 1 quitting can be unpredictable and the
speed of path 2 quitting can be quite quick, managers may have minimal opportunity to
respond to shocks that may initiate leaving. Instead, they may need to have already in
place a mechanism that allows for proactive and quick actions aimed at encouraging or
discouraging an employee's leaving (e.g., pre-existing realistic job previews, quick and
informal grievance procedures, open-door policies by the firm's top executives). One
technique that we've developed is to gather examples of (or stories about) actual shocks



(i.e., specific events that initiate actual quitting) from leavers and other examples of (or
stories about) events that prompted stayers to think about quitting. Managers can then
simply list these examples and ask current employees (a) whether these events would
prompt thoughts of leaving and (b) what scripts they might have in place and follow if the
event were to occur. This information can help managers anticipate the events that likely
prompt thoughts of quitting and scripted actions. As a result, the informed manager can
elect to be proactive (or inactive) in discouraging (or encouraging) leaving.

In contrast, quitting in paths 3 and 4 is more predictable and slower. People search for
alternatives and evaluate the located options. Managers may have more opportunity to
respond. Thus, they may have more opportunity to craft individualized actions that can
encourage or discourage quitting (e.g., matching pay increases from external job offers,
dealing with accumulated job dissatisfactions, restructuring one's job responsibilities,
reassigning employees to other units within the company, loaning employees to external
service organizations like the United Way).

How to monitor job attitudes, global withdrawal cognitions, shocks, and paths

Surveys. Job satisfaction, organizational commitment, and global withdrawal cognitions
can be efficiently and validly measured via corporate surveys. In particular, these job
attitudes and cognitions can be assessed with standard, professionally developed and
well-researched measures (i.e., validated scales). For several of the better-known scales,
moreover, they are copyrighted and commercially available. Some of these validated
scales measure global job satisfaction, organizational commitment, and withdrawal
cognitions, whereas others measure facets of satisfaction, commitment, and withdrawal
cognitions. Although valid, standard scales are often quite long. As a result, questionnaire
length can discourage survey completion, and less information is actually (and commonly)
obtained. Although less reliable and less valid than the longer standard scales, researchers
and managers often must compose and use a smaller number of original questions (e.g.,
one to five items) to measure overall job satisfaction, organizational commitment, and
global withdrawal cognitions. Albeit less desirable, long-standing research practice and
enduring empirical evidence indicate an acceptable trade-off between shorter
questionnaire length and lower (though adequate) strength in predicting voluntary
turnover (e.g., Arnold and Feldman, 1982).

Management by wandering around (MBWA). Although shocks and paths can be
measured with surveys, these concepts are relatively new. As a result, there are no
standard and validated scales for their measurement. In addition to the technique of
listing actual and potential shocks and scripts (described above), there are other useful
techniques for identifying paths. In their delightful book, In search of excellence, Peters
and Waterman (1982) initially recommended MBWA. The idea is simple and appealing.
Managers should prioritize and allocate a certain portion of their day to watching, talking,
and generally interacting with their employees. If done consistently and sincerely,
understanding, empathy, and trust should develop. As a direct result, managers should
readily learn: (a) what individuals interpret as shocks; (b) whether scripts exist; (c) the
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specific content of images and if image violations occur; and (d) whether job search
cognitions and behaviors are engaged.

Some Notable Exceptions

The research that we've reviewed offers some clear advice on managing (or controlling)
employee turnover. First, managers should monitor for signs or predictors of employees’
quitting. Based on the substantial amount of statistical evidence, the effective and valid
signs of leaving are the employees’ levels of job satisfaction, organizational commitment,
and global withdrawal cognitions. Albeit based on only two studies, additional signs that
move monitoring beyond traditional job attitudes are shocks and paths characteristics
(e.g., scripts, search and evaluation). Second, managers should decide whether the
voluntary quitting is functional (versus dysfunctional) and avoidable (versus
unavoidable). That is, retention should be viewed selectively. Moreover, we strongly
recommend that this judgment be based on a broader, non-traditional view of job
performance (i.e., both in-role/task- and contextual/citizenship-based performance). Third,
managers can readily obtain information for this monitoring by routine, traditional, and
periodic employee surveys and/or by “management by wandering around.” With that said,
however, there are a number of considerations that should strengthen or weaken our
recommended actions.

Importance of workforce stability

Selective retention is less important in situations where workforce stability is less critical;
conversely stated, of course, retention is more important in situations where stability is
more critical. Three questions immediately arise. First, are replacement employees
readily available? If replacement employees are readily available, selective retention
should be less important to managers. An immediate indicator of availability is the
unemployment rate in the “relevant labor market.” Numerous studies indicate, for
example, a consistent and very substantial relationship between aggregate turnover and
unemployment rates (r's commonly .80 and higher). In general, the higher the
unemployment rate, the higher should be the availability of replacement employees.

Second, can the requisite job-specific knowledge, skills, and abilities (as well as broader
needs for contextual, citizenship-based performance) be readily taught? If success in
training is relatively quick and inexpensive, selective retention should also be less of an
issue. Two immediate and related indicators of training success are the job's
organizational level and whether advanced education is required. In general, lower-level
(e.g., non-exempt) jobs that do not require advanced educational experiences (e.g.,
bachelor's or master's degrees) should lend themselves to quicker and less expensive
training than higher-level (e.g., exempt) positions that require higher education. When
considered together, lower-level jobs that are filled primarily with non college-educated
persons and that occur in labor markets with high unemployment rates strongly suggest
far less attention might be devoted to selective retention. (For a related discussion, see
chapter 21 below.)
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Third, it is becoming increasingly clear that many employees are valued for their “human
capital and intellectual property.” More specifically, some employees may have
specialized knowledge that is critical to organizational effectiveness – even if a particular
employee is a marginal performer or if that knowledge can be readily conveyed through
training. With the (incredible) pace of organizational change and the competitive nature
of many industries, human capital and intellectual property should become increasingly
important in a manager's judgment about what is and what is not functional turnover.

Organizational types

Selective retention and workforce stability can be less critical in certain organizational
types. In particular, turnover is likely unimportant in temporary organizations whose sole
purpose is to create a given project or produce a certain service, and then, by design,
disband. Common examples include independent motion picture productions (e.g.,
shooting a movie), political campaigns (e.g., winning an election) and joint ventures
intended to spread risk across the multiple participants (e.g., oil exploration). Similarly,
bureaucracies, which are relatively buffered from market forces (e.g., state and local
governments, public universities), may have limited concern with retention and stability
because, for example, of sufficient slack resources, adequate time to forecast accurately
human resource requirements, or de facto monopoly position, Finally, those organizations
where creativity and innovation are critical to survival might actually consider
encouraging departures (e.g., think tanks, innovation centers, and advertising firms).

Additional Case Examples

As a new century opens, dramatic and non-traditional stories about employees’ quitting
are becoming common. Our speculation is that these stories will become even more so.
For example, Nirav Tolia, 27, left Yahoo! as a senior manager of its e-commerce
marketing and $10 million in unvested options. The reason he left: upon hearing a “really
interesting start-up idea from a friend [the shock],” he decided in only one day's time to
pursue his dream [a script] of a net start-up e-commerce company (a.k.a. path 1; Bronson,
1999). Joining Tolia, Ramanathan Guha, 34, left America Online as one of its senior
ranking engineers and $4 million in unvested options also to pursue this shared dream. In
1995, Patty Stonesifer said, “I have the very best job in the industry,” leading Microsoft's
Interactive Media unit. In 1996, she left to spend more time with her husband and two
teenagers. The reason she left: she turned 40 years old [a shock] and reassessed what she
wanted to do in the next 20 years [fit/compatibility with the shock and her values, goals,
and plans for goal attainment] (a.k.a. path 2; Rebello and Hof, 1996). In 1999, she holds a
senior leadership role at the Bill and Melissa Gates Foundation. These and other less
dramatic stories exemplify the market-driven imperative to understand better and take
proactive actions to manage employees’ leaving.

“The more things change, the more things stay the same”

Given that people will and do quit firms, how have companies begun to control the
leaving of these kinds of extraordinary and other less extraordinary (a.k.a. normal) people?
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Certainly, there is no single magic bullet that all firms should follow. With increasing
frequency, however, many firms have (re)turned to the old fashion and in the 1990s
followed the now counter-intuitive idea of proactively building loyalty via mutual
company and employee commitment (Bernstein, 1998). In other words, they seek to
prevent the seeds of leaving (e.g., shock, image violations, and decline in job attitudes)
before they get planted.

With these ideas in mind, Booze, Allen & Hamilton implemented job rotation to help
their consultants balance family and work stresses. During periods of unusual family
turmoil, for example, consultants can be reassigned to jobs with stable hours and minimal
travel; as a result, it is easier for their employees to deal with the work–family stresses.
At International Paper (IP) and Citigroup, for instance, career development programs
have been implemented. At IP, 13,000 white-collar workers must meet annually (and
separately from their performance appraisal meetings) to map their long-term career
strategies and their next specific job move. At Citigroup, 10,000 managers are reviewed
twice a year to identify their next job placement.

Explaining these proactive efforts to control employee turnover via enhanced loyalty,
Raymond V. Gilmartin, CEO of Merck & Co. offered the following: “The company is
responsible for providing the environment in which people can achieve their full potential,
and employees are responsible for developing their skills … That's the key to our ability
to attract and retain talent, and it defines the new employment relationship as I see it
today” (italics added; Bernstein, 1998: 68).

In short, labor market imperatives are driving firms to manage the quitting process
proactively, and the research in organizational behavior provides strong and compelling
managerial tactics.

Conclusion

In our view, this chapter mirrors a larger megapoint that underlies this entire volume.
More specifically, the research on organizational behavior offers discernible,
interpretable, logically consistent, and most often empirically verifiable foundation
principles. With respect to controlling turnover, we confidently advise the following. First,
decide whether that employee's quitting is functional (versus dysfunctional) and
avoidable (versus unavoidable). Second, anticipate an employee's leaving by monitoring
job attitudes, global withdrawal cognitions, shocks, and paths. Third, look at the shocks
or levels (and reasons) of job dissatisfaction and decide whether there is anything the
company can do (i.e., is this turnover avoidable?). Fourth, determine whether that
employee is likely to leave more quickly (i.e., paths 1 and 2) or slowly (i.e., paths 3 and
4), which in turn advises a manager to be proactive (for path 1 and path 2 processes) or
more reactive (for path 3 and path 4 processes). Fifth, gather most or all of this
information by routine employee surveys and/or “management by wandering around”
(i.e., talk to people). Finally, consider whether selective retention and workforce security
is sufficiently important in your particular firm's situation.
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Simply put, our prescriptions say that turnover is a process that requires more active
attention and management than it typically receives. Employee surveys are routinely
administered, for example, but this information is infrequently used for specific and
proactive interventions aimed at controlling turnover. Similarly, many companies
designate their “key” employees whose leaving would be clearly dysfunctional but take
little action to understand the events that prompt their thoughts of leaving. Also,
companies can better anticipate employees’ reactions to shocks by managing the
information immediately before and after the occurrence of a particular jarring event. Job
counseling can be made available, for instance, to deflect path 3 and 4 processes. Finally,
companies can simply make it harder for employees to leave by “embedding” their key
employees in the organization (Mitchell, Holtom, Lee, Erez, and Sablynski, 1999). For
example, using teams, having people serve as mentors or having responsibilities for
projects maintains attachments (or linkages) to firms. Generous perks and rewards
contingent on continued tenure can also render turnover less appealing. In sum,
controlling turnover requires substantial understanding of the phenomenon and the
willingness to be proactive or reactive in managing the quitting process. Ultimately,
appropriate management of turnover can increase organizational effectiveness and the
bottom line.

One Relevant Class Exercise

For those with a job, ask students to respond to 3–5 overall job satisfaction items and to 3
intention to leave items. Then ask them to calculate a correlation between job satisfaction
and intention to leave. If a sizable number of students don't have jobs, this exercise could
be done in groups of 10 such that at least 5 group members have jobs. This exercize could
show the reliable statistical relationship between job satisfaction and intention to leave.
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As an illustration, situations in which job satisfaction is less meaningful, the newspaper
story, “Family calling Piniella home” can be found at
http://seattletimes.nwsource.c...ariners/134555177_mariners15.html. This story illustrates
“path 2” from Lee & Mitchell unfolding model, which is described in the “relevant
reading” above.
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Goal-setting (Locke and Latham, 1990a) is among the most valid and practical theories of
employee motivation. This conclusion has been reached by multiple authors working
independently (e.g., Earley and Lee, 1992; Miner, 1984; Pinder, 1984, 1998). The
conclusion is based on the fact that the theory has been shown to predict, influence, and
explain the behavior of over 40,000 people in numerous countries (e.g., Australia,
Canada, the Caribbean, England, Germany, Israel, Japan, and the United States), in both
laboratory and field settings, involving at least 88 different tasks in occupations that
included logging, word processing, engineering, and teaching in a university. Although
developed as a theory of motivation in the workplace, it has been used effectively in sport
psychology (Weinberg, 1994). Most recently the theory has been found useful for
promoting the motivational processes of brain-injured patients (Gauggel, 1999; Prigatano,
Wong, Williams, and Plenge, 1997).

Main Principle

The theory states that the simplest most direct motivational explanation of why some
people perform better than others is because they have different performance goals
(Latham and Locke, 1991). The essence of the theory is fourfold. First, difficult specific
goals lead to significantly higher performance than easy goals, no goals, or even the
setting of an abstract goal such as urging people to do their best. Second, holding ability
constant, as this is a theory of motivation, and given that there is goal commitment, the
higher the goal the higher the performance. Third, variables such as praise, feedback, or
the involvement of people in decision-making only influences behavior to the extent that
it leads to the setting of and commitment to a specific difficult goal. Fourth, goal-setting,
in addition to affecting the three mechanisms of motivation, namely, choice, effort, and
persistence, can also have a cognitive benefit. It can influence choice, effort, and
persistence to discover ways to attain the goal.

Sub-principles
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There are at least four sub-principles necessary for deriving the motivational benefits of
goal-setting. The goal must be challenging and specific, feedback must be provided on
progress in relation to goal attainment, ways must be found to maintain goal commitment,
and resources must be provided for and obstacles removed to goal attainment.

Set challenging specific goals

The goal must be both challenging and specific. Given adequate ability and commitment
to the goal, the higher the goal the higher the performance. This is because people
normally adjust their level of effort to the difficulty of the goal. In addition to being
targets to attain, goals are the standards by which one judges one's adequacy or success.
Challenging goals facilitate pride in accomplishment. People with low goals are
minimally satisfied with low performance attainment, and become increasingly satisfied
with every level of attainment that exceeds their goal. This is also true for individuals
with a high goal. To be minimally satisfied, they must accomplish more than those who
have a low goal. Consequently, they set a high goal to attain before they will be satisfied
with their accomplishment. In short, to be satisfied, employees with high standards must
accomplish more than those with low standards. In addition, an employee's outcome
expectancies are typically higher for the attainment of high rather than low goals because
the outcome one can expect from attaining a challenging goal usually includes such
factors as an increase in feelings of self- efficacy, recognition from peers, a salary
increase, a job promotion, etc. As a result people, in most instances, commit to high goals.

Goal specificity facilitates an employee's focus in that it makes explicit what it is the
individual has chosen to exert effort to persist in attaining. Specificity also facilitates
measurement or feedback on progress toward goal attainment. A drawback of an abstract
goal such as “do your best” is that it allows people to give themselves the benefit of the
doubt concerning the adequacy of their performance (Kernan and Lord, 1989). Thus
maximum effort is not aroused. For feedback to be used intelligently, it must be
interpreted in relation to a specific goal. Goal specificity clarifies for the employee what
constitutes effective performance.

For goal-setting to be maximally effective, the goal and the measurement of progress
toward its attainment must be aligned. Thus, if a logger wants to increase productivity by
15 percent, the performance measure must be the number of trees cut down divided by
the hours worked. If a scientist in the organization's R&D division wishes to increase
client satisfaction, the goal set can be a specific increase in the frequency of behaviors
emitted that have been identified through job analysis as necessary for client satisfaction.
Goals and the measures of their attainment that have appeared in the scientific literature
include physical effort, quantity and quality measures of production, costs, profits, and
job behavior.

Challenging, specific goals affect persistence (Latham and Locke, 1991). When no time
limits are imposed, specific high goals induce people to work faster or harder than is the
case when low or abstract goals are set. Without time limits, specific high goals induce
people to work until the goal is attained. With time limits, difficult specific goals lead to
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more effort per unit of time. The American Pulpwood Association found that when paper
companies impose quotas on the number of days that they will buy wood from pulpwood
crews, the crews cut as much wood in the restricted number of days as they do in a
normal five-day work week (Latham and Locke, 1975).

In summary, setting specific, challenging goals is important for increasing both job
satisfaction and job performance. Job satisfaction is the result of an appraisal of one's
performance against one's goals. Job satisfaction is not a result of the person alone or the
job alone, but of the person in relation to the job. To the extent that one's job performance
is appraised as fulfilling or facilitating the attainment of one's goals, satisfaction is high
(Locke and Latham, 1990b).

Provide feedback in relation to goals

A truism attributed to the late Mason Haire is “that which gets measured gets done.” This
is because the act of measurement conveys cogently what the organization truly values
versus what it may state that it values. However, the accuracy of Haire's statement is
improved through the insertion of the word goals: that which is measured in relation to
goals is done. Both goal-setting theory and empirical research indicate that in the absence
of goal-setting, feedback has no effect on performance. This is because feedback is only
information; its effect on action depends on how it is appraised and what decisions are
made with respect to it.

For example, the Weyerhaeuser Company found that engineers and scientists who were
urged to do their best after receiving a performance appraisal performed no better than
their counterparts in a control group. A significant increase in performance occurred only
among those engineers and scientists who received feedback in relation to specific high
goals (Latham, Mitchell, and Dossett, 1978).

Feedback, however, is a moderator of goal-setting. Without feedback, the positive benefit
of goal-setting is minimized (Erez, 1977). This is because goals direct effort and
persistence. Feedback is a relational concept. It allows people to discern what they should
continue doing, stop doing, or start doing to attain the goal.

Gain goal commitment

Once the goal is set, ways must be found to gain commitment to it. Commitment is the
sine qua non of goal-setting. Without it, goal-setting is a meaningless exercise. Two
primary ways to gain commitment are to focus on an individual's outcome expectancies
and self-efficacy (see chapter 9 below)

A downside of setting challenging specific goals is that people may obtain tangible
evidence that they did not attain them. A teenager has multiple test scores that provide
strong evidence of failure in math. An employee in a consulting firm may have hours and
hours of wasted effort, non-billable hours, on a potential client who subsequently took the
business to a competitor. The result can be feelings of loss of control. People learn on the
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basis of data (e.g., revenue, client surveys, staff turnover) that they have failed to attain
their goal no matter how much they have truly tried to attain it. Through such repeated
experiences they learn to give up; they learn helplessness. Thus there are employees who
have learned that they cannot increase revenue with existing clients, they have learned
that they are poor at bringing in new clients, and there are still others who have learned
that they are not able to work effectively with staff. They have tangible evidence to
support their conclusions that they should give up attempts to attain the goal.

The solutions for maintaining goal commitment are at least twofold. A first step, as noted
above, is to focus on outcome expectancies. The role of a coach is to help people see the
relationship between what they do and the outcome of their actions; to help people realize
the outcomes that they can expect as a result of what they do. An early example of how
outcome expectancies affect goal commitment can be found in a study by Lashley (1929)
who cited a case of a man who after 900 repetitions was not able to master the alphabet.
After the man was bet 100 cigarettes that he could not learn the alphabet in a week, he
proceeded to do so in only ten trials.

Because the concept of outcome expectancies is as useful in one's personal life as it is in
an organizational setting, allow me to share a personal example. Recently, I arrived home
to discover my four children, ages 19–25, on the front step. They greeted me with the
warning not to enter the house as Mom was in a horrific mood. As she walked across the
kitchen floor, her foot came out of a shoe that had stuck to dried milk. As she fell, her
hand braced her from injury as it slipped into an open dishwasher that oozed with leftover
breakfast food.

For me to announce that I would solve the problem would not only have been lunacy on
my part, it would have fostered dependence: “Let's wait until Dad gets here; he can fix
anything.” To look for blame would have been equally foolhardy on my part: “So what
did you do to get your mother in such a bad mood?” “I don't know.” “It wasn't me.” “She
is always in a bad mood.” “I bet you did something, Dad.”

The primary job of a coach is to improve performance rather than focus on blame. This is
done through increasing the person's sense of control regarding the attainment of their
goals. It is done by helping people to realize the outcomes they can expect from engaging
in specific actions. Thus, I simply asked each of them “What can you do within the next
30 seconds to improve Mom's mood?” Setting a goal focuses attention on discovering
solutions to its attainment.

One son offered to clean the kitchen, another said he would get us both a drink, the third
said he would make dinner. My daughter quietly ran off to prepare a bath for my wife.
The outcome, as expected, was a dramatic upswing in my wife's affect and behavior.

A second step to maintaining goal commitment is to increase the person's self-efficacy.
Self-efficacy is the strong belief, the conviction that “I can cause … I can bring about …
I can make happen … ‘’. Self-efficacy is different from self-esteem in that the latter
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refers to affect. How much does Pat like Pat? Self-efficacy is task specific. The two are
not necessarily related.

Pat can have low self-esteem and high self-efficacy regarding ability to bring in new
clients. Conversely, Pat may love Pat more than anyone else could possibly love Pat. Yet
Pat may have low self-efficacy in the ability to make a persuasive presentation to a
potential client. Conversely, Pat may have low self-esteem due to a variety of events that
have occurred in Pat's past. Pat has said and done things that are deeply regretted. For
these reasons no one dislikes Pat today more than Pat does. Nevertheless, Pat believes
(high self-efficacy) that there is no one who is as effective in bringing in new business to
the firm. Because self-efficacy is task specific, an individual may have high self-efficacy
on ability to work effectively with staff, low self-efficacy on working effectively with
clients, and moderate self-efficacy on ability to work effectively within the firm.

People who have problems with self-esteem should be referred to clinical psychologists.
People who have low self-efficacy can be coached in the workplace.

Bandura (1986, 1997) has shown that it is not just our ability that holds us back or
propels us forward, it is also our perception of our ability. People with low self-efficacy
look for tangible evidence to abandon a goal. A failure is confirmation that it is useless to
persist in goal attainment. Conversely, people with high self-efficacy commit to high
goals. They view obstacles and setbacks to goal attainment as challenges to overcome, as
sources of excitement to be savored.

A possible indicator of low self-efficacy is denigration. Statements such as “I have no use
for computers” should be probed by coaches as it may indicate a fear of lack of ability to
do what is required to attain the goal.

High self-efficacy can be induced in the workplace in at least three ways: enactive
mastery, modeling, and persuasion from a significant other. Enactive mastery involves
sequencing a task in such a way that all but guarantees early successes. For example, to
increase confidence in the use of a laptop, the following steps should be followed: (a)
open/close, (b) on-off, (c) keyboard skills. Early successes through “small wins” build
confidence that “I can do this,” and that the goal is indeed attainable.

An effective coach does not abandon an employee during the early stages of learning to
attain a goal. To leave the employee to master keyboard skills before teaching the process
of “save” is to provide the employee with a reason for abandoning the laptop in favor of
pen and paper. All that was typed is lost forever when the laptop is turned off in the
absence of knowledge of the necessity to “save.”

A way to induce the employee to return to the laptop after all has been lost forever is to
focus on potential outcomes that are perceived as desirable by that individual. If the
person is one who loses everything that is filed, explain how material can be saved and
retrieved easily on a hard drive or a disc. If the person hates the traditional “snail” mail
system, show how hitting two keys on the computer will send material any place in the
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world in seconds. In short, enable the person to see the relationship between mastery of
the laptop and the desired outcomes the person can expect.

A second way to increase self-efficacy regarding goal commitment is through the use of
models. The job of coach is to find people with whom the goal setter identifies who have
either mastered the task, or are in the process of doing so. For example, directing a
manager who is struggling in the development of staff to another manager who has the
“magic touch” with staff is necessary, but not sufficient for increasing self-efficacy. It
can even backfire as a coaching technique if this is all that is done because the person
who is struggling may give up on coaching after concluding that “I will never acquire
that ‘magic touch’.” Directing this manager to visit an additional colleague who has
struggled recently in the past, and has subsequently improved the performance of staff,
increases the belief that “if she can, so can I.”

Visiting a benchmark company can be a demotivating experience. The idea underlying
benchmarking is to minimize reinventing the wheel on the part of people in other
organizations. Through benchmarking, the acquisition of KSAs is accelerated. But the
downside of benchmarking is that visitors can leave full of admiration for what they have
witnessed, and demoralized because they are convinced that they do not have the ability
to model it. “Their management system is different from ours. Their union contract is
nothing like ours. There is no way that we can be like them.” To combat low self-efficacy,
a coach must find an organization, in addition to the one that will be used as a benchmark,
with whom we can identify – an organization that has significantly improved its
performance relative to that benchmark, or is in the process of doing so. Finding and
visiting this additional organization increases the belief that “if they can, so can we.”

The American Pulpwood Association found that supervisory presence is also a key to
goal commitment and productivity (Ronan, Latham and Kinne, 1973). When the goal is
assigned by a supportive authority figure, goal commitment and performance are high
(Latham and Saari, 1979a). These findings are supported by a meta-analysis that showed
a 56 percent average gain in productivity when management commitment to an MBO
(Management by Objectives) program is high versus a 6 percent increase when their
commitment is low (Rodgers and Hunter, 1991). Thus, it is not surprising that Bandura
(see chapter 9) found that a third way of increasing self-efficacy is through persuasion
from a significant other. People tend to behave in accordance with the expectations of
those people who are significant to them. Assigned goals usually lead to high goal
commitment because listening to the assignment without objection is in itself a form of
consent (Salancik, 1977). Assigning the goal implies that the recipient is capable of
attaining it, which in turn increase the person's self-efficacy regarding the task.

Bandura, a past president of the American Psychological Association, and currently the
Honorary President of the Canadian Psychological Association, addressed a classroom of
executives as follows:
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We know that intelligence is fixed. You either have it or you don't. We are going to put
you through a simulation consisting of tasks that you typically confront as CEOs. I know
you will find these tasks frustrating and seemingly impossible.

In an adjoining room, he addressed the other half of the class of executives as follows:

We know that intelligence is not fixed. Intelligence is the ability to apply what you have
learned on previous tasks to present ones. We are going to put you through a simulation
consisting of tasks that you typically confront as CEOs. I know that you will find these
tasks challenging and fun.

Several hours later he pushed back the dividing wall. The people in the second group
were laughing among themselves as to how similar the simulation was to their daily work
lives, and how much they had learned from their experiences that afternoon. The people
in the first group were truly angry and frustrated. They demanded to be allowed to go
through the same simulation as the second group before their four weeks of executive
education at Stanford came to a close. The simulation that they had gone through they
claimed, was not similar to what they encountered on their jobs and hence was a waste of
their time.

In short, both groups behaved in accordance with Bandura's expectations of them, despite
the fact that the simulation was identical for both groups. These expectations were
communicated in only seconds.

A coach may or may not be a significant other for the person who is being coached. Thus
a role of a coach is to determine the identity of the person's significant other, and have
that individual or individuals communicate, if true, why they believe the person can attain
the goal.

The most powerful significant other is one's self. Verbal self-guidance or functional self-
talk can increase or debilitate self-confidence in goal attainment. We are often our worst
enemy. Millman and Latham (in press) trained displaced managers to systematically
monitor their self-talk to exclude negative comments and increase positive ones with
respect to job attainment. Within nine months, 48 percent of the people who were trained
obtained a job that paid ± $10,000 of their previous job; only one person of eight in the
control group was able to do so. The self-efficacy of the participants in the group who
were trained in functional self-talk was significantly higher than those in the control
group.

The order in which these two steps, outcome expectancies and self-efficacy, should be
implemented varies by individual. If outcome expectancies are already high, this step
may be skipped in favor of focusing immediately on self-efficacy.

Provide resources needed to attain the goal
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Goals are unlikely to be attained if situational constraints blocking their attainment are
not removed. Thus the organization needs to ensure that the time, money, people, and
equipment necessary for goal attainment exist. Most importantly the measurement system
must not only allow accurate tracking of goal progress, it must be aligned with and
supportive of goal attainment.

For example, a newly hired professor may set a goal to receive a mean score of 5 or
higher on a seven-point scale of teaching effectiveness rated by students. If the
measurement system for promotion and tenure focuses primarily on publications in
mainstream academic journals, and resources are provided primarily for conducting
research, commitment to this teaching goal may quickly wane.

Arguably, the most important resource necessary for accruing the positive benefits of
goal-setting is the employee's ability. Organizations must provide the required training to
give people the knowledge and skill to attain the goal. This is because the relation of goal
difficulty to performance is curvilinear. Performance levels off after the limit of ability
has been reached (Locke, Fredrick, Brukner, and Bobko, 1984).

Exceptions to Principles

Learning versus outcome goals

Consistent with the above findings regarding an individual's ability are studies by Earley,
Connolly, and Ekegren (1989) as well as Kanfer and Ackerman (1989). They found that
when people lack the requisite knowledge to master a task, because they are in the early
stages of learning, urging them to do their best results in higher performance than setting
a specific difficult goal. The reasons are at least threefold (Locke and Latham, 1990a).
First, such tasks are complex for people. Thus the direct goal mechanisms of effort,
persistence, and choice are no longer sufficient to ensure high performance. This is
because people have yet to learn the correct strategy for performing effectively. Second,
such tasks require primarily learning rather than motivation. People have no problem-
solving processes for these tasks to draw upon. Third, people with specific high goals feel
pressure to perform well immediately. As a result, they focus more on their desire to get
results than on learning the correct way of performing the task. In short, tasks that are
straightforward as well as those that are complex for an individual require attentional
resources, but the resource demands of the latter tasks are greater than those of the former
(Kanfer, 1990). Where tasks fall within the problem-solving abilities of people, as in
cases where they have had experience with the task, specific difficult outcome goals lead
to the development and execution of task-specific strategies. Truck drivers at
Weyerhaeuser found ways to increase truck loads (Latham and Baldes, 1975) and to
decrease truck turnaround time (Latham and Saari, 1982) after being assigned a specific
difficult goal.

These explanations are consistent with Dweck's (1986) experiments with young children.
Children in a learning mode who are given task-mastery goals do not do as well as those
who are urged to do their best on tasks where they have had little or no experience.

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b37
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b6
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b6
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b19
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b38
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b18
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b22
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g97806312150669#b32


Winters and Latham (1996) replicated the above results using a complex class-scheduling
task developed by Earley (1985). However, they found that the deleterious effect of a
specific difficult goal on performance was not due to a fault in goal-setting theory, but
rather in the type of goal that was set. Consistent with the previous findings, there was a
decrease in performance when a specific high-outcome goal was set regarding the
number of schedules to be produced relative to simply urging people to do their best. But,
when a high-learning goal was set in terms of discovering a specific number of ways to
solve the task, performance was significantly higher in this condition than it was when
people were urged to do their best or had set an outcome goal. This is because a learning
goal requires people to focus on understanding the task that is required of them and
develop a plan for performing it correctly. High performance is not always the result of
high effort or persistence, but rather, high cognitive understanding of the task and
strategy or plan necessary to complete it (Frese and Zapf, 1994; Hacker, 1987).

Environmental uncertainty

Among the biggest impediments to goal-setting is environmental uncertainty (Locke and
Latham, 1990a). This is because the information required to set learning or outcome
goals may be unavailable. And even when such information is available, it may become
obsolete due to rapid changes in the environment. Thus as uncertainty increases, it
becomes increasingly difficult to set and commit to a long-term goal.

In a simulation of such a situation, Latham and Seijts (1999) replicated the findings of
Earley et al. (1987) and Kanfer and Ackerman (1989) using a business game where high
school students were paid on a piece-rate basis to make toys, and the dollar amounts paid
for the toys changed continuously without warning. Setting a specific high-outcome goal
resulted in profits that were significantly worse than urging the students to do their best.
But when proximal outcome goals were set in addition to the distal goal, profit was
significantly higher than in the other two conditions. This is because in highly dynamic
situations, it is important to actively search for feedback and react quickly to it (Frese and
Zapf, 1994). In addition, Dorner (1991) has found that performance errors on a dynamic
task are often due to deficient decomposition of a goal into proximal goals. Proximal
goals can increase what Frese and Zapf (1994) call error management. Errors provide
information to employees as to whether their picture of reality is congruent with goal
attainment. There is an increase in informative feedback when proximal or sub-goals are
set relative to setting a distal goal only.

In addition to being informative, the setting of proximal goals can also be motivational
relative to a distal goal that is far into the future. Moreover, the attainment of proximal
goals can increase commitment, through enactive mastery, to attain the distal goal
(Bandura, 1986).

Issues in Implementation

For what should goals be set? As a theory of motivation, a goal refers to a desired
outcome in terms of level of performance to be attained on a task. Goal content refers to
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the object or result that is sought after (Locke and Latham, 1990a). Thus goals should be
set for outcomes that are critical or valued by the individual or the organization in which
the person is employed. An employee may have a career goal, a job goal, a financial goal,
as well as psychological goals including job satisfaction and self-efficacy.

Because a goal is the object or aim of an action, the completion of a task can be a goal.
As noted by Locke and Latham (1990a), in most goal-setting studies the term goal refers
to attaining a specific standard of proficiency on a given task within a specific time frame.
This has resulted in practitioners of goal-setting creating the acronym SMART, namely
goals that are specific, measurable, attainable, relevant, and have a time frame (Mealiea
and Latham, 1996).

Who should set the goals?

A seminal study at the General Electric Company (Meyer, Kay, and French, 1965)
revealed that it is not so important who sets the goal as it is that a specific challenging
goal in fact be set. However, subsequent laboratory and field experiments revealed
contradictory findings. Erez and her colleagues (e.g., Erez, 1986; Erez and Arad, 1986;
Erez, Earley, and Hulin, 1985) found that goal commitment and subsequent performance
is higher when employees participate in the setting of the goal than was the case when the
goals were assigned. A series of 11 studies by Latham and his colleagues (e.g., Latham
and Saari, 1979a, 1979b; Latham and Steele, 1983) found that when goal difficulty is
held constant, goal commitment and performance are the same regardless of whether the
goal is assigned or set participatively.

In what is rare if not unique in science, the two antagonists, Erez and Latham, did a series
of collaborative studies, with Locke as a mediator, to discover the basis for their
conflicting findings (Latham, Erez, and Locke, 1988). They found that their methodology
was highly similar in the way that goals were set participatively, yet highly different in
the way in which the goals were assigned. In what would be expected, based on
Greenberg's organizational justice principles (see chapter 13 below), when the assigned
goal was given tersely, it had an inferior effect on performance relative to participatively
set goals. When an assigned goal from an authority figure included a logic or rationale, it
had the same positive effect on goal commitment and performance as did a
participatively set goal. Reasons for this null finding for the superior motivational effect
of employee participation in decision-making on performance is elaborated upon by
Wagner (see chapter 21 below).

Subsequent research by Latham, Winters, and Locke (1994) revealed that Erez had been
correct in arguing the benefit of participation in goal-setting; but she was right to do so
for the wrong reason. The benefit is primarily cognitive rather than motivational.
Employee participation in decision-making has a positive effect on performance to the
extent that it increases self-efficacy and the discovery of task-relevant strategies. When
this does not occur, when these two variables are partialed out, participation in decision-
making has a negligible effect on performance.
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Training self-regulation

The management of oneself lies at the core of goal-setting theory. Setting a goal and
taking action to attain it is a volitional process. Holding goal difficulty constant, self-set
goals are as effective, but not more effective, in increasing performance as are goals that
are assigned or set participatively (Locke and Latham, 1990a). This finding is the basis
for training people in skills in self-management.

Example: The University of Washington. The University of Washington trained their
maintenance employees (carpenters, mechanics, electricians) in self-regulation to
increase their job attendance (Frayne and Latham, 1987). The training took place in a
group setting, for one hour a week for eight weeks. In the first session, the principles of
goal-setting were explained to the trainees. In session 2, the trainees generated reasons
for their low job attendance. The third session focused on the value of setting behavioral
and outcome (days present) goals for attendance. In the fourth session, the importance of
self-monitoring one's behavior was discussed. Specifically, the trainees were taught to
use charts and diaries to record (a) their own attendance, (b) the reasons for missing one
or more days of the week, and (c) the steps that were followed to subsequently return to
work. The trainees identified rewards and punishers in the fifth session that they would
self-administer contingent upon their attendance. In the sixth session the trainees wrote a
behavioral contract with themselves. The contract specified in writing the goal(s) to be
attained, the time frame for attaining it, the outcomes of attaining or failing to attain the
goal(s), and the task strategies necessary for attaining the goal(s). The seventh session
emphasized maintenance. That is, discussion focused on issues that might result in a
relapse in absenteeism, planning for such situations should they occur, and developing
strategies for dealing with such situations. During the final week of training, the trainer
reviewed each technique presented in the program, answered questions from the trainees
regarding these skills, and clarified expectations for self-management.

Observe that the training took explicit account of goal-setting moderators and sub-
principles discussed earlier in this chapter. Goal commitment was the focus of sessions 5
and 6 where rewards and punishers were selected, and a behavioral contract was written.
Feedback through self-monitoring was emphasized in session 4. The complexity of the
task and the situational constraints were the focus of session 2, where employees
specified in writing the behavior that they believed would enable them to get to work, and
session 7, where they outlined possibilities for a relapse and what could be done to
overcome such issues.

Participatory group discussions occurred throughout the eight weeks of training. The
main benefit of participation, as noted earlier, is cognitive; thus the training focused the
attention of each person in the group on identifying effective strategies for overcoming
obstacles to attaining the goal. In this way self-efficacy was increased. Self-efficacy
correlated significantly in the study with subsequent job attendance. Three months later
employee attendance was significantly higher in the training than in the control group.
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The University of Washington conducted a six-month and a nine-month follow-up study
to determine the long-term effects of this training. Employees who had been trained in
self-management continued to have higher job attendance than those in the control group.
Moreover, when the people in the control group were subsequently given the same
training in self-management, but by a different trainer, they too showed the same positive
improvement in their self-efficacy with regard to coping with obstacles perceived by
them as preventing them from coming to work. Moreover, their job attendance increased
to the same level as that which the original training group had achieved three months
after it had been trained (Latham and Frayne, 1989).

When are goals ineffective?

The answer to this question is given throughout this chapter. For example, both the
American Pulpwood Association and Weyerhaeuser found that when the goal is abstract,
such as urging loggers to do their best, productivity is lower than when a specific difficult
goal is set (Latham and Kinne, 1974; Latham and Yukl, 1975). They also found that –
when goals are set and supervisory supportiveness is lacking – turnover is high, people
quit (Ronan, Latham, and Kinne, 1973). When specific challenging outcome goals were
set before people had acquired knowledge and skill to perform the task, the performance
of airforce cadets dropped (Kanfer and Ackerman, 1989).

Summary

Specific challenging goals are motivational regardless of whether they are self-set, set
participatively, or assigned. If the person has the knowledge and skill necessary to
perform the task, outcome goals should be set. If the requisite knowledge or skill is
lacking, learning goals should be set. If the moderators and sub-principles described in
this chapter are taken into account by practitioners of goal-setting, the probability that
performance and satisfaction will increase is above .90 (Locke and Latham, 1990a). No
other theory of motivation has been found to be as consistently effective in the workplace
as goal-setting.
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Human behavior is extensively motivated and regulated anticipatorily by cognitive self-
influence. Among the mechanisms of self-influence, none is more focal or pervading than
belief of personal efficacy. Unless people believe that they can produce desired effects
and forestall undesired ones by their actions, they have little incentive to act. Whatever
other factors may operate as motivators, they are rooted in the core belief that one has the
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power to produce desired results. That self-efficacy belief is a vital personal resource is
amply documented by meta-analyses of findings from diverse spheres of functioning
under laboratory and naturalistic conditions (Holden, 1991; Holden, Moncher, Schinke,
and Barker, 1990; Multon, Brown, and Lent, 1991; Stajkovic and Luthans, 1998).

Perceived efficacy occupies a pivotal role in causal structures because it affects human
functioning not only directly, but through its impact on other important classes, of
determinants. These determinants include goal aspirations, incentives and disincentives
rooted in outcome expectations, and perceived impediments and opportunity structures.
Figure 9.1 presents the structure of the causal model.

Efficacy beliefs affect self-motivation through their impact on goals and aspirations. It is
partly on the basis of efficacy beliefs that people choose what goal challenges to
undertake, how much effort to invest in the endeavor, and how long to persevere in the
face of difficulties (Bandura, 1997; Locke and Latham, 1990). When faced with obstacles,
setbacks, and failures, those who doubt their capabilities slacken their efforts, give up, or
settle for mediocre solutions. Those who have a strong belief in their capabilities
redouble their effort to master the challenges.

Perceived efficacy, similarly, plays an influential role in the incentive and disincentive
potential of outcome expectations. The outcomes people anticipate depend largely on
their beliefs of how well they can perform in given situations. Those of high efficacy
expect to gain favorable outcomes through good performance, whereas those who expect
poor performances of themselves conjure up negative outcomes.

In theories of motivation founded on the incentives of cognized outcomes, such as
expectancy-value theories, motivation is governed by the expectation that a given
behavior will produce certain outcomes and the value placed on those outcomes. This
type of theory includes only one of the two belief systems governing motivation. People
act on their beliefs about what they can do, as well as on their beliefs about the likely
outcomes of performance. There are countless activities which, if done well, produce
valued outcomes, but they are not pursued by people who doubt they can do what it takes
to succeed. They exclude entire classes of options rapidly on self-efficacy grounds
without bothering to analyze their costs and benefits. Conversely, those of high efficacy
expect their efforts to bring success and are not easily dissuaded by negative outcomes.
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FIGURE 9.1 Paths of influence through which perceived self-efficacy and other key
social cognitive factors regulate motivation and performance accomplishments

Rational models of motivation and decision-making that exclude efficacy judgment
sacrifice explanatory and predictive power. Perceived self-efficacy not only sets the slate
of options for consideration, but also regulates their implementation. Making a decision
in no way ensures that individuals will execute the needed course of action successfully,
and stick to it in the face of difficulties. A psychology of decision-making requires a
psychology of action grounded in enabling and sustaining efficacy beliefs. One must add
a performative self to the decisional self, otherwise the decider is left stranded in thought.

Beliefs of personal efficacy shape whether people attend to the opportunities, or to the
impediments that their life circumstances present and how formidable the obstacles
appear (Krueger and Dickson, 1993, 1994). People of high efficacy focus on the
opportunities worth pursuing, and view obstacles as surmountable. Through ingenuity
and perseverance they figure out ways of exercising some control even in environments
of limited opportunities and many constraints. Those beset with self-doubts dwell on
impediments which they view as obstacles over which they can exert little control, and
easily convince themselves of the futility of effort. They achieve limited success even in
environments that provide many opportunities.

Diverse organizational impact of perceived self-efficacy

The scope of the organizational impact of perceived self-efficacy will be summarized
briefly before presenting the strategies for altering efficacy belief systems. To begin with,
perceived self-efficacy is an influential determinant of career choice and development.
The higher a person's perceived efficacy to fulfill educational requirements and
occupational roles the wider the career options they seriously consider pursuing, the
greater the interest they have in them, the better they prepare themselves educationally
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for different occupational careers, and the greater their staying power in challenging
career pursuits (Lent, Brown, and Hackett, 1994).

New employees receive training designed to prepare them for the occupational roles they
will be performing. Those of low perceived efficacy prefer prescriptive training that tells
them how to perform the roles as traditionally structured (Jones, 1986; Saks, 1995).
Employees of high perceived efficacy prefer training that enables them to restructure
their roles innovatively by adding new elements and functions to the customary duties.
Self-efficacious employees take greater initiative in their occupational self-development
and generate ideas that help to improve work processes (Speier and Frese, 1997).
Organizations that provide their new employees with guided mastery experiences,
effective co-workers as models, and enabling performance feedback enhance employees
self-efficacy, emotional well-being, satisfaction, and level of productivity (Saks, 1994,
1995). Other organizational practices, such as job enrichment and mutually supportive
communication, also build employees’ perceived efficacy to take on broader functions
and a proactive work role (Parker, 1998). Self-efficacy theory provides a conceptual
framework within which to study the determinants in effective work design and the
mechanisms through which they enhance organizational functioning.

Work life is increasingly structured on a team-based model in which management and
operational functions are assigned to the workers themselves. A self-management work
structure changes the model of supervisory managership from hierarchical control to
facilitative guidance that provides the necessary resources, instructive guidance, and
support that teams need to do their work effectively (Stewart and Manz, 1995). Enabling
organizational structures build managers’ efficacy to operate as facilitators of productive
team work (Laschruger and Shamian, 1994). The perceived collective efficacy of self-
managed teams predicts the members’ satisfaction and productivity (Lindsley, Mathieu,
Heffner, and Brass, 1994; Little and Madigan, 1994).

The development of new business ventures and the renewal of established ones depends
heavily on innovativeness and entrepreneurship. With many resourceful competitors
around, viability requires continual ingenuity. Entrepreneurs have to be willing to take
risks under uncertainty. Those of high efficacy focus on the opportunities worth pursuing,
whereas the less self-efficacious dwell on the risks to be avoided (Krueger and Dickson,
1993, 1994). Hence, perceived self-efficacy predicts entrepreneurship and which patent
inventors are likely to start new business ventures (Chen, Greene, and Crick, 1998;
Markman and Baron, 1999). Venturers who achieve high growth in companies they have
founded, or transform those they bought, have a vision of what they wish to achieve, a
firm belief in their efficacy to realize it, set challenging growth goals, and come up with
innovative production and marketing strategies (Baum, 1994).

Effective leadership and workforces require receptivity to innovators that can improve
the quality and productivity of organizations. Managers’ perceived technical efficacy
influences their readiness to adopt electronic technologies (Jorde-Bloom and Ford, 1988).
Efficacy beliefs affect not only managers’ receptivity to technological innovations, but
also the readiness with which employees adopt them (Hill, Smith, and Mann, 1987;
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McDonald and Seagall, 1992). Efficacy-fostered adoption of new technologies, in turn,
alters the organizational network structure and confers influence on early adopters within
an organization over time (Burkhardt and Brass, 1990).

Perceived self-efficacy to fulfill occupational demands affects the level of stress and
physical health of employees. Those of low efficacy are stressed both emotionally and
physiologically by perceived overload in which task demands exceed their perceived
coping capabilities, whereas those who hold a high belief in their efficacy and that of
their group are unfazed by heavy workloads (Jex and Bliese, 1999). Perceived self-
efficacy must be added to the demands-control model of occupational stress to improve
its predictability. High job demands with opportunity to exercise control over various
facets of the work environment is unperturbing to job-holders of high perceived efficacy,
but cardiovascularly stressful to those of low perceived efficacy (Schaubroeck and
Merritt, 1997). Efforts to reduce occupational stressfulness by increasing job control
without raising efficacy to manage the increased responsibilities will do more harm than
good. For the self-efficacious, job underload can be a stressor. Indeed, employees of high
efficacy are stressed by perceived underload in which they feel thwarted and frustrated by
organizational constraints in developing and using their potentialities (Matsui and
Onglatco, 1992). Exposure to chronic occupational stressors and with a low sense of
efficacy to manage job demands and to enlist social support in times of difficulty,
increases vulnerability to burnout (Brouwers and Tomic, in press a, b; Leiter, 1992). This
syndrome is characterized by physical and emotional exhaustion, depersonalization of
clients, lack of any sense of personal accomplishment, and occupational disengagement
through cynicism about one's work.

A resilient sense of efficacy provides the necessary staying power in the tortuous pursuit
of innovation and excellence. Yet the very undaunted self-efficacy that breeds success in
tough ventures may perpetuate adherence to courses of action that hold little prospect of
eventual success. Thus, for example, managers of high perceived efficacy are more prone
than those of low efficacy to escalate commitment to unproductive ventures (Whyte and
Saks, 1999; Whyte, Saks, and Hook, 1997), and to remain wedded to previously
successful practices despite altered realities that place them at competitive disadvantage
(Audia, Locke, and Smith, in press). The corrective for the perils of success is not
enfeeblement of personal efficacy. Such a disenabling remedy would undermine
aspiration, innovation, and human accomplishments in endeavors presenting tough odds.
Individuals who are highly assured in their capabilities and the effectiveness of their
strategies are disinclined to seek discordant information that would suggest the need for
corrective adjustments. The challenge is to preserve the considerable functional value of
resilient self-efficacy, but to institute information monitoring and social feedback systems
that can help to identify practices that are beyond the point of utility.

It is easy to achieve veridical judgment. Simply punish optimism. The motivational belief
system that fosters accomplishments in difficult endeavors combines realism about tough
odds with optimism that through self-development and perseverant effort one can beat
those odds. We study intensively the risks of over-confidence, but ignore the prevalent
personal and social costs of under-confidence. This bias probably stems from the fact that
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the costs of lost opportunities and underdeveloped potentialities are deferred and less
noticeable than those of venturesome missteps. The heavy selective focus on the risk of
over-confidence stands in stark contrast to the entrepreneurial spirit driving the modern
workplace in our rapidly changing world.

The functional value of veridical self-appraisal depends on the nature of the venture. In
activities where the margins of error are narrow and missteps can produce costly or
injurious consequences, one is best served by veridical efficacy appraisal. It is a different
matter when difficult accomplishments can produce substantial personal or social benefits
and the personal costs involve time, effort, and expendable resources. People have to
decide whether to invest their efforts and resources in ventures that are difficult to fulfill,
and how much hardship they are willing to endure in formidable pursuits that may have
huge payoffs but are strewn with obstacles and uncertainties. Turning visions into
realities is an arduous process with uncertain outcomes. Societies enjoy the considerable
benefits of the eventual accomplishments in the arts, sciences, and technologies of its
persisters and risk-takers. Realists trade on the merchandizable products that flow from
the creations of innovative persisters. To paraphrase the astute observation of George
Bernard Shaw, since reasonable people adapt to the world and unreasonable ones try to to
alter it, human progress depends on the unreasonable ones.

Given the generality and centrality of the self-efficacy mechanism in the causal structures
governing diverse aspects of organizational functioning, programs aimed at developing a
resilient sense of efficacy can yield significant dividends in performance
accomplishments and personal well-being. The strategies for developing and
strengthening beliefs of personal efficacy are addressed in the sections that follow. Social
cognitive theory lends itself readily to personal and social applications, which are
extensively reviewed elsewhere (Bandura, 1986, 1997). The present chapter summarizes
the relevant principles of change and provides some examples in the organizational field
for purposes of illustration.

Sources of Self-efficacy

Self-efficacy beliefs are constructed from four principal sources of information: they
include enactive mastery experiences; vicarious experiences that alter efficacy beliefs
through transmission of competencies and comparison with the attainment of others;
verbal persuasion and allied types of social influences that one possesses certain
capabilities; and physiological and affective states from which people partly judge their
capableness, strength, and vulnerability to dysfunction. Any given influence may operate
through one or more of these forms of efficacy conveyance.

Information for judging personal efficacy, whether conveyed enactively, vicariously,
persuasively, or somatically is not inherently informative. It is only raw data. Experiences
become instructive through cognitive processing of efficacy information and reflective
thought. One must distinguish between information conveyed by events and information
as selected and integrated into self-efficacy judgments.
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The cognitive processing of efficacy information involves two separate functions. The
first is the types of information people attend to and use as indicators of personal efficacy.
Social cognitive theory specifies the set of efficacy indicators that are unique to each of
the four major modes of influence. These are summarized in table 9.1. For example,
judgments of efficacy based on performance attainments may vary depending on people's
interpretive biases, the perceived difficulty of the task, how hard they worked at it, how
much help they received, the conditions under which they performed, their emotional and
physical state at the time, their rate of improvement over time, and biases in how they
monitor and recall their attainments.

TABLE 9.1 The distinctive sets of factors within each of the four modes of influence that
can affect the construction of efficacy beliefs

Enactive efficacy information Vicarious efficacy information

Interpretive biases Model attribute similarity

Perceived task difficulty and diagnosticity Model performance similarity

Effort expenditure Model historical similarity

Amount of external aid received Multiplicity and diversity of modeling

Situational circumstances of performance Mastery or coping modeling

Transient affective and physical states Exemplification of coping strategies

Temporal pattern of successes and failures Portrayal of task demands

Selective bias in self-monitoring of performance

Selective bias in memory for performance
attainments

Persuasory efficacy information
Somatic and affective efficacy
information

Credibility
Degree of attentional focus on somatic
states

Expertness
Interpretive biases regarding somatic
states

Consensus Perceived source of affective arousal

Degree of appraisal disparity Level of arousal

Familiarity with task demands Situational circumstances of arousal

The indicators people single out provide the information base on which the self-appraisal
process operates. The second function in efficacy judgment involves the combination
rules or heuristics people use to weight and integrate efficacy information from the
diverse sources in forming their efficacy judgments. The informativeness of the various
efficacy indicants will vary for different spheres of functioning. The various sources of
efficacy information may be integrated additively, multiplicatively, configurally, or
heuristically. This judgmental process is not entirely dispassionate. Strong
preconceptions and affective proclivities can alter self-efficacy appraisals positively or
negatively.
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The multiple benefits of a strong sense of personal efficacy do not arise simply from the
incantation of capability. Saying something should not be confused with believing it to be
so. A sense of personal efficacy is constructed through a complex process of self-
persuasion based on constellations of efficacy information conveyed enactively,
vicariously, socially, and physiologically.

Enablement through guided mastery

Guided mastery provides one of the most effective ways of cultivating competencies.
However, a skill is only as good as its execution, which is heavily governed by self-
regulatory and motivational factors. Individuals may, therefore, perform poorly,
adequately, or highly with the same set of skills depending on the beliefs they hold about
their capabilities in given situations (Bandura, 1997). As previously noted, mastery
experiences, especially those gained through perseverant effort and ability to learn from
setbacks and mistakes, builds a resilient sense of efficacy.

The method that produces the best gains in both self-efficacy and skill combines three
components (Bandura, 1986). First, the appropriate skills are modeled to convey the basic
rules and strategies. Second, the learners receive guided practice under simulated
conditions to develop proficiency in the skills. Third, they are provided with a graduated
transfer program that helps them to apply their newly learned skills in work situations in
ways that will bring them success.

Instructive modeling. Modeling is the first step in developing competencies. Complex
skills are broken down into sub-skills, which can be modeled on videotape in easily
mastered steps. Subdividing complex skills into sub-skills produces better learning than
trying to teach everything at once. After the sub-skills are learned by this means, they can
be combined into complex strategies to serve different purposes. Effective modeling
teaches general rules and strategies for dealing with different situations rather than only
specific responses or scripted routines. Voice-over narration of the rules and strategies as
they are being modeled, and brief summaries of the rules enhance development of generic
competencies.

The execution of skills must be varied to suit changing circumstances. People who learn
rules in the abstract usually do a poor job in applying them in particular situations.
Teaching abstract rules with varied brief examples promotes generalizability of the skills
being taught by showing how the rules and strategies can be widely applied and adjusted
to fit changing conditions. A single lengthy example teaches how to apply the rule in that
particular situation but provides no instruction on how to adapt its application to varying
situations.

People also fail to apply what they have learned, or do so only half-heartedly, if they
distrust their ability to do it successfully. Therefore, modeling influences must be
designed to build a sense of personal efficacy as well as to convey knowledge about rules
and strategies. The impact of modeling on beliefs about one's capabilities is greatly
increased by perceived similarity to the models. Learners adopt modeled ways more
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readily if they see individuals similar to themselves solve problems successfully with the
modeled strategies than if they regard the models as very different from themselves. The
characteristics of models, the type of problems with which they cope, and the situations
in which they apply their skills should be made to appear similar to the trainees’ own
circumstances.

Guided skill perfection. Factual and procedural knowledge alone will not beget proficient
performance. Knowledge structures are transformed into proficient action through a
conception-matching process. The feedback accompanying enactments provides the
information needed to detect and correct mismatches between the generic conception of
requisite skills and action. This comparative process is repeated until a close match is
achieved. Putting into practice what one has learned cognitively can also reveal gaps and
flaws in the guiding conception. Recognizing what one does not know contributes to the
refinement of cognitive representations by further modeling and verbal instruction
regarding the problematic aspects of the representation.

In the transformational phase of competency development, learners test their newly
acquired skills in simulated situations where they need not fear making mistakes or
appearing inadequate. This is best achieved by role rehearsal in which they practice
handling the types of situations they have to manage in their work environment. Mastery
of skills can be facilitated by combining cognitive and behavioral rehearsal. In cognitive
rehearsal, people rehearse mentally how they will translate strategies into what they say
and do to manage given situations.

In perfecting their skills, people need informative feedback about how they are doing. A
common problem is that they do not fully observe their own behavior. Informative
feedback enables them to make corrective adjustments to get their behavior to fit their
idea of how things should be done. Videotape replays are widely used for this purpose.
Simply being shown replays of one's own behavior, however, usually has mixed effects
(Hung and Rosenthal, 1981). To produce good results, the feedback must direct attention
to the corrective changes that need to be made. It should call attention to successes and
improvements and correct deficiencies in a supportive and constructive way so as to
strengthen perceived efficacy. Some of the gains accompanying informative feedback
result from raising people's beliefs in their efficacy rather than solely from further skill
development.

The feedback that is most informative and achieves the greatest improvements takes the
form of corrective modeling. In this approach, the sub-skills that have not been
adequately learned are further modeled and learners rehearse them until they master them.

Effective functioning requires more than learning how to apply rules and strategies for
managing organizational demands. The transactions of occupational life are littered with
impediments, discordances, and stressors. Many of the problems of occupational
functioning reflect failures of self-management rather than deficiencies of knowledge and
technical skills. Therefore, an important aspect of competency development includes
training in resiliency to difficulties. As we shall see later, this requires skill in cognitive
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self-guidance, self-motivation, and strategies for counteracting self-debilitating reactions
to troublesome situations that can easily unhinge one. Gist, Bavetta, and Stevens (1990)
augmented a guided model training in negotiation skills with a self-management
component. In the latter phase, trainees were taught how to anticipate potential stressors,
devise ways of overcoming them, monitor the adequacy of their coping approach, and use
self-incentives to sustain their efforts. Trainees who had the benefit of the supplemental
self-management training were better at applying learned negotiation skills in new
contractual situations presenting conflictful and intimidating elements and negotiated
more favorable outcomes than trainees who did not. The self-managers made flexible use
of the wide range of strategies they had been taught, whereas their counterparts were
more likely to persevere with only a few of the strategies when they encountered negative
reactions.

Transfer training by self-directed success. Modeling and simulated enactments are well
suited for creating competencies. But new skills are unlikely to be used for long unless
they prove useful when they are put into practice in work situations. People must
experience sufficient success using what they have learned to believe in themselves and
the value of the new ways. This is best achieved by a transfer program in which newly
acquired skills are first tried on the job in situations likely to produce good results.
Learners are assigned selected problems they often encounter in their everyday situations.
After they try their hand at it, they discuss their successes and where they ran into
difficulties for further instructive training. As learners gain skill and confidence in
handling easier situations, they gradually take on more difficult problems. If people have
not had sufficient practice to convince themselves of their new effectiveness, they apply
the skills they have been taught weakly and inconsistently. They rapidly abandon their
skills when they fail to get quick results or experience difficulties.

Mastery modeling is now increasingly used, especially in videotaped form, to develop
competencies. But its potential is not fully realized if training programs do not provide
sufficient practice to achieve proficiency in the modeled skills or if they lack an adequate
transfer program that provides success with the new skills in the natural environment.
Such programs rarely include training in resiliency through practice on how to handle
setbacks and failure. When instructive modeling is combined with guided role rehearsal
and a guided transfer program, this mode of organizational training usually produces
excellent results. Because trainees learn and perfect effective ways of managing task
demands under lifelike conditions, problems of transferring the new skills to everyday
life are markedly reduced.

A mastery modeling program devised by Latham and Saari (1979) to teach supervisors
the interpersonal skills they need to work effectively through others is an excellent case
in point. Supervisors have an important impact on the morale and productivity of an
organization. Yet they are often selected for their technical competencies and job-related
knowledge, whereas their success in the supervisory role depends largely on their
interpersonal skills to guide, enable, and motivate those they supervise.
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Latham and Saari used videotape modeling of prototypic work situations to teach
supervisors how to manage the demands of their supervisory role. They were taught how
to increase motivation, give recognition, correct poor work habits, discuss potential
disciplinary problems, reduce absenteeism, handle employee complaints, and overcome
resistance to changes in work practices (Goldstein and Sorcher, 1974). Summary
guidelines defining key steps in the rules and strategies being modeled were provided to
aid learning and memorability. The group of supervisors discussed and then practiced the
skills in role-playing scenarios using incidents they previously had to manage in their
work. They received instructive feedback to help them improve and perfect their skills.

To facilitate transfer of supervisory skills to their work environment, they were instructed
to use the skills they had learned on the job during the next week. They later reviewed
their successes and difficulties in applying the skills. If they encountered problems, the
incidents were re-enacted and the supervisors received further training through instructive
modeling and role rehearsal on how to manage such situations. Supervisors who had
received the guided mastery training performed more skillfully both in role-playing
situations and on the job assessed a year later than did supervisors who did not receive
the training. Because the skills proved highly functional, the supervisors adhered to them.
The effects of weak training programs, relying heavily as they often do, on enthusiastic
persuasion, rapidly dissipates as the initial burst of enthusiasm fades through failure to
produce good results. Simply explaining to supervisors in the control group the rules and
strategies for how to handle problems on the job without modeling and guided role
rehearsal did not improve their supervisory skills. Because this approach provides
supervisors with the tools for solving the problems they face, they express favorable
reactions to it.

Supervisory skills instilled by guided mastery improve the morale and productivity of
organizations (Porras and Anderson, 1981; Porras et al., 1982). Compared to the
productivity of control plants, the one that received that guided mastery program
improved supervisory problem-solving skills, had a significantly lower absentee rate,
lower turnover of employees, and a 17 percent increase in the monthly level of
productivity over a six-month period. This surpassed the productivity of the control
plants. Mastery modeling produces multiple benefits in sales similar to those in
production as reflected in enhanced productivity, and a lower rate of turnover in
personnel (Meyer and Raich, 1983).

There are no training short-cuts or quick fixes for perceived inefficacy, dysfunctional
work habits, and deficient self-regulatory and occupational competencies. As is true in
other pursuits, the methods that are least effective are most widely used for ease of
delivery, whereas enablement methods of proven value are used less often because they
require greater investment of time and effort.

The application of guided mastery for markedly different purposes, such as the
elimination of anxiety, stress reactions, and phobic dysfunctions, further illustrates the
power and generality of this approach. To overcome distress and phobic avoidance
people have to confront their perceived threats and gain mastery over them. When people
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avoid what they fear, they lose touch with the reality they shun. Guided mastery provides
a quick and effective way of restoring reality testing. It provides disconfirming tests of
faulty beliefs. But even more important, mastery experiences that are structured to
develop coping skills provide persuasive confirmatory tests that one can exercise control
over potential threats. However, individuals are not about to do what they dread.
Therefore, one must create enabling environmental conditions so that individuals who are
beset with profound self-doubt can perform successfully despite themselves. This is
achieved by enlisting a variety of performance mastery aids (Bandura, 1997).

Feared activities are first modeled to show people how to cope effectively with threats
and to disconfirm their worst fears. Difficult or intimidating tasks are broken down into
sub-tasks of readily mastered steps. The change program is conducted in this step-wise
fashion until the most taxing or threatening activities are mastered. Joint performance of
intimidating activities with the implementor further enables inefficacious individuals to
attempt activities they resist doing by themselves. Another method for overcoming
resistance is to have individuals perform the feared activity for only a short time. As they
become bolder, the length of involvement is extended. With gains in mastery the
provisional performance aids are withdrawn to verify that coping attainments stem from
the exercise of enhanced personal efficacy rather than from mastery aids. Dysfunctional
styles of thinking that arise in the coping transactions are corrected and coping strategies
that foster successful performance are suggested. In the final phase, self-directed mastery
experiences are arranged that provide the newly emboldened individuals with
opportunities to confront their nemeses and succeed entirely on their own to strengthen
and generalize their sense of coping efficacy.

This mastery-oriented approach instills a robust sense of coping efficacy, eliminates
anxiety arousal, activation of stress-related hormones, perturbing ruminations and
nightmares, and wipes out phobic behavior (Bandura, 1997; Williams, 1992). Guided
mastery is ideally suited for ridding oneself of other dysfunctional mindsets that create
emotional distress and impair interpersonal effectiveness.

Cognitive mastery modeling

A great deal of professional work involves making judgments and finding solutions to
problems by drawing on one's knowledge, constructing new knowledge structures, and
applying decision rules. Competency in problem-solving requires the development of
thinking skills for how to seek reliable information and put it to good use. People can
learn thinking skills and how to apply them by observing the decision rules and reasoning
strategies models use as they arrive at solutions.

Over the years, organizational training relied almost exclusively on the traditional lecture
format despite its limited effectiveness. Mastery modeling works much better than
lectures (Burke and Day, 1986). With the advent of the computer, talking heads are being
replaced by self-paced instructional diskettes that provide step-by-step instruction,
structured drills, and feedback of accuracy.
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Comparative tests indicate that cognitive modeling may provide a better approach to the
development of higher-order cognitive competencies. In teaching reasoning skills through
cognitive modeling, performers verbalize their strategies aloud as they engage in
problem-solving activities (Meichenbaum, 1984). The thoughts guiding their decisions
and actions are thus made observable. During cognitive modeling, the models verbalize
their thoughts as they analyze the problem, seek information relevant to it, generate
alternative solutions, judge the likely outcomes associated with each alternative, and
select the best way of implementing the chosen solution. They also verbalize their
strategies for handling difficulties, how to recover from errors, and how to motivate
themselves.

Modeling thinking skills and action strategies together can aid development of reasoning
skills in several ways. Watching models verbalize their thoughts as they solve problems
commands attention. Hearing the rules verbalized as the action strategies are
implemented produces faster learning than only being told the rules or seeing only the
actions modeled. Modeling also provides an informative context in which to demonstrate
how to go about solving problems. The rules and strategies of reasoning can be repeated
in different forms as often as needed to develop generative thinking skills. Varied
application of reasoning strategies increases understanding of them.

Observing models verbalize how they use their cognitive skills to solve problems
highlights the capacity to exercise control over one's thought processes, which can boost
observers’ sense of efficacy over and above the strategic information conveyed.
Similarity to succeeding models boosts the instructional impact. And finally, modeling
how to manage failures and setbacks fosters resilience to difficulties.

Gist (1989) taught managers how to generate ideas to improve the quality of
organizational functioning and customer service by providing them with guidelines and
practice in innovative problem-solving. Cognitive modeling, in which models verbalized
strategies for generating ideas, proved superior to presenting the same guidelines solely
in the traditional lecture format. Managers who had the benefit of cognitive modeling
expressed a higher sense of efficacy and generated considerably more ideas and ideas of
greater variety. Regardless of format of instruction, the higher the instilled efficacy
beliefs, the more abundant and varied were the generated ideas.

The advantages of cognitive mastery modeling are even more evident when the
effectiveness of alternative instructional methods are examined as a function of trainees’
pre-existing level of perceived efficacy. Gist, Rosen, and Schwoerer (1988) taught
managers with a computerized tutorial how to operate a spreadsheet program and use it to
solve business problems. Cognitive modeling provided the same information and the
same opportunities to practice the computer skills but used a videotape of a model
demonstrating how to perform the computer task.

Videotaped cognitive modeling instilled a uniformly high sense of efficacy to acquire
computer software skills regardless of whether managers began the training self-assured
or self-doubting of their computer capabilities. A computerized tutorial exerted weaker
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effects on efficacy beliefs and was especially ineffective with managers who were
insecure in their computer efficacy. Cognitive modeling also promoted a high level of
computer skill development. The higher the pre-existing and the instilled efficacy beliefs,
the better the skill development. The benefits of mastery modeling extend beyond
development of technical skills. Compared to the computer tutorial training, mastery
modeling produced a more effective working style, less negative affect during training,
and higher satisfaction with the training program. Mastery modeling provides an
instructional vehicle that lends itself well for enlisting affective and motivational
determinants of competency development.

We are entering a new era in which the construction of knowledge and development of
expertise will rely increasingly on electronic inquiry. Much information is currently
available only in electronic rather than print form. The electronic network technologies
greatly expand opportunities to attain expertise. Skill in electronic search is emerging as
an essential competency. Knowledge construction through electronic inquiry is not
simply a mechanical application of a set of cognitive operators to an existing knowledge
base. Rather, it is a challenging process in which affective, motivational, and self-
regulatory factors influence how information is gathered, evaluated, and integrated into
knowledge structures.

Information-seekers face an avalanche of information in diverse sources of varying value
and reliability. The amount of information on the Internet and the number and types of
sites are doubling rapidly. Concepts with interrelated elements must be used to organize
and guide efforts to find the most relevant information. Small changes in strategies can
lead down radically different information pathways, many of which may be unfruitful. It
is hard to know whether one is on the right track, or on an unproductive one. It requires a
robust sense of efficacy to find one's way around this mounting volume and complexity
of information. People who doubt their efficacy to conduct productive inquiries, and to
manage the electronic technology, can quickly become overwhelmed.

In developing the cognitive skills for untangling the Web, individuals were taught how to
frame the electronic inquiry be selecting key constructs and finding reliable sources; how
to broaden the scope and depth of inquiry by using appropriate connectors; and how to
sequence the inquiry optimally (Debouski, Wood, and Bandura, 1999). Compared to a
group that received a computer tutorial, those who had benefit of cognitive modeling that
conveyed the same search rules gained higher perceived efficacy and satisfaction in
knowledge construction. They spent less time in errors and redundancies, used better
search and sequencing strategies, learned more, and were more successful in constructing
new knowledge. Putting a human face with whom one can identify in electronic
instructional systems substantially boosts their power.

Cultivation of self-regulatory competencies

People have the capacity for self-directedness through the exercise of self-influence. The
accelerated growth of knowledge and rapid pace of social and technological change are
placing a premium on capabilities for self-motivation and self-development. Indeed, to
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keep up with a world that is rapidly changing, people have to develop, upgrade, and
reform their competencies in continual self-renewal. To achieve this, they must develop
skills in regulating the cognitive, motivational, affective, and social determinants of their
functioning.

Self-management is exercised through a variety of interlinked self-referent processes
including self-monitoring, self-efficacy appraisal, personal goal-setting, and enlistment of
motivating incentives (Bandura, 1986, 1991; Locke and Latham, 1990). Knowledge of
how these various sub-functions of self-regulation operate provides particularized guides
on how to develop and implement this capability.

People cannot influence their own motivation and actions very well if they do not keep
track of their thought patterns and performances, their situational influences, and the
immediate and distal effects they produce. Therefore, success in self-regulation partly
depends on the fidelity, consistency, and temporal proximity of self-monitoring.
Observing one's pattern of behavior is the first step toward doing something to affect it,
but, in itself, such information provides little basis for self-directed reactions.

Goals and aspirations play a pivotal role in the exercise of self-directedness. Goals
motivate by enlisting self-evaluative involvement in activities rather than directly. Once
people commit themselves to goal challenges two types of affective motivators come into
play – people seek self-satisfaction from fulfilling valued goals, and are prompted to
intensify their efforts by discontent with sub-standard performances. Activation of
evaluative self-influence operates through a comparitor process in which perceived
performance is judged against one's personal standard. Self-motivation through goal
challenges, therefore, requires explicit goals and informative feedback on how one is
doing. Neither goals without knowing how one is doing, nor knowing how one is doing
without any goals is motivating (Bandura, 1991).

Motivational goal effects are mediated by three types of self-influences – perceived self-
efficacy for goal attainment, evaluative self-reactions, and adjustment of personal
standards in light of one's attainments. The more people bring these self-influences to
bear on themselves, the greater the effort they exert and sustain to accomplish what they
seek.

Goals do not automatically activate the self-reactive influences that govern level of
motivation. Certain properties of goal structures determine how strongly the self-system
will become enlisted in any given endeavor. These properties include goal specificity,
proximity, and level of challenge.

Goals often have little impact because they are too general and personally noncommiting.
To create productive involvement in activities, goals must be explicit so as to indicate the
type and amount of effort needed to attain them. The amount of effort enlisted and
satisfaction that accompany different goals depends on the level at which they are set.
Strong interest and involvement in activities is sparked by challenges. The effectiveness
of goals in regulating motivation and performance depends on how far into the future
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they are projected. Long-range goals provide the vision and give direction to one's
activities. But they are too distant to serve as current motivators. There are too many
competing activities at hand for distant futures to exert much impact on current behavior.
It is too easy to put off serious efforts in the present, to the tomorrows of each day. Self-
motivation is best sustained by attainable sub-goal challenges that lead to distant
aspirations. Short-term sub-goals motivate and guide effort in the here and now.
Challenging sub-goals are a good way of building perceived efficacy and intrinsic interest
where they are lacking (Bandura, 1991, 1997). There are several ways they achieve these
effects. Sustained effort builds competencies. Sub-goal attainments provide clear markers
of increasing mastery. Evidence of progress builds efficacy. Sub-goal attainments also
bring self-satisfaction. Satisfying experiences build intrinsic interest in activities.

Goal systems structured along the lines described above function as remarkable robust
motivators across diverse activity domains, environmental settings, populations, and time
spans (Bandura, 1997; Locke and Latham, 1990). Chapter 8 above provides further
guidelines on how to structure and implement goal systems for productive engagement in
personal and organizational pursuits.

Effective self-regulation is also central to personal management of emotional states and
problem behaviors that have a negative spillover on work performance. Employee
absenteeism costs United States industries billions of dollars each year. It is a serious
problem that disrupts work schedules, raises costs, and decreases productivity. Frayne
and Latham (1987) provide the elements for an effective self-management system to
reduce absenteeism. Employees who often missed work were taught in groups how to
manage their motivation and behavior more effectively. They kept a record of their work
attendance. They analyzed the personal and social problems that prevented them from
getting to work, and were taught strategies for overcoming these obstacles. They set
themselves short-term goals for work attendance, and rewarded themselves for meeting
their goals. Training in self-regulation increased employees’ beliefs in their efficacy to
overcome the obstacles that led them to miss work. They improved their work attendance
and maintained these changes over time (Latham and Frayne, 1989). The stronger they
believed in their self-management capabilities, the better was their work attendance. A
control group of employees who did not receive the program in self-regulation continued
their absentee ways.

The guiding principles and applications reviewed in the preceding sections underscore
the centrality of perceived self-efficacy as a personal resource that yields dividends in
motivation, performance attainments, and emotional well-being. Social cognitive theory
embeds perceived efficacy within a broad network of sociocognitive factors. Because
these factors are modifiable and the theory specifies their determinants and modes of
operation, it lends itself readily to diverse social applications.

Preparation of this chapter and some of cited studies from my program of research were
supported by a grant from the Spencer Foundation. Some sections of this chapter contain
revised, updated, and expanded material from the book Self-efficacy: The exercise of
control (New York: Freeman, 1997).
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Empowerment is a motivational concept – meaning to enable. To enable, in this case,
implies creating conditions for heightening motivation through the development of an
individual's sense of personal power and meaning related to tasks. More specifically,
empowerment can be defined as a psychological state where four cognitions of the
individual (meaning, competence, choice, impact) act in concert to foster a proactive,
positive, and self-confident orientation towards one's work. For the individual,
empowerment on a personal level is experienced as both greater work satisfaction and
effectiveness in terms of fulfilling work role expectations and in more innovative
behavior on the job (Spreitzer, 1995; Spreitzer, Kizilos, and Nason 1994). In terms of
empowerment's impact on performance motivation, it affects both the initiation and
persistence of an individual's task behavior (Bandura, 1997). As such, these processes
allow managers to set higher performance goals for employees and to have these goals
accepted. Empowerment processes also allow managers to lessen the emotional impact of
demoralizing organizational changes and to mobilize organizational members in the face
of difficult challenges. Finally, experiences in team-building within organizations
(Beckhard, 1969; Neilsen, 1986) suggest that empowerment techniques can play a crucial
role in group development, maintenance, and task performance.

In the management literature, empowerment is commonly associated with a set of
managerial techniques or the act of sharing power with others. For example, the idea of
delegation and the decentralization of decision-making power has long been equated with
the notion of empowerment (Burke, 1986; Kanter, 1983). Burke's (1986) position is
representative: “To empower, implies the granting of power – delegation of authority” (p.
51). As a result, we find historically that much of the literature on empowerment deals
with participative management techniques such as goal-setting by subordinates,
management by objectives, and quality circles as the means of sharing power or
delegating authority (Likert, 1961, 1967; McGregor, 1960). This line of reasoning,
however, does not adequately address the nature of empowerment as actually experienced
by subordinates. For example, it begs the question: does the sharing of authority and
resources with subordinates automatically empower them? Reality would suggest
otherwise. The empowerment process is far more complex.

To best understand empowerment, it is important to view notions of power and control
from a psychological perspective – as motivational and/or expectancy belief-states that
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are internal to individuals. For instance, individuals are assumed to have a need for
power (McClelland, 1975) where power connotes an internal urge to influence and
control other people. A related but more inclusive disposition to control and cope with
life events has been proposed by several psychologists who have dealt with the issues of
internal/external locus of control (Rotter, 1966), locus of causality (deCharms 1968), and
learned helplessness (Abramson, Garber, and Seligman, 1980). Individuals’ power needs
are met when they perceive that they have power or when they believe they can
adequately cope with events, situations, and/or the people they confront. On the other
hand, individuals’ power needs are frustrated when they feel powerless or when they
believe that they are unable to cope with the task and social demands of their
environment.

Power in this motivational sense refers to an intrinsic need for self-determination (Deci,
1975) or a belief in personal self-efficacy (Bandura, 1986). Under this conceptualization,
power has its base within an actor's motivational disposition. Any managerial strategy or
technique that strengthens this self-determination need or self-efficacy belief of
employees will make them feel more powerful. Conversely, any strategy that weakens the
self-determination need or self-efficacy belief of employees will increase their feelings of
powerlessness.

From the perspective of empowerment, this notion of power as an internal state can be
thought of in an even broader fashion. For example, we today conceive of empowerment
comprising at least four cognitions: an individual's sense of meaning, competence, choice,
and impact (Thomas and Velthouse, 1990). In this case, meaning is essentially
determined by an individual's assessment of the value of a task in light of their own ideals,
values, or standards (Brief and Nord, 1990). Competence, or self-efficacy, is the
individual's belief that they possess the capability to skillfully perform task activities.
Choice refers to an individual's belief that they see themselves to be the locus of causality
for their behavior (deCharms, 1968). In other words, they perceive their behavior as self-
determined (Deci and Ryan, 1985). Finally, impact conveys the sense that one has “made
a difference” in accomplishing a task – in other words, producing the intended effects
(Ashford, 1989; Thomas and Velthouse, 1990). These dimensions are not so much
outcomes or predictors but rather they comprise the essence of empowerment (Spreitzer,
Kizilos, and Nason, 1994).

So how does empowerment work to motivate performance? If we think about the four
cognitions described above, each makes a specific contribution. Meaning provides
motivational energy. When individuals feel a high level of meaning concerning a task,
they are more likely to show greater levels of commitment, involvement, and
concentration of energy because of personal identification with the task (Kanter, 1979;
Sjoberg, Olsson, and Salay, 1983; Thomas and Velthouse, 1990). In contrast, low levels
of meaningfulness are thought to produce detachment and apathy towards work (May,
1969). Feelings of competence or self-efficacy reflect an individual's belief that they
possess the capabilities necessary to do a task well. As a result, such feelings have been
shown to produce greater initiation, high levels of effort, and persistence in the face of
obstacles (Bandura, 1997). Low self-efficacy feelings, on the other hand, lead individuals
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to avoid situations that trigger such feelings. As a result, individuals will fail to confront
their fears concerning efficacy and in turn avoid opportunities to improve their
competence (Bandura, 1997). A strong sense of choice creates a sense that the individual
is the source of their actions. It therefore produces in individuals greater initiative,
resiliency, creativity, and flexibility in task efforts (Deci and Ryan, 1985). Finally, a
sense of impact determines whether individuals feel that they are making a difference –
that their actions are having an influence (Thomas and Velthouse, 1990). In contrast, the
lack of a personal sense of impact (or a sense of helplessness) reduces motivation and
dampens the ability to recognize opportunities (Abramson et al., 1978). Taken together,
these four cognitions complement and reinforce one another to heighten an individual's
motivation to perform.

The actual process of empowerment can be viewed along six stages that include the
psychological state of an empowering experience, its antecedent conditions, and its
behavioral consequences. The six stages are shown in figure 10.1.

The first stage is the diagnosis of conditions within the individual and their organization
that are responsible for feelings of powerlessness. This leads to the use of empowerment
strategies by managers in stage 2. The employment of these strategies is aimed at not
only removing some of the conditions responsible for powerlessness, but also (and more
importantly) at providing subordinates with empowerment information in stage 3. As a
result of receiving such information, individuals then interpret it in stage 4 according to
personal styles of assessment. If these styles assess the information as empowering, then
an individual will feel empowered (stage 5) and the behavioral effects of empowerment
will be observed in stage 6.

Figure 10.1 Stages of the empowerment process
Source: Adapted from Conger and Kanungo (1938)

Starting with the first stage (the context), there are specific individual and contextual
factors that contribute to the lowering of empowerment feelings among organizational
members (Block, 1987; Conger, 1989; Kanter, 1979, 1983; Thomas and Velthouse, 1990).
For example, individuals contribute to their own empowerment or disempowerment
depending upon their psychological makeup and its impact on how they interpret events.
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Depressed individuals are less likely to see successes as indicative of their own
competence (Abramson et al., 1978). Others may have standards of perfection that reduce
perceptions of personal impact and efficacy (Ellis, 1980). For these very reasons, careful
selection is necessary. From the standpoint of organizational factors, Table 10.1 identifies
some of the principal factors that influence empowerment outcomes. These are organized
into four categories: (a) organizational, (b) supervisory style, (c) reward systems, and (d)
job design. For instance, organizations with high levels of formalization and impersonal
control systems can stifle member initiative, meaningfulness, and sense of responsibility.
Authoritarian and patriarchal supervisory styles can strip control and discretion from
organizational members. Rewards may not be allocated on the basis of members’
competence or innovative behavior, but rather on their blind compliance with formalized
control from the top. When organizations do not provide rewards that are valued by
members, and when the rewards are not based on member competence, initiative, and
innovative job behavior, employees’ sense of powerlessness increases (Sims, 1977;
Szilagyi, 1980). Finally, when jobs provide very little challenge and meaning, and when
they involve role ambiguity, role conflict, and role overload, employees can feel a
crippling sense of powerlessness.

To address such conditions (stage 2), there are a number of management practices that
can restore or heighten a sense of empowerment. For example, at the organizational level,
company policies and cultures can emphasize self-determination, collaboration over
competition, high performance standards, non-discrimination, and meritocracy. In
addition, organizations that provide multiple sources of loosely committed resources at
decentralized or local levels, that structure open communications systems, and that create
extensive network-forming devices are more likely to be empowering (Kanter, 1983).

Leadership and/or supervisory practices which have been identified as empowering
include (a) expressing confidence in subordinates accompanied by high performance
expectations (Burke, 1986; Conger, 1989; House, 1977; Neilsen, 1986); (b) fostering
opportunities for subordinates to participate in decision-making or to create their own
jobs (Block, 1987; Burke, 1986; Conger, 1989; House 1977; Kanter, 1979; Neilsen, 1986;
Strauss, 1977); (c) providing autonomy from bureaucratic constraint (Block, 1987;
Kanter, 1979); and (d) setting inspirational and/or meaningful goals (Bennis and Nanus,
1985; Block, 1987; Conger and Kanungo, 1998; McClelland, 1975; Tichy and Devanna,
1986).

Reward systems that emphasize innovative/unusual performance and high incentive
values have a significant probability of fostering a greater sense of self-efficacy (Kanter,
1979; Kanungo, 1987; Lawler, 1971, 1977). Jobs that provide task variety, personal
relevance, appropriate autonomy and control, low levels of established routines and rules,
and high advancement prospects are more likely to empower subordinates (Block, 1987;
Hackman, Oldham, Janson, and Purdy, 1975; Kanter, 1979; Oldham, 1976; Strauss,
1977).

The above practices can be viewed from the different perspectives of either
formal/organizational mechanisms or individual/informal techniques. Organizations
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require both types to effectively instill a context of empowerment. For example, when
organizations engage in participation programs, they establish formal systems that
empower organizational members through the sharing of formal power and authority. In
order for this sharing of power to be effective at the individual level, however, employees
must perceive it as increasing their sense of self-efficacy – which is accomplished largely
through the more informal practices of individual managers and in their one-on-one
interactions with subordinates and co-workers. Empowerment initiatives which rely on a
singular approach such as the delegation of decision-making usually prove to be
ineffective. Rather, initiatives must be supported on multiple levels and by multiple
interventions. In the ideal case, they would involve a highly supportive organizational
culture, training and developmental experiences that heighten one's sense of competence,
involvement in goal-setting or in the means to achieve goals, job designs that are highly
meaningful to employees, the selection of supervisors open to empowerment approaches
and proactive in their use, and the selection and promotion of employees whose
interpretative schemes are biased towards constructive and enabling self-assessments
(Liden and Arad, 1995; Spreitzer, Kizilos, and Nason, 1994).

Table 10.1Context factors leading to potential lowering of self-efficacy belief

Source: Adapted from Conger and Kanungo (1988), 471–82

Organizational factors

Significant organizational changes/transitions

Start-up ventures

Competitive pressures

Impersonal bureaucratic climate

Poor communications/network-forming systems

Highly centralized organizational resources

Supervisory style

Authoritarian (high control)

Negativism (emphasis on failures)

Lack of reason for actions/consequences

Reward systems

Non-contingency (arbitrary reward allocation)

Low incentive value of rewards

Lack of competence-based rewards

Lack of innovation-based rewards

Job design

Lack of role clarity

Lack of training and technical support

Unrealistic goals

Lack of appropriate authority/discretion

Low task variety

Limited participation in programs, meetings, decisions that have a direct impact on job
performance
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Lack of appropriate/necessary resources

Lack of network-forming opportunities

Highly established work routines

High rule structure

Low advancement opportunities

Lack of meaningful goals/tasks

Limited contact with senior management

In order to be effective, the empowerment practices outlined above must directly provide
information to employees about personal efficacy, a sense of choice, meaningfulness of
the task, and impact (stage 3). For example, on the dimension of competence or self-
efficacy Bandura (1986, 1997) has identified four sources of such information: enactive
attainment, vicarious experience, persuasion/feedback, and emotional arousal state.
Information in personal efficacy through enactive attainment refers to an individual's
authentic mastery experience directly related to the job. For example, a manager can
allocate or structure tasks that provide an empowering experience for an individual.
When subordinates perform complex tasks or are given more responsibility in their jobs,
they have the opportunity to test their efficacy and to receive feedback. Initial success
experiences (through successively moderate increments in task complexity and
responsibility along with training to acquire new skills) provide positive information
which may in turn make one feel more capable and, therefore, empowered.

Empowerment information can also come from the vicarious experiences of observing
similar others (i.e., co-workers) who perform successfully on the job. Very often, a
supervisor's exemplary behaviors empower subordinates to believe that they can behave
in a like manner or that they can at least achieve some improvement in their performance.
Words of encouragement, performance feedback, mentoring advice, and other forms of
social persuasion are often used by leaders, managers, and group members to provide
empowerment information to subordinates and co-workers (Conger, 1989). For instance,
leaders may use annual meetings to provide empowering information in the form of
praise and encouragement for exceptional performance. Through positive performance
evaluations, managers may similarly foster an empowered state.

Finally, personal competence expectations are affected by one's emotional arousal state.
Individuals are more likely to feel competent when they are not experiencing strong
aversive arousal. Emotional arousal states that result from dysfunctional levels of stress,
fear, anxiety, depression, and so forth, both on and off the job, can lower self-efficacy
expectations. Therefore empowerment strategies that provide information in the form of
emotional support for subordinates and that create a supportive and trusting group
atmosphere (Neilsen, 1986) can be more effective in strengthening self-efficacy beliefs.
For example, employees’ stress, anxiety, and tension on the job can be reduced by
managers clearly defining employees’ roles, reducing information overload, and offering
them technical assistance to accomplish job tasks. Similarly, the impact of depression and
self-doubt on subordinates as a result of failures on the job could be lessened by their
supervisor's attributing such failures to external and unstable factors such as task
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difficulty, inadequate support systems, and so forth, rather than attributing it to the
individual's efforts or abilities (Weiner, 1985).

As a result of receiving the above forms of information, employees will interpret this
information according to their individual styles of assessment in stage 4. In other words,
subjective interpretations will determine whether the information is seen as empowering
or not. In the next section discussing exceptions, we will describe this assessment process
in greater depth since it directly affects the success of any empowerment initiative. If the
information is indeed interpreted as empowering, then the individual will enter stage 5 –
a state of psychological empowerment – and the behavioral effects of empowerment will
be noticed in stage 6.

Possible Exceptions

Although we have focused on the positive outcomes of the management practices
designed to empower, it is conceivable that these practices might also lead to negative
outcomes. Specifically, empowerment could produce a state of over-confidence and, in
turn, misjudgments on the part of individuals. Because of a sense of false confidence in
positive outcomes, employees might persist in efforts that, in actuality, are tactical or
strategic errors. Similarly, individuals might over-extend themselves through tasks which
are largely impossible to accomplish. As well, leaders might use such practices to garner
commitment to tasks which are largely self-serving for the leader. The positive personal
effects that are felt by followers during empowering experiences may blind them to the
leader's own ego-driven agenda and manipulation.

There may also be situations where managers and organizations have little latitude to
increase a sense of empowerment. For example, some jobs are highly mechanistic and
routine. No matter what attempts are made at redesign, the jobs remain essentially the
same. Serious economic downturns or intense competitive situations may limit an
organization's ability to provide inspiring goals or appealing rewards other than simple
job security. Trapped in autocratic cultures, managers wishing to empower may find
themselves constrained by the larger system – their efforts at empowerment largely
negated by the overriding culture or design elements of the organization.

Finally, there is the crucial issue of individual differences. During the process of
empowerment, individuals are making subjective assessments about information and
specific tasks. One individual may assess the same information quite differently from
another. For example, some styles of assessment are self-enhancing and others are self-
debilitating (Peale, 1954). As such, what might be an empowering experience for one
individual may be a disempowering or non-empowering one for another. In the latter case,
an individual may set dysfunctional standards in the form of absolutistic “musts”
concerning tasks (Ellis, 1980). They may have the personal standard of “Perfection is my
goal on all dimensions of this task.” Such standards tend to reduce a person's assessment
of their impact since anything short of perfection is seen as failure (Ellis, 1980; Thomas
and Velthouse, 1990). Individuals can also get trapped in self-reinforcing cycles. Low
personal assessments of their competence can lead to low initiative and inactivity which

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506611#b52
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506611#b38
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506611#b19
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506611#b19
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506611#b48
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506611#b48


further reinforces perceptions of low impact and a sense of little competence (Thomas
and Velthouse, 1990). An individual's level of confidence in themselves also plays a
central role. The motivation to undertake any new activity requires a measure of self-
confidence. If an individual has a strong foundation of belief in themselves, they are
likely to be more optimistic than others when engaging in activities where information
about task assessments are uncertain or cloudy (Thomas and Velthouse, 1990). In
addition, individuals vary to the degree in which they invest themselves psychologically
in tasks. Termed global meaningfulness, this concept describes an individual's overall
level of caring or commitment to tasks. People differ considerably along this dimension
(Solomon and Patch, 1970). Individuals with low levels of global meaningfulness tend to
experience alienation and are less likely to believe that new tasks will be meaningful
(Thomas and Velthouse, 1990).

Given the above psychological dynamics, empowerment interventions must take into
careful consideration the individual, their personal assessments, and the task. For some,
their psychological outlook may prove a serious barrier to empowerment. Instead it will
be their capacity for self-reflection and learning that will determine over the long term
whether they can at some point experience empowerment. At the same time, extended
and persistent efforts at empowerment on the part of supervisors will be required under
such circumstances. With some individuals, there may be little that a manager or co-
worker can do to empower them. This is especially true for individuals who are in a
psychologically unbalanced or depressed state. Outside professional help – for example,
psychotherapy – may be the only possible option. For this very reason, careful selection
and placement are critical factors.

Real-world Examples

To understand how empowerment works in the real world, we will look first at two
positive examples and one negative example. Each will be drawn from case studies of
actions undertaken by senior organizational leaders to empower their workforces.

Richard Branson, the Virgin Group

As chief executive officer of the Virgin Group (a diversified British company
encompassing entertainment/communications businesses and an airline), Richard
Branson employs a variety of means to empower members of the company. At an
organizational level, he preserves an entrepreneurial atmosphere through a Japanese-style
keiretsu structure whereby the 500 companies under the Virgin Group operate quasi-
independently but collaboratively in a global network (Kets de Vries and Dick, 1995).
Once a company reaches a certain size, it is split into several organizations so that
employees retain their sense of identity with their organization and a small-company,
entrepreneurial atmosphere is preserved. At the individual level, each unit is led by a
managing director who has considerable freedom to lead the business as they see fit and
who has an equity position in the company. Decision-making within the company is
therefore decentralized. At the same time, senior managers have access to Branson for
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advice and guidance. In addition to a direct telephone line, there is a fax line to Branson
through which they can reach him 24 hours a day (Kets de Vries and Dick, 1995).

To further promote individual entrepreneurship within the company, employees with
attractive ideas for new ventures are provided with seed capital and ownership. As a
result, many of the Virgin companies are the product of employee ideas. A bridal service
division called Virgin Bride, for example, was the idea of a Virgin Airways stewardess to
whom Branson provided “venture capital.” The company's new ventures allow Branson
to stretch and develop employees by creating more opportunities for upward mobility and
greater responsibility (Kets de Vries and Dick, 1995).

A central tenet of the company culture is the importance of employees. Branson's maxim
is staff first, customers second, and shareholders third. As a result, he has created a
culture which is egalitarian, non-bureaucratic, friendly, and family-like in atmosphere.
The culture is one where people enjoy their work and have fun. It is also one which
emphasizes proactivity. As Branson likes to say, “We can decide on something in the
morning and have it in operation by the afternoon” (Kets de Vries and Dick, 1995).
Taken together, the corporate culture, the company's organizational design/reward
systems, and Branson's leadership style work effectively to create a cadre of empowered
managers.

Jack Welch, General Electric

An executive or manager can put in place mechanisms to promote an empowering
organizational culture that values free information-sharing through participation and
feedback systems, meaningful jobs through enrichment and goal-setting programs, and
rewards for competence and initiative. Jack Welch, the chief executive officer of General
Electric, implemented such a program entitled Work Out throughout the corporation. Its
principal purpose was to undermine layers of bureaucracy and other roadblocks to
employee empowerment at lower levels of the organization (Bower and Dial, 1993;
Tichy and Sherman, 1993). The program created forums for employees to speak candidly
about unnecessary work in their jobs and the management of their business units without
fear of retribution from senior managers. Its second objective was to stimulate immediate
action on the issues that surfaced. In two- to three-day sessions of 50 to 100 people, these
forums openly critiqued the management practices and processes in an operation with a
strong focus specifically on identifying bureaucracy and unproductive behaviors that
impeded employees’ effectiveness or efficacy. In essence, these forums tackled the
barriers to empowerment. At the end of each session, the unit's manager received direct
feedback from employees on their findings and recommendations for action. In response,
the rules stipulated that the manager had to “on the spot” accept or reject
recommendations at the meeting or else appoint a team to investigate and provide
solutions by an agreed-upon date. As the process has evolved, issues have since moved
on to address more complicated and structural barriers such as cross-functional processes
and departmental boundaries. At the end of its first two years, some 2,000 Work Out
sessions have been conducted with over 90 percent of the suggestions acted upon
(Bowers and Dial, 1993; Tichy and Sherman, 1993).
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As noted earlier in this chapter, one of the organizational barriers to empowerment
centers on supervisors’ needs to control. A principal objective behind Work Out was to
redefine this relationship of control between a supervisor and their subordinates. Jack
Welch explains: “Ultimately, we are talking about redefining the relationship between
boss and subordinate. I want to get to the point where people challenge their bosses every
day: ‘Why do you require me to do these wasteful things? … Trust me to do my job, and
don't waste all of my time trying to deal with you on the control issue’ ‘’ (Tichy and
Charan, 1989: 118). What is particularly interesting about this example is that it is an
empowerment intervention instituted by an individual who demonstrates very directive
and demanding leadership. Welch, for example, is known to routinely fire the bottom 5–
10 percent of his senior managers for performance below his standards. He also sets well-
defined goals for the organization. At the same time, he is a great believer in the ability of
front-line individuals to address business problems and opportunities, that unnecessary
bureaucracy is a major barrier to empowerment, and that individuals must have the
freedom to choose the means necessary to reach set goals. It is therefore possible to have
both strong leadership and empowerment.

Frank Borman, Eastern Airlines

After leaving his career at NASA, the former astronaut Frank Borman joined Eastern
Airlines and eventually became president of the airline in 1975. Eastern had been losing
money for a number of years, and Borman saw his management mission to restore both
profitability and discipline to Eastern. Though it is not completely clear whether the
airline could ever have been saved given its very high costs and poor route structure, it is
clear that Borman is an example of how one leader's actions can intensify a state of
disempowerment. He began the first few months of his presidency by firing or demoting
24 vice-presidents. His leadership approach was a command style, and he could often be
quite callous and macho in his demeanor. For example, he once asked a female vice-
president to fetch him a cup of coffee during a meeting. During the frequent grounding of
aircraft due to mechanical problems, he demanded of his managers: “Have you fixed it
yet, or are you going to make dinner out of it?” (Petzinger, 1995: 166). His autocratic
style stripped decision-making autonomy from junior levels.

His major focus for restoring the company, however, was on employees and their wages.
He used a never-ending stream of company crises to persuade employees to give up
wages that they were about to receive. He explained to employees that their future
depended largely on their willingness to cut their own salaries. He would send out letters
highlighting the value of self-sacrifice: “One of the great joys in life is found in
subordinating one's personal desires and efforts to the success of the group” (Petzinger,
1995: 168). In return for these sacrifices, Borman offered little other than sheer survival.
No compelling and optimistic vision of the future was portrayed for Eastern employees –
instead the sacrifices would only be enough to bridge the organization to the next crisis.
A poem from one member of the machinist union, Barbara Mungovan, captured
employees’ sentiments about their CEO and his tactics: “In good faith I took a wage
freeze … You said you had to have it, to help Eastern survive. I gave up things I needed,
I gave up a new car. Then you spent my money on a ‘union busting’ seminar. I gave up
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my vacation, and my skiing trip. And all you gave to me was more gloom and doom
lip … You feel now you don't need us, after we supported you … You say you can fly
without us, that it's easy to do. Frank, if you really think you can, then God bless you”
(Petzinger, 1995: 174–5).

He trivialized employees’ sacrifices saying that wage concessions were in one case no
more than “the cost of a few six packs of beer.” Deeply offended by this and the image
that Eastern employees were simple, beer-drinking, blue-collar workers, union members
soon were wearing lapel pins stating NO DEPOSIT, NO RETURN (Petzinger, 1995:
174). Borman went further, however, with his tactics. One program transformed his
employees essentially into the company's bankers enabling Borman to borrow millions of
dollars from them with “loans” that were unsecured, bore no interest, and were repaid
only if the money was later available (which over the years proved not to be the case).
The plan was called the “variable earnings plan” or VEP. Under VEP, employees tied a
portion of their salaries to the company's profitability. If company earnings totaled less
than stipulated levels, employees received less than full pay. In later years, when the
company saw only losses, the employees saw only reduced wages. The plan came to be
nicknamed the “veritable extortion plan” by the employees.

As his tenure as president progressed, the competitive situation worsened. Discount-fare
airlines such as People Express and Continental invaded many of the company's principal
markets. Competitors were not only stealing passengers but forcing Eastern Airlines to
discount its fares. At the same time, Borman had decided to modernize his fleet,
purchasing new Boeing 757s whose high debt-servicing demands accelerated the strain
on the company's balance sheets. At one point, in a moment of desperation, Borman
ceded to union demands for greater voice in decisions in return for additional wage cuts.
As a result, employees received shares in the company along with access to Eastern's
internal financial reports and three seats on the Eastern board. These changes briefly
brought about a more participatory mood within Eastern and were marked by a new
program for employees to identify cost-saving initiatives. Privately, however, Borman
felt that all union involvement was “crap” (Petzinger, 1995). As a result, participation
soon came to an end. By 1985, the competition introduced super discount fares on
Eastern's critical route from New York to Florida. Borman now had another crisis on his
hands and again sought to wrestle wage concessions out of his employees. In a letter to
employees, he described the earlier union concessions as “temporary programs” which
were no longer enough. Asking for 20 percent of their wages in return, he said “We must
look beyond Band-Aids” – the “Band-Aids” referring to the employee programs
(Petzinger, 1995: 250). Such talk further outraged the workforce. The company's unions
rallied together to oust Borman. Sensing that his own credibility with the workforce had
expired, Borman resorted to threats of selling the airline to Frank Lorenzo, the notorious
chief of Texas Air, who was well known for union-busting. This bargaining chip,
however, soon grew into a reality. By 1986, the board had decided to sell the airline to
Lorenzo. By this point, the damage to the company's marketplace position and balance
sheet was already extensive. A highly defensive workforce saw little reason to help out.
The extent of their fury was evident when company airline mechanics were placed under
investigation by the FAA on suspicion of sabotaging aircraft, and customer service levels
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plummeted. By 1989, awash in debt and with a trickling stream of revenues, Eastern
Airlines entered bankruptcy and vanished into airline history.

From the perspective of a negative example of empowerment, the Borman story
illustrates how one senior leader through their personal actions can significantly affect the
state of empowerment throughout an entire organization. His authoritarian style,
negativism, lack of a compelling organizational vision, low incentive/low innovation-
based rewards, poor personal perceptions of his own workforce, and confrontational
approach all contributed to a highly disempowered workforce.

References

Abramson, L. Y., Garber, J., and Seligman, M. E. P. (1980). Learned helplessness in
humans: An attributional analysis . In J. Garber and M. E. P. Seligman (eds.), Human
helplessness: Theory and applications (pp. 3 34). New York: Academic Press .
Abramson, L., Seligman, M., and Teasdale, J. (1978). Learned helplessness in humans:
Critique and reformulation . Journal of Abnormal Psychology , (87) , 19 74.
Ashford, B. E. (1989). The experience of powerlessness in organizations . Organizational
Behavior and Human Decision Processes , (43) , 207 42.
Bandura, A. (1986). Social foundations of thought and action: A social-cognitive view .
Englewood Cliffs, NJ: Prentice-Hall .
Bandura, A. (1997). Self-efficacy: The exercise of control . New York: W. H. Freeman .
Beckhard, R. (1969). Organization development: Strategies and models . Reading, MA:
Addison-Wesley .
Bennis, W., and Nanus, B. (1985). Leaders . New York: Harper & Row .
Block, P. (1987). The Empowered Manager . San Francisco: Jossey-Bass .
Bower, J. L., and Dial, J. (1993). Jack Welch: General Electric's revolutionary . Boston:
Harvard Business School .
Brief, A., and Nord, W. R. (1990). Meaning of Occupational Work . Lexington, MA:
Lexington Books .
Brooking, J. B., and Bolton, B., Confirmatory Factor Analysis of a Measure of
Intrapersonal Empowerment , Rehabilitation Psychology , (45) , 3, 2000, 292 8.
Burke, W. (1986). Leadership as empowering others . In S. Srivastra (ed.), Executive
power (pp. 51 77). San Francisco: Jossey-Bass .
Conger, J. A. (1989). Leadership: The art of empowering others . Academy of
Management Executive , (33) , 17 24.
Conger, J. A., and Kanungo, R. N. (1988). The empowerment process: Integrating theory
and practice . Academy of Management Review , (31) , 471 82.
Conger, J. A., and Kanungo, R. N. (1998). Charismatic leadership in organizations .
Thousand Oaks, CA: Sage Publications .
deCharms, R. (1968). Personal causation: The internal affective determinants of
behavior . New York: Academic Press .
Deci, E. L. (1975). Intrinsic motivation . New York: Plenum .
Deci, E. L., and Ryan, R. M. (1985). Intrinsic motivation and self-determination in
human behavior . New York: Plenum .



Ellis, A. (1980). An overview of the clinical theory of rational-emotive therapy . In R.
Grieger and J. Boyd (eds.), Rational-emotive therapy (pp. 1 31). New York: Van
Nostrand Reinhold .
Hackman, J. R., Oldham, G. R., Janson, R., and Purdy, K. (1975). New strategy for job
enrichment . California Management Review , (17) (4), 57 71.
House, R. J. (1977). A 1976 theory of charismatic leadership . In J. G. Hunt and L. L.
Larson (eds.), Leadership: The cutting edge (pp. 189 207). Carbondale: Southern Illinois
University Press .
Kanter, R. M. (1979). Power failure in management circuits . Harvard Business Review ,
(57) (4), 65 75.
Kanter, R. M. (1983). The change masters . New York: Simon & Schuster .
Kanungo, R. N. (1987). Reward management: A new look . In S. L. Dolan and R. S.
Schuler (eds.), Canadian readings in personnel and human resource management (pp.
261 75). St. Paul: West .
Kets de Vries, M. F. R. and Dick, R. J. (1995). Branson's Virgin: The coming of age of a
counter-cultural enterprise . Fontainebleau, France: INSEAD .
Lawler, E. E. (1971). Pay and organizational effectiveness: A psychological view . New
York: McGraw-Hill .
Lawler, E. E. (1977). Reward systems . In J. R. Hackman and L. J. Suttle (eds.),
Improving life at work: Behavioral science approaches to organizational change (pp. 163
226). Santa Monica, CA: Goodyear .
Liden, R. C., and Arad, S. (1995). A power perspective of empowerment and work teams:
Implications for human resource management research . Research in Personnel and
Human Resources Management , 14.
Liden, R. C., Wayne, S. J., and Sparrowe, R. T. An examination of the Mediating role of
psychological empowerment on the relations between the job, interpersonal relationships,
and work outcomes . Journal of Applied Psychology , (85) , 3, June 2000, 407 16.
Likert, R. (1961). New patterns of management . New York: McGraw-Hill .
Likert, R. (1967). The human organization . New York: McGraw-Hill .
May, R. (1969). Love and will . New York: Dell .
McClelland, D. C. (1975). Power: The inner experience . New York: Irvington Press .
McGregor, D. (1960). The human side of enterprise . New York: McGraw-Hill .
Mills, P. K., and Ungson, G. R. Reassessing the limits of structural empowerment:
Organizational constitution and trust as controls . Academy of Management Review ,
(28) , 1, Jan. 2003, 143 53.
Neilsen, E. (1986). Empowerment strategies: Balancing authority and responsibility . In
S. Srivastra (ed.), Executive power (pp. 78 110). San Francisco: Jossey-Bass .
Oldham, G. R. (1976). The motivational strategies used by supervisors' relationships to
effectiveness indicators . Organizational behavior and human performance , (15) , 66 86.
Peale, N. V. (1954). The power of positive thinking . New York: Prentice-Hall .
Petzinger, T. (1995). Hard landing . New York: Random House .
Rotter, J. B. (1966). Generalized expectancies for internal versus external control of
reinforcement . Psychological Monographs , 80.
Sims, H. P. (1977). The leader as a manager of reinforcement contingencies . In J. G.
Hunt and L. L. Larson (eds.), Leadership: The cutting edge (pp. 121 37). Carbondale:
Southern Illinois University Press .



Sjoberg, L. G., Olsson, and Salay, F. (1983). Cathectic orientation, goal setting, and
mood . Journal of Personality Assessment , (47) , 307 13.
Solomon, P., and Patch, V. D. (1970). Handbook of psychiatry , 2nd edn. Los Angeles:
Lange Medical Publications .
Spreitzer, G. M. (1995). Individual empowerment in the workplace: Dimensions,
measurement, and validation . Academy of Management Journal , (38) , 1442 65.
Spreitzer, G. M., Kizilos, M. A., and Nason, S. W. (1994). A dimensional analysis of the
relationship between psychological empowerment and effectiveness, satisfaction, and
strain . Paper presented at the Western Academy of Management Meetings.
Strauss, G. (1977). Managerial practices . In J. R. Hackman and L. J. Suttle (eds.),
Improving life at work: Behavioral science approaches to organizational change (pp. 297
363). Santa Monica, CA: Goodyear .
Szilagyi, A. D. (1980). Causal inferences between leader reward behavior and
subordinate goal attainment, absenteeism, and work satisfaction . Journal of
Occupational Psychology , (53) , 195 204.
Thomas, K. W., and Velthouse, B. A. (1990). Cognitive elements of empowerment .
Academy of Management Review , (15) , 666 81.
Tichy, N. M., and Charan, R. (1989). Speed, simplicity, and self-confidence: An interview
with Jack Welch . Harvard Business Review , Sept.–Oct., 112 20.
Tichy, N. M., and Devanna, M. A. (1986). The transformational leader . New York:
Wiley .
Tichy, N. M., and Sherman, S. (1993). Control your destiny or someone else will . New
York: Currency Doubleday .
Weiner, B. (1985). An attributional theory of achievement motivation and emotion .
Psychological Review , (92) , 548 73.

11. Pay for Performance

Cathy C. Durham and Kathryn M. Bartol

Subject Organizational Behavior » Reward Systems

DOI: 10.1111/b.9780631215066.2003.00012.x

The Principle

Our principle is pay for performance. This principle involves providing monetary rewards
through carefully designed compensation systems that base pay on measured
performance within the control of participants. It also includes incorporating appropriate
concerns for procedural and distributive justice. In most situations, properly designed pay
for performance systems will lead to better performance results.
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Pay for performance systems make major contributions to performance through two main
mechanisms. First, they positively influence the motivation to perform. Second, they
impact the attraction and retention patterns of organizations (i.e., who joins and who
remains), thereby affecting the caliber of individuals available to perform.

A number of different pay delivery plans qualify as pay for performance systems,
although they vary with respect to how closely they tie pay to performance. Pay for
performance systems can deliver monetary rewards at the individual, small group, and/or
divisional or organizational level. Evidence suggests that pay for performance at each of
these levels can positively impact performance.

Individual level

At the individual level, there are three major types of pay for performance systems:
traditional incentive systems, variable pay configurations, and merit pay plans.
Traditional incentive plans include piece-rate plans and sales commissions. With piece-
rate incentive plans, an employee is paid a specified rate for each unit produced or each
service provided. Mitchell, Lewin, and Lawler (1990) estimate that proper use of piece-
rate plans leads to performance gains in the 10–15 percent range. Based on their review
of the literature, Locke, Feren, McCaleb, Shaw, and Denny (1980) concluded that the
median productivity improvement from piece-rate plans is 30 percent. A recent meta-
analysis involving mainly piece-rate pay found support for the notion that financial
incentives are associated with higher performance in terms of quantity and also found no
detrimental impact on quality (Jenkins, Mitra, Gupta, and Shaw, 1998). The other
traditional incentive, the commission, is a sales incentive that is typically expressed as a
percentage of sales dollars, a percentage of gross profit margins, or some dollar amount
for each unit sold (Colletti and Cichelli, 1993). The available research suggests that sales
commission schemes can be effective (e.g., Banker, Lee, Potter, and Srinivasan, 1996;
Ford, Walker, and Churchhill, 1985; Harrison, Virick, and William, 1996).

The second major type of individual-level pay for performance plan, variable pay, is
performance-related compensation that does not permanently increase base pay, and that
must be re-earned to be received again. The traditional pay plans just discussed actually
constitute forms of variable pay, albeit forms in which a greater proportion of pay is
typically tied to performance than is the case with newer emerging forms of variable pay.
A popular current variable pay form is a lump-sum bonus for achieving particular goals.
Because base pay tends to move up more slowly with variable pay plans, the amount of
bonus that can be earned needs to be substantial to make up for the fact that part of the
pay is “at risk” (Schuster and Zingheim, 1992). The risk is associated with the possibility
that goals might not be met and, therefore, the pay not earned. Evidence suggests that
variable pay plans, such as bonus plans, are useful in boosting performance (e.g., Chung
and Vickery, 1976; Lee, 1988; Yukl and Latham, 1975).

The third major type of individual-level pay for performance plan, merit pay, rewards
individuals for past work behaviors and outcomes by adding dollar amounts to their base
pay (Milkovich and Newman, 1999). Merit pay is the most widely used pay system in US
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organizations (Bretz, Milkovich, and Read, 1992; O'Dell, 1987). Based on a review of 25
studies, Heneman (1992) concludes that merit pay plans appear to be moderately
effective in influencing performance. In support of this view, Harris, Gilbreath, and
Sunday (1998) argue that the cross-sectional studies which have constituted the bulk of
the research on merit pay may significantly understate the impact of merit pay. They
provide evidence that the cumulative effects of various types of merit pay adjustments
linked to performance, such as those related to promotions, can be substantial.

Team level

In addition to pay for performance at the individual level, there is growing interest in pay
for performance plans focused on small groups or teams. Small group pay plans provide
monetary rewards based on the measured performance of the group or team. Small work
groups or teams are official (designated or recognized by management) multi-person
work units composed of individuals who operate interdependently in the performance of
tasks that affect others associated within the organization (Guzzo and Dickson, 1996;
Hackman, 1987). One survey found that almost 70 percent of Fortune 1000 companies
are using some type of work group or team incentives (Lawler, Mohrman, and Ledford,
1995). The impetus for the greater attention to group-level rewards is the increasing use
of teams in organizations (Bartol and Hagmann, 1992). Evidence suggests that
performance gains can be associated with the use of monetary rewards for groups (Cotton
and Cook, 1982; Gomez-Mejia and Balkin, 1989; Wagner, Rubin, and Callahan, 1988;
Wageman and Baker, 1997), but that the results are likely to be heavily influenced by
situational factors (DeMatteo, Eby, and Sundstrom, 1998).

Organizational level

At the organizational level, three pay systems that potentially link pay and performance
are gainsharing, profit-sharing, and stock options. Gainsharing is a compensation plan in
which an organization shares with employees a portion of the added earnings obtained
through their collective increases in productivity (Henderson, 1997). Such plans usually
involve a significant portion of an organization's employees and possibly all. In large
organizations, plans may apply to plants, divisions, or other significant subsystems of the
organization. In recent years, gainsharing plans have been growing in popularity. The
available evidence on gainsharing indicates that such plans have generally led to gains in
productivity (US General Accounting Office, 1981; Graham-Moore and Ross, 1990;
Kaufman, 1992; Welbourne and Gomez-Mejia, 1988).

The second type of organization-level pay system aimed at performance is profit-sharing.
Such plans provide payments to employees based on the profitability of the business.
Payments can be made through current distribution plans, deferred plans, or a
combination of both, although most companies establish deferred plans because of the
associated tax advantages. According to one estimate, more than 60 percent of Fortune
1000 companies have profit-sharing plans (Lawler et al., 1995). Data supporting the
performance effects of profit-sharing plans is somewhat unclear. A meta-analysis by
Weitzman and Kruse (1990) estimates an average positive productivity effect of 7.4
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percent for profit-sharing plans, but their study also considered gainsharing plans in this
figure. One possible weakness inherent in profit-sharing plans as a direct means of
boosting performance is that it can be somewhat difficult to establish a clear connection
(sometimes referred to as “line of sight”) between individual actions and impact on
profits. This is particularly true because accounting and financial management practices
can also impact the “bottom line.” In addition, the deferred nature of many of these plans
may not provide strong valence with respect to motivating performance.

A third type of organization-level reward system is employee stock ownership. One study
of Fortune 1000 companies showed that 71 percent had stock ownership programs of
some type (Lawler et al., 1995). The most rapidly growing approach is via stock options.
Stock options give employees the right to purchase a specific amount of stock at a
designated price over a specified time period. Stock options have been commonly offered
to executives, but recently more companies have been providing broad-based stock
option plans that extend to middle and sometimes lower levels of the organization
(Chingos and Engel, 1998). The basic rationale is that employees will be more concerned
about the long-term success of the organization if they can reap the benefits as reflected
in the rising price of the organization's stock. Although there are not sufficient data
available at this point to conclude that stock options increase employee efforts and
thereby positively influence organizational performance, extending ownership may have
benefits in terms of positive equity perceptions. One study found that when stock prices
have risen above the option price, lower-level employees tend to exercise their options
shortly after vesting, a factor that may truncate some of the longer-term motivation
potential (Huddart and Lang, 1996).

Overall effects

Aside from the impacts of specific types of pay plans on performance at the level of the
organization to which they are directed (e.g., individual, group, and organization), there is
also evidence that the presence of pay for performance systems generally has a positive
influence on overall organizational performance. In this regard, however, there is some
debate regarding whether there are best practices that are applicable to most organizations
(Gerhart, Trevor, and Graham, 1996; Huselid, 1995), or whether it is important to match
pay systems to particular strategies (Montemayor, 1994; Youndt, Snell, Dean, and Lepak,
1996).

The direct impact of pay plans on performance is not the only effect to consider. Growing
evidence suggests that there are indirect pay plan effects stemming from influences on
attraction and retention patterns in organizations. For example, several studies support the
notion that the level of compensation influences attraction to organizations (e.g., Saks,
Wiesner, and Summers, 1996; Schwoerer and Rosen, 1989; Williams and Dreher, 1992).
Moreover, research suggests that organization attraction is also related to specific aspects
of pay systems. For example, individuals appear to be more attracted to organizations in
which the pay system base increases on individual rather than group performance and on
job outcomes rather than acquiring new skills (Cable and Judge, 1994; Highhouse,
Stierwalt, Bachiochi, Elder, and Fisher, 1999). Individuals may also be more attracted to

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b48
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b10
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b39
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b22
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b40
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b55
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b73
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b73
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b58
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b58
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b60
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b71
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b8
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b36
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506612#b36


organizations that offer fixed pay, rather than variable pay, unless there is sufficient
upside potential to balance the pay risk (Bartol and Locke, in press).

Other studies suggest that pay for performance can have a positive effect on retention.
For example, research indicates positive relationships between employee perceptions of
pay for performance and both pay satisfaction (Heneman, Greenberger, and Strasser,
1988; Huber, Seybolt, and Venemon, 1992) and job satisfaction (Kopelman, 1976),
factors that are related to intention to leave and turnover (see chapter 7 above). There is
some evidence that profit-sharing is an important determinant of organizational
commitment (Florkowski and Schuster, 1992), which has been shown to be related to
turnover. Based on a meta-analysis, Williams and Livingston (1994) argue that pay for
performance systems encourage better performers to remain with the organization while
inducing poorer performers to leave.

Interestingly, due to the flexibility and control over labor costs that it provides, variable
pay may also reduce turnover. By having more money allocated to bonuses or other
forms of variable pay, an organization can shrink its payroll costs during downturns
rather than downsize. Gerhart and Trevor (1996) provide evidence that variable pay plans
lessen organizational employment variability, allowing for greater employment stability
for employees and their organizations.

What Is Required to Make the Principle Work?

Define performance

First, it is essential to identify explicitly what performance is desired. Clearly defining
performance, however, requires looking beyond individual jobs and thinking strategically
about the organization as a whole. It means developing a business model based on what
drives the business (e.g., customer satisfaction), after which goals can be set at the
various levels of the organization and determinations made about what will be rewarded.
Without a business model (or with the wrong one), management risks setting goals and
rewarding employees for the wrong things – and finding its employees doing those wrong
things very efficiently, to the organization's detriment. Focusing on what drives the
business leads to the setting of appropriate performance goals for individual employees at
all organizational levels. Then, the act of tying incentives to the achievement of those
goals will have not only motivational but also informational value, because people will
receive a clear message about what specific behaviors and/or outcomes are expected via
communications about the reward system. A temptation to resist is that of defining
performance in terms of job aspects that are easily quantifiable, thereby ignoring job
dimensions that may be critically important but difficult to measure. This can lead an
organization to fall into the trap of “rewarding A while hoping for B” (Kerr, 1995). For
pay for performance to be effective, strategically important job dimensions – even hard-
to-measure ones – must be identified, communicated, assessed, and rewarded.

Ensure competence
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Second, employees must have the appropriate knowledge, skills, and abilities (KSAs) to
perform at the desired level. Instituting pay for performance is a futile exercise if
employees are unable to perform at the level required to receive the reward. Hiring
people who possess (or can readily obtain through training) the relevant KSAs is essential.

Make pay systems commensurate with employees’ values

Pay for performance will only work if the rewards being offered are valued and the
amount is viewed as sufficient, given what employees are being asked to accomplish.
Employers can generally assume that money is a value to their employees, both
practically and symbolically. Some employees, however, may not value the incremental
gain being offered for high-level performance if the amount is viewed as paltry and thus
not worth the additional effort. Further, a pay system can fail if it is perceived as
undermining employees’ other values. For example, individuals may be uninterested in
obtaining even a substantial amount of additional pay if they believe that achieving
performance goals means sacrificing greater personal values, such as time to pursue their
own interests, a low-stress work environment, or a commitment to high-quality work or
to standards of ethical behavior.

Use non-financial motivators too

Most employers assume that money is an effective motivator because it enables
employees to buy things that they want or need. Also, money is important from a justice
standpoint, giving high performers what is due them for their exceptional contributions to
the organization's success. None the less, exclusive reliance on financial incentives would
be an unwise policy because it would ignore other important sources of work motivation.
Non-monetary motivators include a diverse assortment of activities, such as providing
interesting and important work assignments (see chapter 6 above), engendering
commitment to the realization of a vision (or to a visionary leader), assigning challenging
goals in conjunction with ongoing performance feedback, granting autonomy regarding
how a job is accomplished (see chapter 10 above), providing public and/or private
recognition for outstanding contributions (see chapter 12 below), or simply enabling one
to do work that one loves.

Amabile (1993) argues that it is possible to achieve “motivational synergy” by
encouraging both intrinsic and extrinsic motivation. She posits that intrinsic motivation
arises from the value of the work itself to the person. It can be fostered through such
measures as matching employees to tasks on the basis of their skills and interests,
designing work to be optimally challenging, and bringing together diverse individuals in
high-performing work teams. Amabile further suggests that, when creativity is
particularly important, it may be best to hold off heavily emphasizing extrinsic
motivators during the problem presentation and idea generation stages when intrinsic
motivation appears to be most important. Extrinsic factors may be particularly helpful
during the sometimes difficult validation and implementation stages. Based on a meta-
analytic study, Eisenberger and Cameron (1996) also argue that tangible rewards can
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enhance, rather than undermine, the effects of intrinsic motivation, if the rewards are
dependent on performance.

Target the appropriate organizational level

Performance-based pay must be at the appropriate level. Increasingly, firms are
rewarding performance at the group and/or organizational levels rather than at the
individual level alone, in hopes of boosting organizational performance through enhanced
information-sharing, group decision-making, and teamwork (Bartol and Hagmann, 1992).
Lawler (1971) argues that the distinction between individual and group pay plans is
important because individual and group plans are viewed differently by employees and
have different effects. A key decision for management, then, concerns whether incentive
pay should be based on individual or group performance. Further, if the organization
chooses to reward group performance, decisions must be made about what constitutes a
“group” for performance-measurement purposes. For example, will group-based pay be
based on the performance of a team, a work unit, a division, or the entire organization?

There has been little actual research to offer guidance regarding the level of performance
to which incentives should be tied, although several views have been advanced by
compensation experts (e.g., Gomez-Mejia and Balkin, 1992; Mitchell et al., 1990;
Montemayor, 1994). Key factors that should be considered when making this important
decision include:

 • Nature of the task. Pay for performance at the individual level is considered
most appropriate when the work is designed for individuals, where the need for
integration with others is negligible, where group performance means only the
sum of members’ individual performances, or where the work is simple, repetitive,
and stable. For sequential teams that perform various tasks in a predetermined
order, so that group performance cannot exceed that of the lowest individual
member, it has been recommended that base pay be skill based, and team
incentives be team bonuses with payouts distributed as a percentage of base pay.
Alternatively, group-based incentive programs, through which all members
receive equal shares of a team bonus, are generally considered appropriate when
teams are composed of individuals from the same organizational level, when
members have complementary roles and must depend upon each other and
interact intensively to accomplish their work, so that group performance is
enhanced by cooperation, and when the nature of the technology and workflows
allows for the identification of distinct groups that are relatively independent of
one another.

 • Ability to measure performance. Good performance measures are critically
important in any pay for performance plan. Pfeffer (1998) argues that
performance can often be more reliably assessed at aggregate than at individual
levels. He concludes that individual incentive pay should be replaced by
collective rewards based on organizational or sub-unit performance that highlight
the interdependence among organizational members. Although many are
unwilling to go as far as Pfeffer in discounting the potential value of individual
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incentives, most agree that group incentives are a suitable alternative when the
identification of individual contributors is difficult due to the nature of the task.
For gainsharing plans in particular, it is not only necessary that there be good
performance measures for the unit or plant, but also that there be a reliable
performance history in order to develop a gainsharing formula. When group
performance is rewarded, however, it is none the less important, particularly in
Western cultures, to provide a means for identifying individual contributions to
the group effort (e.g., through peer evaluations), so that members keep in mind
their accountability at both the individual and team levels.

 • Organizational culture. Group incentive plans are best suited to situations in
which the organizational culture emphasizes group achievements. Group
incentives work best when free riding is unlikely (e.g., because members hold
each other accountable or because employees are professionals who possess high
intrinsic motivation). If a corporate culture is strongly individualistic and
competitive, group plans such as team incentives will likely encounter
considerable resistance from organizational members accustomed to focusing on
individual accomplishments.

 • Management's purpose. Group incentives are recommended in situations in
which there is a need to align the interests of multiple individuals into a common
goal, or when management wishes to foster entrepreneurship at the group level.
At the organizational level, profit-sharing is often used to communicate the
importance of the firm's financial performance to employees, heightening their
awareness of the overall financial performance of the organization by making a
portion of their pay vary with it. This is thought to be most motivating when
employees believe that they can substantially influence the profit measure, such as
in smaller organizations and those in which the means by which profits are
achieved are well understood.

Some have proposed mixed models, whereby incentive pay is based partially on
individual measures of performance and partially on group measures. Based on a survey
by Hewitt Associates, Abosch and Reidy (1996) reported that organizations that rated
their own teams as effective had a “healthy balance” between individual and team-based
systems. There is some evidence that mixed models may be problematic, however.
Wageman (1995) found that teams having mixed forms of reward (i.e., rewards based on
both individual and group performance), mixed tasks (i.e., some tasks performed solely
by individuals and some by interdependent groups), or both, had lower performance than
those with task and pay designs that were clearly either individual level or team level.
She proposes that mixed tasks and rewards may lead to inferior performance by adding a
group element to what is primarily an individual task, thereby undermining attention to
the task. Also, with mixed tasks there are limited opportunities to develop team skills and
strategies. In addition, teams executing mixed tasks may need more time to adjust
because of the greater complexity of tasks that have both individual and group
performance components. Another complicating factor is that some workers may prefer
individual pay over team-based pay (Cable and Judge, 1994). Team members at Motorola,
for example, wanted annual merit raises to be based on individual rather than team
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performance (Gedvilas, 1997). The question remains, then, how best (or when) to mix
individual and group-based incentive plans.

Make pay commensurate with the level of risk employees are required to bear

Risk refers to uncertainty about outcomes (Sitkin and Pablo, 1992), and, by definition,
pay for performance systems involve uncertain outcomes for employees. Individuals tend
to be risk averse concerning pay, because they have no way of minimizing their income
risk through diversification, as investors are able to do with their stock portfolios.

At least five factors can affect employees’ perceptions concerning the riskiness of a pay
for performance plan. First is the proportion of employee pay that is performance based.
Although the average percentage of variable pay in the US is only 5 percent, the
proportion ranges widely, from 0 to 70 percent (and even to 100 percent for salespersons;
Gomez-Mejia and Balkin, 1992). The higher the proportion of variable pay, the more risk
the employee must bear, in a trade-off between income security and the potential for
higher earnings (Gomez-Mejia, Balkin, and Cardy, 1998). At some point the level of risk
may be perceived as so great that it would be unacceptable to the majority of employees,
regardless of the potential for high pay. The second factor that influences employees’
perceptions of risk is their self-efficacy that they can achieve the performance goals on
which pay is contingent. Those who are confident of their ability to perform at a high
level should perceive contingent pay as less risky than those who are less confident of
their ability. Third, to the extent that the performance measure on which pay is based is
influenced by factors outside individual employees’ control (e.g., technology or macro-
economic factors affecting profits or stock prices), perceived risk for the employee is
increased. For example, CEOs run the risk of losing income (and even employment) if
the companies for which they are responsible are unsuccessful – whatever the cause. A
fourth factor affecting employee perceptions of risk is the amount of time between
performance and the receipt of rewards. Because the future is uncertain, deferred rewards
involve more risk than immediate ones. For employees to accept a pay system offering
long-term rewards, they must be willing to delay gratification in the hopes of greater (but
uncertain) future returns. Intertemporal choice research (e.g., Shelley, 1993) indicates
that managers may expect to be compensated for the loss of immediate compensation by
the payment of a premium that is far in excess of the amount the time value of money
would imply – a finding that is probably true of non-managerial employees as well.
Finally, perceived risk is greater if individuals frame pay for performance in terms of
potential losses instead of potential gains. A system that places in doubt an amount of pay
that employees are already counting on will be seen as riskier than one that offers an
identical amount as a potential increase in pay. Considering these factors will help
incentive system designers determine what level of pay is required to offset employees’
perceived risk.

Possible Exceptions to the Principle of Paying for
Performance
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It does not make sense for an employer to offer to pay employees more unless the
employer will actually get more in the bargain. When, therefore, might it be unwise (or
even counterproductive) to offer incentives?

When employees are learning

In learning situations, when employees are attempting to “get up to speed” on a new task,
offering performance-based pay may frustrate more than it motivates. Performance
failures that are a natural part of learning may be exaggerated in the learner's mind
because of failure not only to perform the task but also to obtain the monetary reward.
Thus, it is unwise to pay for performance until employees are able to perform at the
desired level.

When the employer can monitor

Agency theory (Jensen and Meckling, 1976) suggests that financial incentives are
unnecessary when employers can easily monitor employees’ behavior (e.g., by direct
observation or through information systems) and give them ongoing direction and
feedback. In such situations, employees’ awareness that they are being monitored
obviates paying for performance.

When other motivators are sufficient or compensatory

Some people value other aspects of their jobs more than they value pay – factors such as
interesting work, autonomy, desirable location, benefits that meet their needs, or having a
boss they love working for. Such individuals will often accept lower pay in order to have
what is more important to them in their jobs.

When the company is unionized

Union contracts constrain an employer's pay policies, and thus under collective
bargaining agreements it may be impossible to pay for performance, especially at the
individual level. When incentives are included in a union contract, they are usually group
incentives, because group pay is viewed as encouraging cohesion rather than competition
among members.

Examples

Paying for individual performance

Woodson (1999) provides an example of the diffusion of pay for performance to a group
that has traditionally received fixed salaries with automatic, annual pay increases –
physicians employed by healthcare organizations. She presents case studies of two
organizations (a large, multispecialty group practice and a medical school affiliated with
an academic medical center) that changed their approaches to physician compensation.
One of her examples was a 400-physician multispecialty group practice that was
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experiencing declines in operating margins. Physicians had little incentive to change
behavior that was detrimental to the practice as a whole, because salary levels were
increased automatically, no matter what level of performance was achieved. Expectations
were ill defined, and performance reviews were viewed as meaningless exercises. The
group's governing board decided that the practice could no longer afford a pay system
that increased its labor costs every year without contributing substantially to bottom-line
and quality improvements, and so it developed a new program with 27 broad salary
ranges, one for each specialty. Now, advancement through a pay range is no longer
automatic but is based on a physician's skills, capabilities, and accomplishments in all
domains of physician performance, including clinical quality, use of resources, and
patient satisfaction. During the transition to the new system, the board was careful to
ensure that no physician's pay was decreased. Over the next few years, bonuses are
expected to reach 20 percent of a physician's base salary. Woodson (1999) notes that in
both organizations she studied, replacing traditional pay systems with systems that tied
pay to performance resulted in both improved physician performance and lower overhead
costs.

Sears, Roebuck and Company provides an example of the perils of rewarding employees
for the wrong things. The company had to pay out millions of dollars to consumers in a
series of lawsuits in 1992 – lawsuits that were directly tied to the company's
compensation system. Employees in Sears Auto Centers had been paid straight
commission based on the parts and services they sold to customers who brought their cars
in for repair. The incentive plan encouraged employees to find and “repair” defects that
did not actually exist. Because of the ensuing scandal, Sears abolished commissions and
sales goals in its automotive division. Now the company uses several forms of pay for
performance, such as straight commission for appliance salespeople, and salary plus
commission or other forms of incentive pay (e.g., pay based on customer satisfaction
ratings or overall business objectives) for others (Ganzel, 1998).

Paying for team performance

In 1995, Silicon Valley's Solectron Corporation – the only two-time winner of the
prestigious Baldridge Award (1991 and 1997) – reorganized production around self-
directed work teams that have responsibility for entire portions of the production process.
The change to teams necessitated discontinuing a company-wide variable pay plan, which
failed to support appropriate team behaviors, in favor of a participatively developed team
incentive system. Participation by team members and managers in the design of the pay
system heightened their commitment to the plan, which was introduced to the entire
workforce through extensive communication and training. Since implementation, regular
meetings and ongoing communication ensure that teams know how the plan is working.
Specific goals of each team result from negotiations with team managers, and team goals
are posted, both to motivate high-level performance and to stimulate recognition by peers
and managers when teams’ goals are achieved. Bonus payments are made quarterly and
shared equally by team members, based on quality of team output and productivity
against a team standard (Lawler, 1999). In addition to team bonuses, Selectron employees
(including temporary contract workers) receive variable pay based on individual, site, and
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corporate goal achievement (McClenahen, 1998). Solectron's pay system has led to
improvements in quality, productivity, and satisfaction with pay, presumably because
individuals feel more in control of how they are paid. It continues to undergo fine-tuning,
however, as management extends its reconsideration of compensation to the issues of
how merit pay and base pay should be determined in a team environment (Lawler, 1999).

Lawler (1999) provides an example of team-based incentives having unforeseen negative
consequences. Motorola had team-based pay for performance plans in many of its
manufacturing facilities, which offered potentially large bonuses for teams that met
specific performance objectives. The incentive plan often succeeded in motivating the
teams to perform well as teams, but it failed to address the interdependencies that existed
among the teams and that necessitated their cooperating with each other. Therefore, the
incentive system inadvertently caused conflict among teams over access to resources, and
teams viewed the system as unfair whenever some teams got large bonuses and others did
not. Because of the discord among teams and because organizational units were
optimizing their own performance to the detriment of the organization as a whole,
Motorola eventually abandoned the team-based plans. Lawler (1999) draws from
Motorola's experience the lesson that team incentive plans should only be used where
teams operate relatively autonomously. When teams are interdependent, he suggests that
using a gainsharing or profit-sharing plan that rewards team members based on the
performance of the larger organizational unit can serve to integrate teams into the rest of
the organization.

Paying for organizational performance

Lincoln Electric Company, based in Cleveland, Ohio, is world renowned for the high
quality of its arc-welding and related products. The company is equally noted for a
factory worker compensation system that pays for performance at both the individual and
organizational levels. Individual pay is based on a piecework system that has been in
place at the company since 1914, and year-end annual bonuses are based on the
organization's annual profits. Individual payouts for the year-end bonus are determined
by two semi-annual performance ratings on four factors: dependability, quality, output,
and ideas and cooperation (Hodgetts, 1997). Hundreds of the workers have earned
$70,000 to $80,000 per year, and some have topped $100,000 (Hastings, 1999). The
company guarantees at least 30 hours of full-time work per week for employees with
three years or more of service. In return, workers must be willing to work at any
assignment at the pay rate for the position and also accept overtime when demand
conditions warrant (Chilton, 1994). The company also has a generous retirement plan.
Interestingly, though, Lincoln Electric ran into severe difficulties when it attempted to
apply the piecework and bonus system in Europe, South America, and Japan as part of its
international expansion efforts. The company has, however, been successful in
transplanting the system to operations in Mexico City (Hastings, 1999).

Miller and Schuster (1995) describe the failure of a gainsharing plan at a federally owned
and operated industrial complex whose main mission was the maintenance, repair, and
rebuilding of military equipment. The complex employed 4,800 civilian workers,
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including several levels of management who ultimately reported to military offices. A
local branch of the American Federation of Government Employees represented almost
60 percent of the hourly personnel. The gainsharing plan was developed in response to an
order from an off-site military commander who wished to increase hourly productivity.
The plan was designed by senior managers with no input from line personnel, union
leadership, or gainsharing consultants. A total of 460 employees were involved in the
gainsharing plan, which was initiated as a 15-month pilot program. The plan base and
payout levels differed for various units and, although computed monthly, were distributed
quarterly. The formula design apparently was flawed, and it quickly caused feelings of
inequity and dissatisfaction across units. The top departments in terms of monetary gain
and payout earned did not register actual productivity gains, while several departments
that did show productivity gains actually received lower payouts. Middle managers
particularly were frustrated by their lack of input into the plan design. Both managers and
production employees viewed the fact that the plan was labeled a pilot program as
evidence that there was actually little commitment to it by upper management. Consensus
also developed among participants that the quarterly period for payout was too long.
Ultimately few if any gains in productivity materialized and the plan was eventually
discontinued, but not before it seriously damaged an effectively functioning quality
program that it partially overlapped.

Global pay

Organizations with international operations are presented with some unique challenges
when they attempt to pay for performance at the organizational (and thus global) level.
None the less, multinational firms are increasingly instituting global pay in an attempt to
attract skilled workers and create organizational cultures in which employees feel part of
the same company regardless of their location. Gross and Winterup (1999) describe the
global pay practices of Cisco Systems, a maker of Internet equipment with 17,000
employees worldwide. The company sets base pay at the 65th percentile in every labor
market and offers variable pay that brings total remuneration to the 75th percentile. Cisco
Systems’ global strategy includes the use of stock options, but its commitment to doing
so has meant that the company has had to work hard to ensure that the pay is understood,
accepted, and deployed to the benefit rather than to the detriment of workers worldwide.
Problems it has encountered include: regulations in China and Russia that prohibit
citizens from holding securities in foreign companies; the up-front taxing of stock options
in The Netherlands (as compared to their being taxed when they are exercised in the US);
France's punitive taxes levied against employees who sell their options in the first five
years; and the need in India to reduce stock option grants for employees by half, so that
they would not reap such huge capital gains (in comparison to the country's per capita
income) that they would be able to take early retirement in only a few years. These
examples illustrate the importance of staying abreast of labor markets and changing laws
wherever a company has operations, but Cisco Systems is convinced that doing so is
worth the effort because it enables the firm to recruit and retain superior employees
worldwide.

Conclusion
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Paying for performance works. It communicates what factors are most important to the
company's success and focuses employees’ attention and effort on those factors. It is fair,
because it pays more to those who contribute more. In turn, it attracts individuals who
can perform at high levels and, by recognizing and rewarding them for doing so, makes
them want to remain.
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It is difficult to conceive of a society populated with people who are completely unmoved
by the respect, approval, and reproof of others.

(Bandura, 1986: 235)

One of the most agreed upon principles in the field of organizational behavior is that
positive reinforcers contingently administered to critical employee behaviors will lead to
performance improvement. As Bandura (1986) notes: “human behavior … cannot be
fully understood without considering the regulatory influence of response consequences”
(p. 228). Early on, Vroom (1964) emphatically stated that “without a doubt the law of
effect or principle of reinforcement must be included among the most substantiated
findings of experimental psychology and is at the same time among the most useful
findings for an applied psychology concerned with control of human behavior” (p. 13).
The two major types of positive reinforcers or incentive motivators used to improve
employee performance are money and recognition. Money was the subject of the
preceding chapter. The principle of this chapter is that providing contingent recognition
will lead to improved employee performance.

There is a subtle distinction between the term “social recognition” and “recognition” per
se. In the workplace, we define social recognition as an individual or group providing
usually informal acknowledgement, approval, and genuine appreciation for work well
done to another individual or group. It should be noted that this definition does not
include phony praise, “attaboys,” or randomized pats on the back. Recognition per se
refers more to a formal program such as employee of the month or million dollars in sales
round table. Both can be administered on a public basis (e.g., a staff meeting in the case
of social recognition or the company newsletter or banquet in the case of a recognition
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program). Social recognition, however, tends to be informal and is administered more on
a one-on-one private level, both verbally or in writing.

The broad appeal of social recognition in the workplace is that it applies to everyone (top
to bottom in the organization), no one gets too much of it (no satiation principle here), it
is readily available to everyone to use, and it doesn't cost anything. As Tom Cash, Senior
VP of American Express, noted: “Human beings need to be recognized and rewarded for
special efforts. You don't even have to give them much. What they want is tangible proof
that you really care about the job they do” (Nelson, 1994). To demonstrate these claims,
simply ask yourself, are you or anyone you know suffering from too much social
recognition? When Bob Hope, well into his eighties was asked, “Why don't you retire?”
he quickly answered, “Because the darn fish don't applaud!” Besides this common-sense
appeal of social recognition as a powerful incentive motivator, there is also considerable
theory and research supporting its effectiveness in the workplace. Most of this chapter
refers to social recognition, but will not contain the word “social” when referring to more
formal recognition programs.

The Use of Recognition in Classic Behavioral
Management

Under classic behavioral management based on reinforcement theory, social recognition
is considered to be universally applicable. In particular, if social recognition is provided
on a contingent basis in managing employee behavior, it can be a powerful motivator for
performance improvement. For example, under the Luthans and Kreitner (1975, 1985)
organizational behavior modification (OB Mod.) approach, after the critical employee
performance behaviors are identified, measured, and functionally analyzed, social
recognition is contingently applied to increase the frequency of the identified functional
behaviors, which subsequently results in performance improvement. Examples in both
manufacturing and service organizations can help clarify the conceptual premises of
recognition in behavioral management.

In a manufacturing setting, an identified desired performance behavior may be something
like the productive use of idle time during preventative maintenance. The contingent
social recognition would be delivered by a supervisor saying to a worker, “I noticed that
you helped out Steve while your equipment was being serviced by the maintenance
guys.” In this instance, it is important to note that the recognition did not include a
“gushy” thank you or phony praise for doing what this worker was supposed to be doing,
but instead the worker simply “knew that his supervisor knew” that he had gone out of
his way to help out a fellow worker. Because of the received social recognition from the
supervisor, the worker will, likely, tend to repeat this helping behavior in the future. In
other words, instead of receiving no consequence for this desired behavior (which will
lead to extinction), or a punishing outcome of having to work harder (which will lead to a
decrease), the supervisor providing contingent social recognition will strengthen the
worker's behavior and enhance the productivity of the unit.
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In a service setting such as a bank, an identified desired performance behavior, say, of
tellers may be providing customers with information about various products that the bank
offers. As in the manufacturing example above, upon observing this behavior, the
supervisor would provide contingent social recognition by saying something like, “I
overheard your explanation to Ms. Smith about how to obtain, use, and the advantages of
a debit card. I am sure we will be adding her to our debit card business.” The social
recognition provided in this case, again, took the form of a positive incentive motivator
with an aim of increasing the desired service behavior, which subsequently leads to
increased performance.

A large number of studies over the years have verified that social recognition is indeed a
powerful incentive motivator for employee behaviors leading to performance
improvement in both manufacturing and service organizations. A recent meta-analysis of
all studies over the past 20 years that used the OB Mod. approach to behavioral
management found an overall average effect of 17 percent improved performance using
all types of interventions and about the same when social recognition was the
intervention. However, when social recognition was analyzed in combination with
performance feedback, an even higher average increase in both manufacturing and
service organizations was found (Stajkovic and Luthans, 1997; Luthans and Stajkovic,
1999). Interestingly, the use of money as the intervention had about the same impact as
the social recognition in the service organizations, but when the social recognition was
combined with performance feedback, it had about the same impact as the money in
manufacturing and about twice the impact as the money in service applications.

In addition to this quantitative evidence affirming the power that social recognition can
have on performance improvement, the practitioner-oriented, professional literature also
contains some empirical support. For example, a recent nationwide survey of US workers
found that about seven out of ten report that non-monetary forms of recognition provide
the best motivation (HR Focus, 1999). A contingency implication was that this same
survey found employees favor recognition from managers and supervisors by a margin of
almost 2 : 1 over recognition from co-workers or other sources. Another survey
conducted by the Council of Communication Management found that recognition for a
job well done is the top motivator of employee performance, but in the same survey a
third of the managers themselves report that they would rather work in an organization
where they could receive better recognition (Nelson, 1994).

Of particular note is a meta-analysis conducted on the Gallup Organization database of
28 studies involving 105,680 employee responses to surveys from a wide variety of
organizations. The survey item dealing with recognition (“In the last seven days, I have
received recognition or praise for doing good work”) was significantly related to 2,528
business units’ outcome measures of customer satisfaction/loyalty, profitability, and
productivity, but not turnover (Harter and Creglow, 1999). However, conventional
“wisdom” and some surveys (Nelson, 1996) do indicate that social recognition (or at least
appreciation), along with the other desirable outsomes, also is a major determinant of
retention. Such discrepancies are why comprehensive theoretical analysis becomes
important for better understanding of social recognition.

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b17
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b14
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b14
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b7
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b15
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b6
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506613#b16


A Social Cognitive Theory Analysis of Social
Recognition

The use of social recognition in classic behavioral management is based on reinforcement
theory, which assumes that the causal agents of employee behaviors are found in the
functional relationship between the environmental consequences and the behavior they
effect (Komaki, 1986; Luthans and Stajkovic, 1999; Stajkovic and Luthans, 1997).
However, the explanatory power of the reinforcement approach to human action has been
questioned on the grounds that it falls short of providing the needed conceptual process-
oriented analysis as to the nature and operating processes of outcome determinants such
as social recognition (Bandura, 1986, 1997; Locke, 1997; Stajkovic and Luthans, 1998a,
1998b).

Social cognitive theory (Bandura, 1986, 1997, 1999) is emerging as a more
comprehensive explanation of organizational behavior in general (Stajkovic and Luthans,
1998b), and incentive motivators such as social recognition in particular (Stajkovic and
Luthans, 2000). Specifically, based on Bandura's (1999) premise that human agency is
mostly grounded in social systems, the social cognitive explanation of the nature of social
recognition as an incentive motivator for employee performance would focus on its three
major dimensions: (1) outcome utility; (2) informative content; and (3) the mechanisms
through which it operates to control employee behavior (Stajkovic and Luthans, 2000). A
process-oriented analysis of social recognition along these three factors clearly leads to a
more comprehensive, deeper, and, importantly, additive understanding of its underlying
mechanisms, than is provided by reinforcement theory alone.

Outcome utility of social recognition

Bandura (1986) argues that social recognition derives its outcome utility from its
predictive value and not from the social reactions themselves as reinforcement theory
would suggest. Social recognition (personal acknowledgement and approval) precedes
and could be perceived to lead to desired employee outcomes such as a promotion, raise,
or an assignment to a desired project. In other words, received social recognition may
indicate to an employee a potentially upcoming desired outcome utility (and incentive
value). In terms of the magnitude of its effectiveness in affecting employee behavior,
social recognition given by those who have the power and resources to make desired
outcomes a reality for the recipient (e.g., managers, supervisors), will have a stronger
effect than the social recognition provided by those who may not have such power or
resources (e.g., an outside vendor). However, social recognition provided by those who
may not have financial resources and/or promotion power at their disposal, but have
considerable social respect and credibility (e.g., an admired peer or mentor) may also be
powerful in its effect on employee behavior for it may lead to desirable outcomes such as
being included in the “in-group.” Thus, the social cognitive approach predicts that
employees will engage in behaviors that receive social recognition, especially from those
that can provide desired material and/or social outcomes.
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Informative content of social recognition

Social recognition, as we define it, has relatively less informative content than, for
example, quantitatively based feedback. Yet, since the effective way of providing social
recognition focuses on specifics, there may be a different informative content value in
what is being expressed. However, it is important to note here that the “scale” for the
informative value of social recognition focuses on the content value of what has been
delivered and not necessarily on the quantity of praise. In particular, showing employees
how much their work is appreciated through social recognition is not achieved by
frequently using non-contingent standardized phrases (e.g., “good job!”), but by the acts
of social recognition that convey genuine personal involvement, appreciation, and
gratitude for the successful performance. This is because indiscriminate approval that
does not eventually result in tangible benefits becomes an “empty reward,” thus lacking
the potential to control human action. It is the difference between the indiscriminate
approval and the genuine appreciation with promising outcomes that portrays the
informative continuum of social recognition. For example, instead of a generic phrase
such as “good job,” the recognition giver would provide specific information such as “I
know that you stayed late last night to finish the graphs that I gave you at the last minute.
They made my presentation a great success in the meeting this morning.” This detailed
form of social recognition not only conveys acknowledgement and genuine appreciation,
but also information for motivating subsequent desired behavior.

The regulatory mechanism

The third dimension of a social cognitive explanation of social recognition focuses on the
regulatory mechanism through which social recognition impacts human action. We have
argued (Stajkovic and Luthans, 2000) that the basic human capability of forethought
(Bandura, 1986; Stajkovic and Luthans, 1998b) is the means to cognitively operationalize
recognition as an incentive motivator. The forethought regulatory mechanism is
explained as follows:

Based on the recognition received and, thus, the perceived prediction of desired
consequences to come, people will self-regulate their future behaviors by forethought. By
using forethought, employees may plan courses of action for the near future, anticipate
the likely consequences of their future actions, and set performance goals for themselves.
Thus, people first anticipate certain outcomes based on recognition received, and then
through forethought, they initiate and guide their actions in an anticipatory fashion.

(Stajkovic and Luthans, 2000)

Thus, the forethought is the regulatory mechanism that permits perceived future desired
outcomes based on the social recognition to be transferred into current employee
behaviors that lead to performance improvement. The above explanations of the nature
and underlying mechanisms of social recognition represent the social cognitive approach
to this incentive motivator, and is how the social recognition principle is defined and
explained in this chapter.
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Moderators of Social Recognition

Based on traditional applications of reinforcement theory and behavioral management, it
has usually been implied that social recognition has no exceptions or moderators as to its
positive impact on performance. Unlike money, social recognition, as used in behavioral
management, is portrayed as always being a positive reinforcer (it strengthens and
increases the preceding behavior). Even though, as the opening comments of this chapter
indicate, recognition is most often thought of as applying to everyone and no one gets
tired of it, the social cognitive conceptual analysis as outlined above and the recent meta-
analysis of OB Mod. model interventions (Stajkovic and Luthans, 1997) seem to indicate
that there may be moderators of the relationship between social recognition and
performance.

Type of organization

One clear moderator that emerged from our meta-analysis of OB Mod. was the type of
organization. The analysis found that the average effect sizes for all the different
interventions varied significantly between manufacturing and service applications
(Stajkovic and Luthans, 1997). In particular, all interventions, including social
recognition, had a greater impact on performance in manufacturing organizations than in
service organizations. A possible explanation of these findings may be that it is simply
more difficult to identify performance-related behaviors to provide contingent social
recognition in service than in manufacturing organizations, rather than to assume the
lesser effect of social recognition in service organizations.

Task complexity

The social cognitive explanation of social recognition points to some additional
qualifying refinements and potential moderators. In particular, we believe that the level of
task complexity may be another important moderator of the relationship between social
recognition and work performance. This is because different levels of task complexity
have different effects on the behavioral, information-processing, and cognitive capacities
of the task performer (Bandura, 1997; Stajkovic and Luthans, 1998a; Wood, 1986).
Specifically, the higher the task complexity, the greater the demands on the employee's (1)
knowledge, (2) skill capacity, (3) behavioral facility, (4) information-processing ability,
(5) persistence, and (6) self-efficacy (Bandura, 1986, 1997; Stajkovic and Luthans,
1998a). Given these types of demands for highly complex tasks, social recognition from
significant others takes on relatively more importance. Those performing complex tasks
such as in technical engineering or computer systems work or creative activities such as
in advertising or product development may place more value on social recognition from
relevant others than on money. On the other hand, there is evidence that those doing
routine, low-complexity tasks give relatively more value to money than to social
recognition from their supervisors (Stajkovic and Luthans, 2000). In other words, the
more complex the task, the more value is placed on the social recognition.
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The Role of Social Recognition in Building Self-efficacy

Self-efficacy is an important derivative of social cognitive theory (Bandura, 1997;
Stajkovic and Luthans, 1998b) and social recognition may be an input into its
development and the resulting performance improvement. Self-efficacy is precisely
defined as the belief in one's capabilities to organize cognitive and behavioral facilities
and execute the courses of action required to produce desired outcomes in a specific
context and on a specific task (Bandura, 1997; Stajkovic and Luthans, 1998a, 1998b), but
for the purposes of this chapter can be thought of as the belief or confidence one has to
successfully accomplish a specific task. In performing a specific task, an employee's self-
efficacy determines whether the necessary behavior will be initiated, how much effort
will be expended and sustained, and how much persistence and resilience there will be in
the face of obstacles, problems, or even failure (Bandura, 1997, 1999; Stajkovic and
Luthans, 1998b). With this profile, it is not surprising that self-efficacy has been shown
to be strongly related to work performance (a .38 weighted average correlation in our
recent meta-analysis of 114 studies, Stajkovic and Luthans, 1998a).

Unlike personality traits, self-efficacy is generally recognized to be a state variable that
can be developed and trained. The most important inputs into the development of self-
efficacy are generally acknowledged to be mastery experiences, modeling/vicarious
learning, social persuasion, and physiological and/or psychological arousal (Bandura,
1997; Stajkovic and Luthans, 1998b). However, social recognition may also have direct
or at least indirect implications for each of these developmental dimensions of self-
efficacy. For example: (1) social recognition may be perceived as confirmation of success;
(2) seeing others being socially recognized would be vicariously reinforcing; (3) social
recognition framed as social persuasion would enhance the receivers’ beliefs as to what
they can do with what they already have (without requiring new knowledge and skills);
and (4) of course, recognition would likely provide support and encouragement for
employees to stay on the course of action and persist when meeting performance
obstacles and problems. In other words, social recognition may help build self-efficacy,
and those with higher self-efficacy will perform better. As Bandura (1997) notes, it is not
behavior (and in this case the consequence of recognition) that causes behavior, but what
is psychologically made out of it (in this case efficacy development).

Formal Recognition Programs Drawn from Practical
Experience

So far the discussion has focused on the conceptual and empirical properties of social
recognition in terms of its nature and relationship to work performance. However, as the
introductory definitions indicated, another way to consider recognition is from the
perspective of more formal programs commonly used to recognize employees in real-
world organizations. In that vein, largely based on one-shot experiences and anecdotal
evidence, Nelson (1994) gives practicing managers 1001 Ways to Reward Employees.
This best-selling little handbook, according to the book jacket, is “A chock-full guide to
rewards of every conceivable type for every conceivable situation.”
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Nelson (1994) provides specific recognition program guidelines on:

 • WHO (outstanding individual employees or teams/groups in terms of
productivity, quality, suggestions, customer service, sales, attendance or safety)

 • WHAT (time off, vacations, field trips, special events, educational classes,
benefits, gift certificates, cash prizes, merchandise, trophies, pins or plaques)

 • HOW (nomination procedures, representative committees, point systems or
contests)

 • WHERE (newsletters, regularly scheduled meetings or specific
celebrations/banquets).

There are also specific company examples of recognition programs, such as at Home
Depot, where each store picks an Employee of the Month (the criterion being someone
who has given time to an area of the store that technically lies outside his or her
responsibility). The recipient is given $100, a merit badge (five badges earn an extra $50),
a special pin to wear on his or her apron, and the honoree's name engraved on a plaque
displayed at the front of the store.

Our discussion of the theory and research point out why recognition should be used, and
this handbook points out to managers that they no longer have the excuse of not using
recognition because they do not know the pragmatics of who, what, how or where. The
book also supports the use of both social and more formal recognition programs with
highlighted quotes (e.g., Mary Kay Ash – “There are two things people want more than
sex and money … recognition and praise”); and specific guidelines for administering
recognition (e.g., match the reward to the person, match the reward to the achievement,
and be timely and specific).

Implementation Guidelines from Theory and Research

The principle of this chapter is drawn from reinforcement and social cognitive theories
and is supported by the findings from the meta-analysis of research studies over the past
20 years (Stajkovic and Luthans, 1997). It says that managers providing social
recognition contingent upon individual employees’ desired behaviors will lead to
performance improvement. Although the recognition that is inherent in formal, non-
financial reward systems and programs (giving a plaque) described above are included in
the definitional domain of the principle, we suggest theory would predict that social
recognition based on personal attention and appreciation has a relatively stronger impact
on performance than the formal recognition programs. This is because the one-on-one
contingently administered social recognition (of the form stated earlier: “the employee
knows that his or her supervisor/manager knows”) tends to be more valued and have
more universal appeal than do formal recognition programs. Too often, some type of
recognition award or benefit tends to be valuable to the reward giver but not necessarily
to the reward recipient. As noted in our recent article (Luthans and Stajkovic, 1999),
monetary rewards do not necessarily reinforce (strengthen, increase the frequency of)
employee performance behaviors, and this would also apply to formal recognition
programs.
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The reason formal recognition programs may not have the desired effects, especially over
time, is because they may easily turn into being phony, not valued by the recipient, or go
against the cultural norms. For example, a formal recognition award such as the “Golden
Banana” at Hewlett-Packard or “Employee of the Month” given at many companies can
initially be a reinforcer, but over time may cross the fine line and become an empty
reward and be perceived even in a negative light. The first few Employee of the Month
recipients may be very deserving instances that everyone would agree with, but over time
selections become more and more controversial and subjective, usually resulting in
selecting less-qualified or not qualified employees. At this point company politics often
come into play and those who truly deserved the recognition feel betrayed. In this case,
the program would actually produce negative effects (e.g., “rewarding A while hoping for
B”). Also, from a (collectivistic) cultural values and individual differences standpoint,
although everyone may like to be recognized for their efforts and achievements, not
everyone likes to be singled out in the public way that usually goes along with formal
recognition.

The implementation guideline to get around these problems associated with formal
recognition would follow from the reinforcement and social cognitive theoretical
frameworks. One suggestion would be to use formal recognition awards contingent upon
objectively measured performance. The key is that everyone involved must perceive that
the formal, public recognition is truly deserved. For example, formal awards based on
sales performance (the famous pink Cadillac at Mary Kay Cosmetics or a plaque given
for selling five million at a real-estate firm's banquet) would be appropriate and effective,
but many outstanding performer of the month awards (or administrator-nominated, and
not voted upon by students, teaching awards in academic institutions for that matter) may
not be. The latter are subjectively determined and in order to be effective as a reinforcer
for performance improvement, they must be as objective as possible and be perceived by
the recipient, and even more so by others, as being fairly and objectively selected (i.e.,
procedural and also distributive justice). This guideline is compatible with both
reinforcement (e.g., objective, contingent consequence) and social cognitive (e.g.,
perceived fairness, justice, and vicarious learning) theories.

Although the theory-based implementation guideline would be to depend on and provide
relatively more informal social recognition than formal recognition (as defined at the
beginning of the chapter), it does not rule out the importance of the need for some formal
recognition. Contingently given informal, private social recognition dominates the
reinforcement-based behavioral management approach and has been clearly demonstrated
by empirical research to increase performance (Stajkovic and Luthans, 1997). However,
the more comprehensive social cognitive theory also suggests the importance of
grounding informal, private social recognition in the formal, public recognition domain:
the more objective and fair this formal recognition, the better. The following example
provided by a practicing consultant is indicative of such a social cognitive application
guideline:

If people receive social reinforcement on the four-to-one ratio (a minimum of four socials
to one tangible) and receive reinforcers for behaviors, not only results, they will view the
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tangible as a symbolic representation of appreciation. Then tangibles become items which
serve as reminders of the social reinforcement they have already received. A tangible
reinforcer carries the most impact when it symbolizes the recognized behavior or result.

(Allen, 1994: 25)

Again, reinforcement theory would say that the social recognition is reinforcing per se,
but the social cognitive theory would suggest that the formal recognition is at least
needed once in a while to provide outcome utility (e.g., a raise, promotion, or special
assignment), informative content (what does the organization value), and regulatory
mechanism (forethought on developing strategies to obtain desired outcomes).

Research-based Application Examples

Nelson's (1994) book contains 1,001 real-world examples, a number of which are short
cases of mostly formal recognition programs in well-known firms such as Kodak,
Honeywell, American Express, IBM, GTE, Procter and Gamble, and a host of smaller
organizations. Most of these are richly described with specific individuals and details of
the form of recognition which was used to improve performance. However, only a very
few of these provide any, even descriptive, data on the effectiveness of these formal
recognition programs, and of course none uses research designs or statistical analysis to
test hypotheses or draw causal conclusions. Thus, these examples provide, at best,
anecdotal evidence and testimony on the effectiveness of mostly formal recognition
programs in improving performance.

By contrast, the following examples are representative of our own empirical studies of
manufacturing and service applications using contingent social recognition interventions.
Most of these allow causal conclusions to be drawn on the effectiveness of social
recognition in improving performance. These studies are summarized and largely drawn
from Luthans (1992: 247–56) and generally followed the five step OB Mod. model
(identify, measure, functionally analyze, intervene with contingent social recognition,
sometimes in combination with feedback, and evaluate) (Luthans and Kreitner, 1975,
1985; Stajkovic and Luthans, 1997; Luthans and Stajkovic, 1999).

Medium-size light manufacturing firm

This field study conducted by Ottemann and Luthans had two matched groups
(experimental and control) of nine production supervisors each. The experimental group
received training in classic behavioral management by the researchers. The intervention
involved supervisors’ social recognition contingent upon their workers exhibiting the
identified performance-related behaviors. On the charts kept by each trainee (step 2 of the
OB Mod. behavioral management approach) it was clearly shown that in all cases they
were able to change critical performance-related employee behaviors. Examples of
behavioral changes accomplished by the supervisors included decreasing the number of
complaints, reducing the group scrap rate, decreasing the number of overlooked defective
pieces, and reducing the assembly reject rate. The most important result of the study,
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however, was the significant impact that the social recognition intervention had on the
performance of the supervisors’ departments. It was found that the experimental group's
departments (those in which the supervisors used the social recognition intervention in
their behavioral management) significantly outperformed the control group's departments.

Large-size manufacturing plant (supplier to the telecommunications industry)

This study started off as a replication of the study summarized above, but was disrupted
by labor relations conflict and a strike at the national level preventing completion of the
full analysis. However, the following summarizes some typical cases of behavioral
change that occurred in the production unit of this manufacturing firm through contingent
social recognition:

 1 Use of idle time. One supervisor had a worker with a lot of idle time. Instead of
using this time productively by helping others, the worker would pretend to look
busy and stretch out the day. The supervisor intervened by giving the worker
social recognition contingent upon the worker's helping out at other jobs during
idle time. This approach dramatically increased the worker's productive use of
idle time.

 2 Low performer. A production worker in one of the supervisor's departments was
producing below standard (80.3 percent of standard over a six-month period). The
low performance was not deemed to be an ability, technical, training, or standards
problem. After analyzing the situation, the supervisor used an intervention of
social recognition to increase the types of behaviors that would lead to higher
output. This intervention resulted in a 93 percent of standard performance level,
with no decrease in quality.

 3 Group quality. One supervisor had a problem with the quality of work in his
department. Objective measurement verified this problem. After analyzing the
situation, the supervisor used social recognition on the group as a whole. Shortly
after the use of this intervention strategy, the group attained the quality standard
for the first time in three years.

 4 Group attendance. Another supervisor felt that he had an attendance problem in
his department. Objective measurement revealed 92 percent attendance, which
was not as big a problem as he had thought. However, he established the goal of
100 percent. After he used contingent social recognition on the group, 100 percent
attendance was attained rapidly. An interesting anecdote told by this supervisor
was that one of his workers was riding to work from a small town in a car pool
early one morning when they hit a deer. The car was disabled by the accident. Co-
workers who worked in other departments in the plant and were also riding in the
car pool called relatives and went back home for the day. This worker, however,
did not want to ruin the 100 percent attendance record, so she hitchhiked to work
by herself and made it on time.

 5 Problem with another department. One supervisor felt that the performance of
his department was being adversely affected by the unrecoverable time of truck-
lift operators who were not directly under his supervision. After obtaining
objective measurement and conducting an analysis of the situation, the supervisor



decided to use social recognition with the informal group leader and the
supervisor of the truck-lift operators. The intervention substantially reduced the
unrecoverable time affecting the operational performance of his department.

These five examples are only representative of the types of behavior that the supervisors
using a social recognition intervention were able to change. Cumulatively, such
individual behavioral projects were able to improve the overall performance of these
supervisors’ departments.

Largest meat-packing plant in the world

This study was conducted by Luthans, Maciag and Rosenkrantz in the very tough, labor
intensive meat-packing industry. In the largest packing plant in the world (in terms of
employees and output), 135 production supervisors were trained by the researchers in
classic behavioral management and used social recognition as the intervention. The
recognition was contingently applied by the trained supervisors to identified employee-
desired behaviors such as performing a particular operation more efficiently and
delivering a certain piece of material in a more timely manner.

This behavioral management with social recognition as the intervention had a positive
impact on all product areas in which it was applied. There was wide variation, but utility
analysis indicated that although there was only a 2 percent gain in product 2, this still
translated to an annualized value of nearly $900,000 in this company, and the 1.4 percent
gain in product 6 equated to an annualized value of about $750,000. The projected annual
values of the productivity gains in other product areas were estimated for this company as
follows: product 1: $259,000; product 3: $510,000; product 4: $371,000; and product 5:
an impressive overall $2.276 million gain.

Large comprehensive hospital

This hospital study in the fast-growing, but much less structured than manufacturing,
healthcare industry was conducted by Snyder and Luthans. As in the manufacturing
applications, 11 supervisors from medical service, business, and operations units were
trained by the researchers in behavioral management and used contingent social
recognition as the intervention. The results showed that there was improvement in all the
performance measures. For example, over the two months of the intervention, emergency
room registration errors (per day) decreased by 76 percent; medical records errors (per
person per audit) decreased by 97 percent; average output of transcriptionists increased
by 2 percent; EKG procedures accomplished increased by 11 percent; drug output (doses)
in pharmacy increased by 21 percent and waste decreased by 25 percent; retake rates
(percent) in radiology decreased by 11 percent; and in the admitting office time to admit
decreased by 69 percent and average cost decreased by 22 percent. In other words, the
social recognition was effective in modifying a broad range of performance-related
behaviors in a hospital setting. This approach seemed to affect both the quality and the
quantity performance measures. Moreover, the data indicate that each of the trained



supervisors was successful in applying contingent social recognition, despite the whole
range of complex situations encountered.

The teller line in a bank

Unlike the manufacturing and even the hospital applications, which had specific
performance outcome measures, this service application conducted by Luthans, Fox, and
Davis measured teller–customer quality service interactions as rated by customers. The
experimental group in this study was the teller line at a branch of a medium-sized bank
and the control group were the tellers at another branch of the same bank. The researchers
gathered pre-intervention, intervention, and post-intervention data unobtrusively (around
the corner from the teller line) from customers right after the interaction with the tellers
in both the experimental and control groups. The customers rated the service they
received according to six key dimensions that were identified from the service literature
and this bank's management as being most important: greeting, eye contact, speed of
service, degree of help offered, personal recognition of the customer, and appreciation for
the customers’ business. An overall perception of the quality service for the transaction
was also obtained. These ratings were gathered randomly over a ten-day period in each
phase of the experiment. Since the data were collected out of sight of the tellers, they
were unaware this was happening (follow-up checks indicated this was the case).

The intervention consisted of identifying, fully describing in behavioral terms, and
emphasizing the importance to customer service of the six dimensions to the tellers and
their supervisors in the experimental group. In particular, the supervisors were carefully
instructed by the researchers to provide contingent recognition when observing these six
dimensions being exhibited by their tellers. This recognition was given throughout the
intervention period, but then the recognition was withdrawn in the post-intervention
(reversal) period. The researchers were frequently on site to remind the supervisors
during both phases of the experiment, and manipulation checks verified the procedures
were in effect.

The results indicated that four of the six dimensions (greeting, speed of service, personal
recognition, and appreciation) were significantly higher in the experimental group. The
overall measure of quality service was not different between the control and experimental
groups during pre-intervention, significantly higher for the experimental group during
intervention, and then not different during the post-intervention period when the social
recognition was deliberately withheld by the supervisors. In other words, like the
manufacturing applications, a contingent social recognition intervention seemed to have a
causal positive impact on customer service performance in this bank.

Largest credit card processing operation in the world

In this recent study, Stajkovic and Luthans (2000) examined the relative differences in
effects among monetary incentives, social recognition, and performance feedback on a
routine, low task-complexity job in the largest credit card processing operation in the
world (58 million accounts outsourced from banks, retailers, and e-commerce firms). In
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terms of application procedures, the trained supervisors administered social recognition
contingent upon workers performing the specific behaviors identified in step 1 of the OB
Mod. model. As we have emphasized throughout the chapter, supervisors were explicitly
instructed that administering social recognition and attention was not to be “sugary”
praise or a “pat on the back.” Rather, the intention was to let the worker know that the
supervisor “knew” that he/she was doing the behaviors previously communicated to be
important to performance. For example, the trained supervisors said things such as,
“When I was walking through your area on my way to the front office this morning, I saw
you making a sequence check, that's what we're really concentrating on.” Follow-up
checks indicated this social recognition intervention was indeed taking place.

The results of this study indicated: (a) the monetary incentives had a greater impact on
performance improvement (31.7 percent) than the social recognition (24 percent) and
performance feedback (20 percent); (b) social recognition produced stronger effects on
performance than performance feedback. These findings represent the first time that the
most commonly used incentive motivators such as money, social recognition, and
performance feedback have been empirically shown to have different effect magnitudes
on work performance when all three motivators are applied through the same,
conceptually grounded and empirically verified, methods. Although monetary incentives
had a bigger impact (and this verifies the earlier discussion of moderators that for low-
complexity tasks, social recognition may not be as valued), social recognition still held its
own as being an important way to improve performance.

From no recognition PepsiCo to Tricon cheesehead awards

The research-based applications summarized above all showed an increase in
performance once social recognition was contingently applied. Another type of example
was recently reported in the popular business press.

When Pizza Hut, Taco Bell, and KFC were part of PepsiCo a few years ago, their
managers felt they were “poor cousins” in the corporate giant. They complained of never
receiving any recognition from corporate management for their efforts and performance
suffered. When PepsiCo finally spun off this troubled division, the result was Tricon,
which became the world's largest restaurant company in units and second behind
McDonald's in sales. The President, David Novak, was determined to “make up for the
sins of the past” and tried to revive Tricon with an obsession for recognizing jobs well
done. In his own words, “We want to be the Mary Kay of recognition” (Barron, 1999:
153). Novak doesn't give out pink Cadillacs, but he has sent out thousands of handwritten
thank-you's, flies successful store managers to headquarters and wines and dines them,
and he gives out unusual awards (for example, he gave a Pizza Hut general manager a
foam cheesehead for achieving a crew turnover rate of 56 percent in an industry where
200 percent is normal). As the CEO noted, “I wondered why anyone would be moved by
getting a cheesehead, but I've seen people cry. People love recognition. If I had to do it
over again, I would have done more of this at PepsiCo” (Barron, 1999: 153). Importantly,
since this recognition has been implemented, restaurant operating margins have increased
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from 11 percent under PepsiCo to 16 percent and debt has been cut by $1.7 billion. The
recognition seems to be paying off for Tricon.

Conclusion

The organizational behavior principle for this chapter is that providing social recognition
leads to performance improvement. Social recognition was initially given a theoretical
explanation in reinforcement theory for its universal appeal, but in a more comprehensive
and additive sense, its more complex nature needs further explanation as provided by
social cognitive theory. Recent meta-analytic research reveals that the type of
organization moderates the social recognition-performance relationships. Social cognitive
analysis also suggests that moderators such as task complexity come into play and the
level of self-efficacy may be enhanced by social recognition and support, which in turn
helps predict and explain performance improvement.

Because of the broad appeal and popular use of both informal social recognition and
more formal recognition programs, there are numerous examples and guidelines for
effective implementation. However, in the academic literature, there are surprisingly few
studies that test the impact of social recognition on work performance. The representative
studies summarized here indicate that the principle does seem to hold in both
manufacturing and service applications. However, this chapter also points out the need to
go beyond the reinforcement approach with social cognitive theory explanations and
there are moderators that need to be considered in implementing social recognition in
effective performance management.
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The term procedural justice refers to the perceived fairness of the procedures used to
allocate resources (Greenberg, 1987). This concept was imported to the organizational
sciences by Greenberg and Folger (1983) and Folger and Greenberg (1985) from the field
of socio-legal studies, where it was used to explain disputants’ reactions to the procedures
used to determine the resolution of conflicts (Thibaut and Walker, 1975). The conceptual
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extrapolation was straightforward: when assessing the fairness of organizational
decisions (e.g., the allocation of pay and other resources), employees take into account
not only what those decisions are (i.e., outcomes, such as pay and performance ratings),
but also the manner in which those decisions are made (i.e., procedures).

Although this notion may appear deceptively simple today, in the mid-1980s it
represented a completely new approach to understanding people's perceptions of fairness
in organizations (Greenberg, 1987). At the time, the concept of procedural justice
supplemented the prevailing approach to fairness in the workplace – Adams's equity
theory (1965), which focused on the relative distribution of outcomes (i.e., rewards) and
inputs (i.e., contributions) between individuals. However, because of its excessively
narrow approach, and despite efforts to broaden the theory's scope and applicability to
complex social settings (Walster, Walster, and Berscheid, 1978), theorists raised
questions about equity theory's capacity to answer fundamental questions about fairness
that arise in organizations. Nowhere is this sentiment more clearly expressed than in an
especially influential piece by Leventhal (1980) with the provocative title, “What should
be done with equity theory?”

Not surprisingly, when Greenberg and Folger (1983) and Folger and Greenberg (1985)
introduced the concept of procedural justice to the organizational literature and shared
ideas about its potential applicability, they filled a void for a waiting audience of
scientists who already embraced the idea that fairness was important in the workplace,
but who were dissatisfied with the narrow approach offered by equity theory (for more on
the history of organizational justice concepts, see Byrne and Cropanzano, 2000). Since
the mid-1980s research and theory on procedural justice has developed rapidly – so much
so, in fact, that this topic is now one of the most popularly researched areas in the field of
organizational behavior (Colguitt, Conlon, Wesson, Porter, and Ng, in press; Cropanzano
and Greenberg, 1997).

From among the many research findings regarding procedural justice reported in recent
years has emerged a phenomenon that is sufficiently robust to be considered a principle
of organizational behavior: Fair procedures enhance acceptance of organizational
outcomes. That is to say, people are inclined to accept the results of organizational
decisions they believe are made using procedures they believe are fair. For example, in a
large-scale survey study Alexander and Ruderman (1987) found that the more employees
believed their companies used fair procedures (as defined in various ways), the more
positively they evaluated their supervisors, the more they trusted management, and the
less inclined they were to leave their jobs (for a review of similar findings, see Lind and
Tyler, 1988).

Two questions arise in this connection: (1) How do people define “fair procedures”? and
(2) What specific organizational outcomes are affected? Research bearing on this
principle addresses the definitional question by distinguishing between the manner –
structural or social – in which procedural fairness is promoted. This distinction,
introduced by Greenberg (1993a), may be framed as two sub-principles. My discussion of
these sub-principles will address the outcome question by highlighting the wide variety of
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organizational outcomes to which people's reactions are influenced by their perceptions
of procedural justice.

Structural and Interpersonal Sub-principles

The first sub-principle is based on structural determinants of fairness – that is, contextual
factors affecting how resource allocation decisions are made. The second sub-principle
focuses on interpersonal determinants of fairness, which focuses on the way individuals
are treated in the course of making allocation decisions.

Structural determinants of procedural justice

Following from Thibaut and Walker's (1975) pioneering socio-legal research, the earliest
determinant of procedural justice to be considered in organizations was voice in
organizational decisions. Specifically, it has been established that people better accept
organizational decisions to the extent that they have a say in determining them – even if
they cannot control the outcomes directly (Greenberg and Folger, 1983). A second set of
structural criteria has been identified by Leventhal, Karuza, and Fry's (1980) procedural
preferences model. Specifically, this approach claims that fairness is promoted by
procedures that: are applied consistently, suppress bias, are based on accurate information,
may be corrected, are representative of the interests of all parties, and follow prevailing
ethical standards. In general, we know that people better accept organizational decisions
to the extent that they have been made using these criteria (Greenberg, 1986a).

Several lines of research illustrate these structural sub-criteria of procedural justice.
Among the earliest findings applying procedural justice to organizational settings were
those showing that employees responded positively to performance appraisal procedures
in which they exercised voice – that is, systems that gave them some say in how their
evaluations were determined. For example, studies have found that employees’ opinions
of their companies’ appraisal systems are positively correlated to their beliefs about the
opportunities they have to express their own viewpoints (Dipboye and de Pontbraind,
1981; Lissak, 1983) – even when controlling for the outcomes from those systems (Landy,
Barnes-Farrell, and Cleveland, 1980). More recent research has shown that voice is just
one of several procedural factors – such as adequate notice, fair hearing, and judgment
based on evidence – that enhance perceptions of performance appraisal systems and the
decisions resulting from them (Folger and Cropanzano, 1998).

Additional research has shown that procedural variables similar to those identified by
Thibaut and Walker (1975) and by Leventhal et al. (1980) also account for employees’
reactions to other organizational phenomena. For example, Kim and Mauborgne (1993)
have noted that employees’ acceptance of their companies’ strategic plans is enhanced to
the extent that they are able to engage in bilateral communication and are given an
opportunity to refute ideas. Similarly, personnel policies, such as the procedures used to
screen employees for drug use (Konovsky and Cropanzano, 1993) and those used to
make personnel selection decisions (Gilliland, 1994) are better accepted to the degree that
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they incorporate various procedural elements, such as accuracy, allowing for corrections,
and providing opportunities for voice.

Two different explanations have been advanced to account for these findings (for an
overview, see Cropanzano and Greenberg, 1997). First, the instrumental (or self-interest)
model asserts that procedures that provide voice and that base decisions on accurate
information that is consistently applied are ones that are in all employees’ long-term best
interest (Tyler, 1987). And, to the extent that employees believe these procedures will
benefit them, they are likely to accept them and the decisions resulting from them. A
second orientation, the relational (or group-value) model, substitutes an interpersonally
oriented approach for this rational-economic one. Specifically, this model focuses on the
social status and self-esteem that people derive from their interactions with groups.
People value long-term relationships with groups, which leads them to value procedures
that promote group solidarity. Procedures that incorporate the various structural elements
we have discussed are important in this regard insofar as they cultivate the impression
that the decision-maker is unbiased, trustworthy, and acting in a way that affirms the
individual's standing as a group member (Tyler and Lind, 1992). Research supports both
approaches, leading scientists to view them as complementary, rather than competing
explanations. As Cropanzano and Greenberg (1997) have concluded, “Both perspectives
provide important insight into the underlying reasons why procedural justice has been
shown to be so important in organizations” (p. 336).

Interpersonal determinants of procedural justice

Inspired by the work of Bies and his associates (Bies and Moag, 1986; Greenberg, Bies,
and Eskew, 1991), scientists have recognized that people perceive fair procedures not
only in terms of the structural mechanisms through which decisions are made, but also by
the interpersonal treatment they receive in the course of making those decisions.
Illustrating this phenomenon, Greenberg (1990a) found that employees who felt
underpaid (because of a temporary pay cut) expressed their dissatisfaction by stealing
twice as much from their company when officials treated them in a distant and uncaring
manner while announcing the pay cut as compared to when officials treated them with
dignity and respect. The manner of treatment affected the employees’ fairness
perceptions and their willingness to act on those perceptions by stealing company
property: the same exact pay cuts were better accepted by employees who were given the
bad news in a kind and caring manner. This illustrates the second sub-principle of
procedural justice: People better accept organizational outcomes to the extent that they
have been treated positively in the course of introducing those outcomes.

Research has established that two determinants of “positive” interpersonal treatment are
responsible for mitigating people's negative reactions to undesirable outcomes: (1) social
sensitivity – the extent to which people believe they have been treated with dignity and
respect, and (2) informational justification – the extent to which people believe they have
adequate information about the procedures affecting them. For example, in a lab study,
Greenberg (1993b) manipulated each of these factors independently after violating
participants’ expectations by paying them less than expected. The participants then were
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given an opportunity to retaliate anonymously by taking money back from the researcher.
It was found that retaliation was lower when the underpayment was explained in a highly
sensitive manner as opposed to an insensitive manner, and when a thorough explanation
was given for the unexpected turn of events than when a superficial explanation was
offered. In fact, the lowest overall rate of retaliation occurred when levels of both social
sensitivity and information were high. This positive interpersonal treatment mitigated
participants’ beliefs about the unfairness of the same undesirable outcomes, leading them
to accept those outcomes and diminishing their motivation to retaliate.

Another study by Greenberg (1994) demonstrated an identical effect in an organization
that was about to introduce a smoking ban. This policy change (which is likely to be
rejected by smokers) was introduced in a manner that systematically manipulated the
amount of information about the need for the smoking ban as well as the level of
sensitivity expressed for the difficulty the ban was likely to create for smokers.
Employees who smoked expressed greater willingness to go along with the ban when it
was thoroughly explained and when it was presented in a socially sensitive manner.
However, low levels of each of these variables led smokers to reject the smoking ban –
especially when they occurred together. The hardship endured by the smokers as they
faced this policy change was mitigated by the use of interpersonally fair procedures.

In yet another setting, Lind, Greenberg, Scott, and Welchans (in press) interviewed
almost 1,000 unemployed people about their reactions to being fired or laid off from their
jobs. The better the explanations respondents believed they received about the
termination decision, and the more dignity and respect they received in the course of
being let go, the better they accepted the termination decision. Importantly, these feelings
were predictive of a key indicant of acceptance – bringing legal suit on the grounds of
wrongful termination. Specifically, individuals who believed they were treated in a
dignified manner by company officials in the course of being terminated and who
believed that the explanations they received about the termination decision were adequate
were significantly less inclined to bring suit against their former employers for wrongful
termination than those who received more superficial explanations delivered in a less
sensitive manner.

The processes underlying these effects have received attention from several theorists. For
example, the relational (or group value) model (Tyler and Lind, 1992) identified earlier is
clearly relevant insofar as it explains how positive interpersonal treatment may send a
message to employees about their standing in groups that are important to them. It also is
possible that people who are harmed by outcomes (pay cuts, smoking bans, and job
termination in the above examples) are highly sensitive to information in their
environments that sheds light on what is happening to them, leading them to seek and to
listen to any available explanations (Schaubroeck, May, and Brown, 1994). When these
explanations are presented by an organizational agent in a caring and sensitive manner,
the message is sent that the company's intent is not malicious, discouraging employees
from taking extreme measures (e.g., stealing and suing) to express their dissatisfaction
with procedures. Indeed, research has shown that simply delivering negative outcomes
(e.g., pay cuts) is insufficient to trigger most people's tendencies to behave aggressively
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in organizations. Rather, such extreme reactions tend to occur only when the “insult of
insensitive treatment” is added to the “injury of undesirable outcomes” (Greenberg and
Alge, 1998). In short, it is clear that people are highly sensitive to the social manner in
which organizational decisions are made, and that this is a key element of their
perceptions of fairness in the workplace – and their willingness to redress perceived
unfairness.

Special Cases and Exceptions

Having described the central principle of procedural justice and its two major sub-
principles, the stage now is set to identify several key qualifying conditions under which
they are likely to occur.

Outcome valence

Research has established that procedural justice's effects on the acceptance of
organizational outcomes are qualified by the valence of the outcomes involved (Brockner
and Weisenfeld, 1996). Specifically, fair procedures matter more to people when
outcomes are negative than when they are positive. Generally, employees receiving
positive outcomes tend to be so pleased with what they got that they are unconcerned
with how they got it. However, concerns about procedure become salient when outcomes
are negative. After all, people who don't receive what they want are likely to ask “why?”
and the answers they seek are likely to be framed in terms of the procedures used to
determine those outcomes. As Greenberg (1986b) has explained, people may feel that it
is inappropriate to express their dissatisfaction with undesirable outcomes for fear of
appearing to be “sore losers,” but that it almost always is appropriate to ask questions
about “how” outcomes were determined. Indeed, the basis for appealing grades in most
universities and the verdicts of court cases is based not on dissatisfaction with the
outcomes (although this may be the underlying motive for the appeal), but on the
propriety of the procedures used to determine them. And, because procedures hold the
key to understanding outcomes, their salience is heightened when outcomes are negative.

Although procedural justice might matter more when outcomes are negative than when
positive, this applies to people's acceptance of organizational outcomes, but not to
organizations themselves. Indeed, high levels of procedural justice can have beneficial
effects on commitment to the organization in question even when outcomes are positive.
For example, Greenberg (1994) found that a smoking ban that was explained fairly had
stronger effects on smokers (for whom the impact was negative) than on non-smokers
(for whom the impact was positive). However, both smokers and non-smokers expressed
high levels of commitment to the organization when it used fair procedures. Apparently,
organizations that use fair procedures send strong messages about their underlying
commitment to fairness, which enhances employees’ commitment to the organization
regardless of the outcomes they receive from it.

The limits of voice
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If the granting of voice enhances acceptance of outcomes, then it may be assumed that
more voice promotes greater acceptance. However, recent research suggests that such an
assumption is fallacious. Specifically, two studies have shown that the benefits of the
magnitude of voice are non-linear. For example, Hunton, Wall, and Price (1998)
conducted a study in which they manipulated the number of supervisory decisions (0, 5,
10, 15, or 20) over which participants were given voice. Participants expressed greater
satisfaction with decisions over which they had any degree of voice than decisions over
which they had no voice at all. However, increasing levels of voice (from 5 through 20)
had no effects whatsoever. These data suggest that the benefits associated with voice
appear to be a simple binary matter rather than a matter of degree.

Additional evidence suggests that under some conditions, at least, high levels of voice
actually may reduce satisfaction with outcomes. Notably, Peterson (1999) measured
laboratory subjects’ satisfaction with leaders in situations in which the parties were in
conflict with each other over group decision problems. Corroborating other studies,
Peterson (1999) found that satisfaction was greater among participants who were given
an opportunity to explain their suggestions for solving a group problem (moderate voice
condition) than those who were not given any such opportunity (no voice condition).
However, he also found that when leaders gave participants surprisingly high levels of
voice, participants believed that the leader was behaving inappropriately by relinquishing
his or her power, and were less satisfied than they were in the moderate voice condition.
In other words, Peterson (1999) found that satisfaction had an inverted-U relationship
with magnitude of voice.

Because the findings of Hunton et al. (1998) and Peterson (1999) are new and have not
been replicated, it is unclear how generalizable they are to other settings. However, they
lead us to be cautious about the limits of the effects of voice that have been described in
the literature to date.

Voice and social sensitivity must be sincere

In addition to qualifications regarding the amount of voice given, another qualification of
the principle of procedural justice concerns the sincerity of voice. Specifically, granting
employees a voice in the making of decisions leads them to believe that their voice will
be listened to, which raises their expectations about the outcomes they will receive.
Accordingly, employees who believe that the voice they are offered is insincere (such as
would be the case if no one is listening to them) will not be satisfied with the resulting
outcomes. In fact, insofar as employees’ expectations about the outcomes first are raised,
but later are dashed when confronted with a less positive reality, they may be more
dissatisfied than they would be if their expectations were never raised in the first place –
a phenomenon called the “frustration effect” (Greenberg and Folger, 1983). Not
surprisingly, the practice of falsely creating the illusion of voice in the workplace is
considered unwise insofar as it may backfire, leading employees to reject not only the
outcomes, but the organization itself (Greenberg, 1990b).
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The negative effects of insincerity also may be seen in the case of explanations for
undesirable organizational outcomes. In other words, for perceptions of procedural justice
to be enhanced by the issuing of explanations for outcomes, it is necessary for those
explanations to be not only accurate and thorough, but also to be perceived as genuine
and sincere (Shapiro, Buttner, and Barry, 1994). Should employees suspect that the
explanations they are receiving about outcomes are insincere – or worse, manipulative –
the benefits of providing explanations are negated. In fact, under such circumstances, the
organizational agent's manipulative intent is likely to reflect negatively on impressions of
the organization itself, making matters worse (Greenberg, 1990b). In other words, unless
employees are convinced that their superiors are “being straight” with them, the use of
explanations is likely to backfire.

Issues in Implementation

Having established what can be done to promote procedural justice in the workplace and
the benefits of doing so, it is worthwhile to consider matters of implementation. In other
words, we may ask if people actually do seek to establish procedural justice in
organizations, and if so, how they go about doing so. I now will address these questions.

When do people follow interpersonally fair procedures?

Advising managers to follow interpersonally fair procedures is a curious business. My
experience has been that those who don't reject the advice as being too commonsensical
to be useful reject it on the grounds that they already treat people with dignity and respect.
Although managers may articulate the wisdom of treating their employees in this manner,
recent evidence suggest that they do not always do so.

Demonstrating this, Folger and Skarlicki (1998) had students perform an in-basket
exercise, part of which required them to explain their decisions to lay off employees
under one of two conditions. Either the participants themselves were cited as having
made the bad decisions that made the layoff necessary, or the layoffs were explained as
being the result of unforeseen economic conditions. Participants who believed that the
layoff victims knew that their own mismanagement triggered the layoffs spent
significantly less time explaining their layoff decisions than those who were able to
attribute the layoffs to external conditions. Folger and Skarlicki explain that these
“truncated dismissals” are evidence for “distancing” among people who do not want to
face those they have harmed. These results are interesting insofar as it is the very people
who are responsible for harming others who stand to benefit most by explaining their
actions and apologizing for them. By not doing so, they may be escaping an
uncomfortable situation, but they are not taking advantage of an opportunity to promote
the image of themselves as being fair. In other words, those who most need to be
interpersonally fair may not always be so.

Another recent study suggests that the degree to which people demonstrate interpersonal
sensitivity depends on the reactions of the others to whom they are giving negative
outcomes. Specifically, Korsgaard, Roberson, and Rymph (1998) conducted a lab
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experiment in which participants were required to appraise the performance of co-
workers with whom they worked on a task. Although participants believed that their co-
workers were naïve college students like themselves, they were, in reality, experimental
accomplices who responded in one of two different ways that were carefully scripted to
systematically manipulate assertiveness. In the high assertive condition the co-worker
directly expressed opinions about his or her own performance, cited specific examples to
support those opinions, and asked for clarification. Non-verbally, they also maintained
high levels of eye contact and maintained a forward body posture. In the low assertive
condition the co-worker acted in an obverse fashion. Participants’ statements to their co-
workers were taped and later coded with respect to the two key dimensions of
interpersonal justice described earlier – the degree of sensitivity and consideration shown,
and the degree to which he or she offered explanations for the performance ratings given.
Korsegaard and her associates found that participants demonstrated significantly higher
degrees of interpersonally fair behavior in response to assertive co-workers than to non-
assertive co-workers. Apparently, the assertive style was effective in getting others to be
more forthcoming with explanations that helped explain the situations they faced.

It is important to note that both the Folger and Skarlicki (1998) study and the Korsgaard
et al. (1998) study are recent laboratory investigations whose results have not been tested
for generalizability. As such, it may be premature to paint a completely clear picture of
the conditions under which managers will behave in an interpersonally fair manner.
However, it is apparent that various conditions mitigate the tendency to do so.

Training managers in procedural justice

Acknowledging that it is in their own best interest for managers to follow the principles
of procedural justice outlined here, officials from several companies recently have
allowed organizational researchers to train supervisory personnel in ways of enhancing
procedural justice. The effectiveness of these training efforts has been documented in the
literature.

For example, Cole and Latham (1997) trained 71 unionized Canadian supervisors on six
key aspects of procedural justice whose relevance to disciplinary settings had been
established earlier (Ball, 1991): (1) explanation of the performance problem, (2) the
demeanor of the supervisor, (3) subordinates’ control over the process, (4) arbitrariness,
(5) employee counseling, and (6) privacy. The training consisted of role-playing
exercises conducted in small groups held over five half-days. To assess the effectiveness
of the training, two groups of expert judges evaluated the behavior of the supervisors who
role-played supervisors administering discipline in various test scenarios. Not only did
the judges agree that managers who were trained behaved more fairly than those in an
untrained, control group, but they also predicted that the trained group would perform
better as supervisors than the control group. Although Cole and Latham's (1997) findings
do not assess the effectiveness of training on the job, they suggest that managers can be
trained to emulate specific behaviors that enhance procedural justice.
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However, two additional studies have shown that managers trained in various aspects of
procedural justice do, in fact, behave in ways that yield beneficial organizational results.
For example, Skarlicki and Latham (1996) trained managers in various aspects of
procedural justice in an effort to enhance the level of organizational citizenship behavior
(OCB) among a group of union laborers. The managers were trained on various
determinants of procedural justice, including ways of providing voice, and techniques for
facilitating the fairness of the social interaction between labor and management. Training
consisted of lecture, case study, role-playing, and group discussions conducted in four
three-hour sessions held over a three-week period. Three months after training, incidents
of OCB were found to be higher among employees of the trained managers than the
untrained ones, suggesting that OCB can be enhanced directly by training managers to
behave fairly toward their employees.

In another study, Greenberg (1999) trained managers of retail stores in ways of enhancing
procedural justice after noting that store employees were highly dissatisfied with their
jobs and expressed these feelings by stealing merchandise. Not only did employees
describe their managers as being disrespectful, uncaring, insensitive, and generally
unconcerned with their welfare, but they also reported that supervisory personnel
routinely failed to involve them in decisions, keeping them in the dark about the
underlying reasons for various company policies. In short, levels of procedural justice
were low. Greenberg (1999) designed an intervention to turn this around by
systematically training managers in techniques of delegation, supportive communication,
and other aspects of procedural justice. The training occurred in one store (randomly
selected from several in the chain) for two hours per week over an eight-week period. It
consisted of involving the participants in a variety of role-playing exercises, having them
read and analyze several cases, and discussing managerial problems at their stores.

Compared to a second store location whose managers received training on an unrelated
topic, and a third in which managers received no training at all, Greenberg (1999) found
that the training was effective not only at improving employees’ job satisfaction,
commitment, and turnover intentions, but also at cutting the rate of employee theft in half!
Expressing the importance of fair interpersonal treatment in this regard, one employee
interviewed in a focus group said, “[my supervisor] used to be a real SOB, and I hated
working for him, so I stole every chance I got. Now, he's so kind to me, I'd feel bad about
taking anything.”

Taken together, these studies reveal that managers may be trained effectively in
techniques for enhancing procedural justice and that such training is effective in
improving various aspects of organizational functioning. Because these efforts are recent,
we cannot determine how long-lasting the benefits may be. Also, because there have been
so few investigations in this area, we do not know precisely what forms of training are
most effective at improving specific dependent variables. Despite these uncertainties, it
appears that the benefits of systematically attempting to promote procedural justice in
organizations are very promising.
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Procedural Justice and Injustice in Action: Some Case
Examples

The various principles I have described may be illustrated by several real-life examples
reported in the popular press. These examples illustrate both the benefits that result from
promoting procedural justice and the problems that result from violating procedural
justice.

Promoting procedural justice: making professional football fair

Several recent rule changes by the National Football League (NFL) illustrate the
importance of granting voice in organizational decisions, and of the roles of correctability
and accuracy in ensuring procedural justice.

The NFL's instant replay rule: the role of correctability. After a seven-year hiatus, in
1999, the NFL reinstated a rule that gives coaches an opportunity to challenge (with
various restrictions) the judgments of field officials they believe were erroneous.
Officials are given 90 seconds to watch a replay of the play in question and to decide
whether or not to reverse their initial judgment (National Football League, 1999).
Pressure on the league to reintroduce this procedure resulted from public outcries of
unfairness that followed from several patently erroneous calls by officials that would
have changed the outcome of several games during the 1998 season. The appeal of the
instant replay rule as a device for maintaining fairness in football follows from the
Leventhal et al. (1980) correctability rule: Fair procedures are ones that can be corrected
if proven to be in error.

The NFL's modified coin-toss procedure: the quest for accuracy. On December 6, 1998,
the NFL altered the procedure it used to determine which team would determine whether
it wanted to begin the game by kicking or receiving the football. According to the old
procedure, as the referee threw a coin into the air a designated captain of the visiting team
called heads or tails. If the coin landed with the side identified facing up, that player's
team would have the option. However, if the captain lost the toss, the opposing team had
the option.

Although this procedure had worked well for 22 years, a critical incident occurred on the
Thanksgiving Day 1998 game between the Pittsburgh Steelers and the Detroit Lions
(National Football League, 1998). Apparently, referee Phil Luckett misunderstood the
call made by Pittsburgh's Jerome Bettis, leading the Steelers to lose the coin toss that
opened the critical overtime period. Television replays appeared to have Bettis calling
tails as the coin was in the air, only to have the referee award the ball to the Lions after
the coin landed tails.

To avoid future occurrences of what NFL Commissioner Paul Tabliabue referred to as
“an unfortunate incident,” league officials changed the coin-toss procedure. According to
the new procedure, the heads-or-tails call is made in advance of the coin toss, thereby
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allowing any uncertainties to be addressed before the outcome is known. As a further
safeguard, two additional officials, the back judge and the field judge, will provide a
check, if needed, by witnessing the ceremony. Under the old procedure, these officials
merely escorted the team captains to mid-field, but did not remain there for the coin toss.

Although these minute procedural details may appear to be trivial to the uninitiated, any
football fan will argue otherwise. To the extent that critical outcomes in the big business
of professional football may hinge on such decisions, it is crucial to base them on the
fairest possible procedures. Indeed, what NFL officials appear to be doing is evoking the
Leventhal et al. (1980) accuracy rule. As simple as it may be, it's clear that the NFL
sought to tinker with the coin-toss procedure so as to make it as accurate – hence as fair –
as possible.

The dangers of violating procedural justice

Several interesting cases illustrate the kinds of problems that may result in organizations
whose leaders are insensitive to matters of procedural justice.

New York City taxi drivers strike: the importance of voice. On May 12, 1998, most of
New York City's 44,000 taxi drivers staged a one-day strike that all but paralyzed
commuting within the US's largest city (Allen, 1998). The action was in response to
Mayor Rudolph W. Giuliani's imposition of new safety rules, which included: requiring
drivers to take a defensive driving class, raising the fines for smoking in a cab, and
revoking their taxi license for being convicted of too many moving violations. Most
drivers did not oppose these rules. However, they were very threatened by the unilateral
manner in which the mayor imposed them. In the words of a union official representing
several thousand drivers, “We are not questioning the regulations, we are questioning the
fashion” (p. C1).

Therein lies the problem. Because Mayor Giuliani failed to give the drivers a voice in
policies affecting them, they felt that they were unfairly treated, leading them to protest
as they did – and souring relations between cab drivers and city officials. Ironically,
insofar as most drivers believed the mayor's plan to be reasonable, the protest could have
been avoided by simply giving the drivers a voice in determining the rules governing
their operation. Perhaps Mayor Giuliani should have familiarized himself with research
on procedural justice!

The firing of a college football coach: the importance of information. As might be
expected on any late fall day in Columbus, Ohio, the talk around town in mid-November,
1987 centered on the Ohio State University's (OSU) impending football game against its
arch-rival, the University of Michigan. One week before the big game, however,
something happened that transformed that chatter from statistics about the number of
yards likely to be gained by the offense to figures about the number of dollars likely to be
awarded in an impending legal settlement. The critical incident was the sudden firing of
OSU's football coach, Earle Bruce, by University President Edward Jennings.
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Naturally, this dramatic incident sparked public curiosity, especially given its timing.
However, curiosity turned to moral outrage when President Jennings, citing the need to
keep personnel matters private, refused to explain the reasons for his sudden decision.
Analyzing this incident, Lewicki (1988) noted that leaders of public organizations with
highly visible performance and large constituencies, such as OSU, need to be sensitive to
perceptions of the fairness of their actions. By not providing an adequate explanation for
his dramatic decision, President Jennings violated the public's consensually perceived
“right” of full disclosure, leading him to be labeled as unfair and eroding his public
support. This case suggests that it is not only the victims of undesirable outcomes
themselves, but also their supporters, for whom fairness demands dear information about
the basis for outcome decisions. (By the way, as a show of support for their outgoing
coach, and spurred by feelings of outrage, OSU players went on to defeat their rivals!)

The James Dailey case: an extreme reaction to insensitive treatment. Although most
people are quietly resigned to losing their battles with government bureaucracies, every
once in a while someone feels pushed to the brink of desperation and takes things too far.
That was the case with James L. Dailey when, on November 13, 1996, he entered the
Columbus office of the Ohio Bureau of Workers’ Compensation (BWC) with several
guns and cans of gasoline in hand, and took three employees hostage. Curiously, the story
Dailey told after being overcome by SWAT officers almost eight hours later led the
public to view him as a sympathetic figure rather than a violent madman (Stephens,
Cadwallader, and Baird, 1996).

Dailey had injured his neck and back while on the job four years earlier. From then
through the time he exploded in rage, Dailey fought constant battles with the BWC for
relief. His claims for benefits were granted intermittently, but only after appealing several
rejection decisions. Then, after Dailey's benefits had run out, the BWC held two hearings
resulting in a final ruling to terminate his compensation permanently. Desperate for
money, Dailey was distraught, but this alone didn't trigger his aggressive behavior. What
pushed Dailey to the brink was his belief that the government agency that ostensibly
existed to help him was being unfair by not showing any interest in him (Doulin, St. Clair,
and Baird, 1996). Instead, the BWC came across as cold and unsympathetic, and more
concerned with saving money than with offering assistance. This image was prompted by
what Dailey saw as giving mere perfunctory attention to his case – “going through the
motions” to “make it look good,” but planning in advance to discount or not consider the
relevant medical evidence.

Although no one condoned Dailey's actions, the public readily understood his frustrations
and empathized with the unfair treatment he received. Many sympathetic citizens
contributed to a fund to help Dailey's family while he fought eight felony counts. One
anonymous citizen even paid the $50,000 bail bond that enabled Dailey to be released
from jail so he could spend Christmas with his family (Cadwallader, 1996). What made
this accused felon a sympathetic character is that people readily related to how little guys
often get beaten by uncaring, heartless government agencies like the BWC. The insult of
a denied claim that Dailey faced was added to by the injury of the insensitive treatment
he received in the course of this decision being made. Although Dailey's reactions are
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more extreme than most, the frustration he expressed is in keeping with the negative
reactions to insensitive treatment demonstrated in the research reviewed here.

Conclusion

There can be no doubt that in less than two decades the concept of procedural justice has
advanced with remarkable speed (Colguitt et al., in press), especially given the glacial
pace at which most scientific ideas develop. In relatively short time we have moved from
extrapolating that the borrowed concept of procedural justice may be relevant to
organizations (Greenberg and Folger, 1983), to acknowledging that it does, in fact,
explain behavior in organizations (Greenberg and Tyler, 1987), to recognizing its central
role in promoting organizational well-being (Greenberg, 1996). Now, by acknowledging
its status as a construct around which a guiding principle of organizational behavior may
be identified, it is clear that procedural justice has emerged from the awkward intellectual
adolescent it was considered to be only a few years ago (Greenberg, 1993c) to mature
scientific adulthood.
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The basic principle we propose here is that teams should be composed of individuals who
can effectively carry out external boundary activity. The central argument is that teams
need people who can bridge to the outside – people who can get resources, negotiate
agreements, and know who to contact for expertise. A number of studies (cf. Ancona and
Caldwell, 1992; Gladstein, 1984; Hansen, 1999) have shown that external boundary
activity is a key predictor of team performance. Therefore, an important element in
deciding on a team's composition should be to ensure that such activity takes place.

This principle is very broad. In our view, it applies most directly to temporary teams or
taskforces that are created for a particular purpose and then transfer their work product to
others within the organization. Typically, these teams draw on resources and information
throughout the organization and often must gain the support of other entities within the
organization if they are to be successful.

However, composing a team to deal with external issues is increasingly important for a
broad range of teams. As organizations get flatter, more global, and more cross-
functional, fewer work groups can remain isolated and focus solely on internal activity
and work. The greater the complexity of the work and the higher the interdependence
with other organization units, the more the team will need to engage in a complex web of
external relationships to manage the coordination, knowledge transfer, and political
maneuvering necessary to get its tasks accomplished.

Justification of the Principle

It is our assertion that the external activities of interdependent organization teams are
related to their performance. Although relatively little research has directly addressed this
issue – in part because many of our theories of group activities were developed using
laboratory groups that do not have external links – the notion that groups require effective
interaction with external systems has its roots in the writings of early social psychologists
(cf. Homans, 1950; Lewin, 1951). This general idea was expanded throughout the 1970s
and early 1980s by open systems theorists (Katz and Kahn, 1978), researchers studying
boundary spanning behavior (Roberts and O'Reilly, 1979; Tushman, 1977), and writings
on autonomous work groups (cf. Cummings, 1978).
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More direct empirical support for this assertion comes from several arenas. Those
studying innovation have written extensively about the transfer of technical information
across boundaries (Allen, 1971, 1984; Aldrich and Herker, 1977; Katz and Tushman,
1979). In general, those results showed that in R&D teams with uncertain tasks,
boundary-spanning activity was related to performance. Those studying manufacturing
product and process development projects have found a positive relation between
external interactions and manager ratings of performance, as have those studying product
development team performance (cf. Scott, 1997).

We also assert that it is not simply the frequency of external communication that is
important but rather the content of that communication. Frequent communication with
outsiders may be necessary for effective boundary management but it alone is not
sufficient. The content and quality of interactions with outsiders will determine whether
the team is able to tap into the power structure of the firm, understand and manage how
the team's outputs fit into the broader workflow of the organization, and gain the
information and the expertise from outside the team's boundaries that are necessary for
success. In a study of 45 product development teams, we found that team members
engaged in different activities in dealing with outside groups, and it was the extent to
which team members engaged in these activities that was related to team performance.
We found that effectiveness in product development was most likely when team members
engaged in two sets of activities: (1) those that were designed to promote the team and
secure resources; and (2) those that led to tighter links with other groups linked through
the workflow. The frequency of communication with outsiders as such was unrelated to
the performance of the teams. Interestingly, we also found that performance was
negatively related to the frequency with which groups engaged in broad scanning of the
environment, particularly when these activities were done late in the project (Ancona and
Caldwell, 1992). Once the product idea was developed, the more successful teams cut
down on broad, general communication and increased the number of exchanges aimed at
acquiring specific information or coordinating distinct tasks. Less successful teams
continued to seek out general information about markets and technologies.

Mechanisms for Meeting External Demands

How does one compose a team to meet external demands? Three aspects of team
composition seem particularly relevant: (1) the background characteristics of individual
team members, particularly the functional area to which the individuals are assigned; (2)
the connections of team members to relevant networks inside and outside the
organization; and (3) the configuration and nature of team members’ assignments on the
team. Although background characteristics have been studied extensively in prior
research, we examine their effects on external linkages as well as internal dynamics.
Network connections are the ties members have to individuals outside the group. Such
ties represent the potential resources team members can access. The third component,
team configuration, represents the level of involvement individual members have with the
team.
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The first step in designing a team to meet external demands is to develop an
understanding of the key resources members must acquire from other groups, learn the
expectations others have for the group, and understand how the group's product fits into
the broader strategic initiatives of the firm. In part, this means acquiring knowledge about
the political “struture” of the organization as well as the location of information and
resources that will benefit the group. Clearly, some individuals understand the nature of
this network of information and resources better than others, and this understanding is a
source of power for individuals who have it (Krackhardt, 1990).

Once the critical links between the team and outside groups have been identified, the
team can be formed to meet these critical connections. Three design variables can be used
to manage these connections with other groups. We begin by describing the variables and
then lay out some of the issues to be considered in applying these variables to team
design.

Diversity in function

The first mechanism for designing a team that can effectively manage its boundaries is to
select people for the team who can represent and have expertise in the functional areas
that will contribute to the group's ultimate product. Based on a thorough review of studies
of groups in organizations, Williams and O'Reilly (1998) conclude that teams made up of
members from a variety of functional areas perform at a higher level than teams that do
not have that diversity.

For example, functionally diverse top management teams are more successful in making
administrative innovations (Bantel and Jackson, 1989) and in responding to
environmental shocks (Keck and Tushman, 1993) than are less diverse teams. There
seems to be both an internal and external rationale for the superior performance of
functionally diverse teams. Internally, such teams have a greater collective range of
viewpoints and more information exchange within the team (Glick, Miller, and Huber,
1993) than do less diverse teams. This broader range of shared knowledge and experience
should allow the group to make more creative decisions than when the group has less
information at its disposal. Externally, functionally diverse teams are likely to have
greater communication with those outside the group and more links to external resources
than less diverse groups (Ancona and Caldwell, 1992).

Member's connectins to other groups and individuals

A second tool for managing team boundaries is including individuals on the team who
have connections or relationships with others outside the group. The connections between
individuals in organizations can vary in terms of their strength. A strong tie describes a
relatinship that is characterized by closeness, reciprocation, and substantial time spent
with the other party. A weak tie is a relationship that does not have this level of closeness
and connection (Granovetter, 1973). The nature of the ties within a network leads to
predictable outcomes. Strong ties tend to bond similar people to one another and results
in mutual attachments among the network members. In contrast, networks characterized
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by weak ties tend to be more diffuse and have fewer reciprocal connections (Krackhardt,
1992). Surprisingly, it seems that a mix of strong and weak ties is most beneficial.

The distinction between strong and weak ties is important in understanding how groups
connect to outsiders. Networks that are characterized by strong ties tend to have a great
deal of redundant information. Since team members tend to know the same people, they
tend to learn the same things. Generally members in strong networks tend not to go
outside their networks, in part because maintaining strong ties requires a certain amount
of time and effort. In contrast, networks based on weak ties tend to contain much less
redundant information. When weak ties exist, members of a group tend to know different
people and therefore the group has access to a greater variety of information and contacts.
And because weak ties require less time to maintain than strong ties, group members can
potentially have more of them (Burt, 1992).

Weak ties have the potential of providing the group with access to a great many sources
of information and may therefore help the team identify relevant resources or knowledge
they did not know existed. It is a somewhat different issue when one thinks about how
information and resources may be transferred to the team. Sharing information or a new
technology often requires a substantial amount of effort by the giver. Individuals (or
groups) are likely to be more willing to expend the time and effort to aid someone with
whom they have a close, meaningful relationship – in other words, with whom they have
a strong tie. Thus, composing a team for external boundary-spanning will require some
combination of strong and weak ties.

Team configuration

A third approach to composing a team that effectively manages its boundaries is through
configuring the roles of team members. Most models of teams – particularly those based
on laboratory research – assume equal involvement and commitment of all team members
to the effort. We do not believe this assumption holds true for most teams in
organizations. Composing teams with the assumption that individual members will make
differential contributions to the team's effort provides an effective option for dealing with
boundary management issues.

When teams must deal with a large number of external entities or draw information from
many sources there are alternatives in how the team could be composed. The team could
contain members who represent all these important groups. Doing so has the potential to
eliminate much of the need for boundary activity at the expense of creating a very large
team. On the other hand, a smaller team would not have direct representation from all
relevant groups and would therefore require greater boundary activity to guarantee
success. An effective way of dealing with the need for including representation without
expanding the size of the team is through configuring team member roles. That is, team
members can be assigned limited roles on a team, yet still provide external information to
the team or links to other groups. There are four mechanisms for doing this (Ancona and
Caldwell, 1997):
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 • First, teams can bring experts into a team for a limited time or for a very specific
aspect of the project. This allows the team to make use of the information or
expertise of critical outsiders without having to integrate those individuals into the
group.

 • Second, teams can shift composition over the life-cycle of the project. That is,
individuals who have specific information or external contacts can be assigned to
a team for a limited time. Some members of the team could come and go, based
on the boundary activities necessary at a particular time.

 • Third, some members could be assigned a part-time role on a team. Individuals
whose expertise or contacts are needed over the length of the project, but who
may have other demands on their time or somewhat limited knowledge of broader
project issues, could serve on the team on a part-time basis.

 • Fourth, the decision-making roles of team members could be differentiated. For
teams working on highly complex, interdependent projects, the need for
information and coordination with other groups may be too high to be
accomplished exclusively through boundary management or the part-time or part-
cycle involvement of some members. Such situations may require the expansion
of the team. However, as the team grows in size difficulties in decision-making
and coordination may arise. One response to this is to develop a two-tiered
membership made up of a relatively small number of core members – who play a
major role in decision-making – and a larger number of peripheral members –
who play a more limited role, but are none the less full-fledged team members.

Using Functional Diversity, Ties, and Team
Configuration for Team Composition

Once a group has developed an understanding of important interfaces that must be
managed, specific decisions about who should serve on the team can be made. In our
view, the team should contain individuals from the range of functions that will be
responsible for the product or process under development. For example, if a team is
developing a product that will ultimately have to be manufactured and sold, the team
should have representation from production and sales.

A second design principle is to include members on the team who have appropriate
connections to others in the organization. In our view, this implies a mix of strong and
weak ties with other individuals. It is important to have individuals on the team who
understand the knowledge and resources that may be spread out through the entire
organization and even outside the organization. This implies that the team needs
members who are connected to a wide range of different networks both inside and outside
the organization. In other words, the team needs an extensive set of weak ties. However,
it is at least as important that the team have deep connections with the groups with whom
it must directly interface and work with to solve problems. This implies that the team
includes members who have strong ties with other individuals who are in positions to
provide resources or information to the group. Without a strong tie to a team member, an
outsider may not be willing to expend effort in helping the team understand complex



information or acquire resources. A recent study (Hansen, 1999) provides support for this
general notion that both types of ties may be related to a team's success. He found that
weak inter-unit ties help a project team search for useful knowledge in other sub-units but
impede the transfer of complex knowledge. Transfer tends to be facilitated by a strong tie.
He also found that weak inter-unit ties speed up project completion when knowledge
needed from other groups is simple, but slows down completion when the knowledge is
complex.

Finally, configuring individuals’ roles is a valuable tool for enhancing other decisions. If
a team needs extensive information, but only at a particular time, including individuals on
the team, but in a limited way may allow the “external resources” of the team to be
expanded without permanently increasing the size of the team. These design variables
allow for a great deal of flexibility in meeting external demands.

Contingencies and Limitations

Our central principle is that teams should be composed to maximize external boundary-
spanning activity. Is this always the case? In answering this question, we think there are
two factors that must be considered. First, groups differ in the extent to which they must
work with one another and work with outsiders to perform effectively. Second,
composition choices made to manage boundary activities have the potential to affect how
team members work with one another.

The first contingency factor is the nature of the group's task. Consider four types of team
tasks that vary in the complexity of both the external or boundary activities and the
internal or cooperative activities they must accomplish to be successful (see figure 14.1).
Along one axis are internal coordination demands that can be categorized as high or low.
High demands require that team members interact frequently to exchange information
and coordinate work while low demands do not require such interaction. Along the other
axis are external coordination and political demands that can also be high or low. High
demands require that teams interact extensively with people external to the team to access
information, coordinate work, and acquire resources and support. Low demands do not
require this depth or complexity of external interaction.
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Figure 14.1 Critical processes for team performance
Source: Based on a model in Ancona and Nadler (1989)

Increasingly, as organizations become flatter and more flexible, as work becomes more
complex, and knowledge workers take on complex tasks in teams, more teams will be
found in cells 3 and 4, where external demands are high, than in the past. It is for these
types of teams that our principle holds. Cell 1 is hardly even a team, but rather more of a
set of people who have some aggregated output that is divorced from others in the
organization. Cell 2 could represent teams that are configured to brainstorm creative
ideas or solve a very circumscribed problem. Here all the necessary information resides
in the team and there is little need to have others implement the team's ideas. In each of
these two cases, external interactions are minimal and our principle would not apply.
Instead the team would need to be designed with internal demands being dominant. The
focus would be to find the optimal number of people who have appropriate information
and skills and the motivation to work together (cf. Campion, Medsker, and Higgs, 1993).

In contrast, cell 3 teams need to focus almost exclusively on external boundary
management while cell 4 teams need to carry out multiprocess management – internal
work management, relationship management, and external boundary management. Our
principle holds for cell 3 while cell 4 requires that both internal and external demands be
considered. In our view, more and more teams are moving toward cell 4 because
organizations are increasingly using teams to replace formal structures and systems.
Because of this, we believe that selecting team members on the basis of their abilities to
bridge to outsiders while still being able to share information, handle conflict, and
coordinate work with other team members will grow in importance.

While the matrix presented above presents teams as having a single task, most teams
have tasks that change over time, so teams may move from one cell to another over their
lives. For example, product development teams move from: (a) exploring product ideas to
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(b) prototyping and exploiting technological achievements to (c) exporting the product to
others for manufacturing and marketing. Research has shown that while external
boundary management is important throughout this process, it is more important for the
exploration and exportation stages and less important during the prototyping and
exploiting stage. At a more general level, the task demands at each stage of work need to
be assessed and the team composition needs to shift accordingly. It is because of these
changing task demands that team configuration is so important. It is through part-cycle
membership, the use of experts, and shifting roles that shifting external demands can be
met.

Although we argue that staffing a team to deal effectively with external groups is
important for team success, it is important that the team be able to develop effective
internal processes too. In addition to dealing with outsiders, a team needs to create an
identity that affords some separation from the larger organization (Hackman and Morris,
1975; Louis and Yan, 1999). This may be a somewhat delicate balance. As Alderfer
points out, teams that have too much boundary activity may find it hard to set and keep
that “separateness” and to maintain the cohesion necessary to work as a team. On the
other hand, a team with too much cohesion and too strong an identity may be less likely
to productively engage external groups than teams without such cohesiveness (Janis,
1982).

Thus, composition needs to be based on external demands while assuring internal
communication and cohesion. Designing a team to meet external demands may lead to a
very heterogeneous group. In addition, if individuals on the team are spending a great
deal of time interacting with outsiders, it may be useful to do things to enhance the ability
of the team members to work together. This can be achieved by having some level of
homogeneity or similarity among team members (e.g., having people with similar tenure
to facilitate communication, ensuring that there is a shared goal among team members,
etc.). It may also be facilitated by introducing management practices that create identity
and facilitate conflict resolution (Jehn, 1995).

Case Studies

One of us was recently involved in a project with a multinational integrated oil
company.* Two of the teams that were observed illustrate the role of composition in
managing external activities and in the ultimate success of the projects. Although the
teams were addressing different issues, both were formed in response to the problem that
the company's traditional exploration areas and strata were becoming depleted and that
investigating new areas or different strata would require different techniques than had
been used in the past.

In 1995, the alpha project team was created to develop new exploration methods for a
specific geographic area. In addition, the team was to identify specific tracts in that area
that the company should try to acquire because they showed the promise of large reserves.
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The alpha project team consisted of 17 members from three different geographic-based
organizations in the company who represented a number of departments based on
different geological and geophysical disciplines. Traditionally, these discipline-based
departments had worked sequentially on problems rather than as a part of a team, and our
interviews indicated that many individuals were skeptical of this team approach. Team
members were chosen for their technical expertise and were assigned to the project on a
full-time basis. A group of three managers from one of the geographic organizations was
created to oversee the team's efforts.

Although there was some initial skepticism from some of the team members, the group
quickly developed effective processes for working together. The team held several
seminars and went on field excursions together to observe the geological area they were
investigating. As is true of many large teams, members often concentrate their efforts on
different parts of the task. In the alpha team, project work was done by cross-functional
sub-groups within the team and a Lotus Notes database was developed to track the status
of the numerous activities. There was a great deal of informal communication between
team members and although they had limited experience working in teams, they soon
found that combining their knowledge led to solving key problems. Team members
developed strong ties with one another.

Other than bi-weekly meetings with the steering committee and informal contacts with
other experts in their respective fields, the team had little external contact. In fact, team
members spent so much time with one another and so little with their functional
departments that others outside the team commented that the team had a tendency to
isolate itself from the rest of the company. The team leader took on nearly all the external
activities of the team, particularly those with management. Team members primarily
confined their external activities to exchanging technical information with others.

How successful was the alpha team? The two goals of the alpha team were to develop
new exploration technologies and to apply these technologies to exploration of a new
field. As might be expected based on the points we have made previously, the team was
very successful in finding new and effective ways to evaluate potential hydrocarbon
prospects but was not as successful in getting its ideas accepted and utilized within the
organization.

In the oil industry, companies may submit competitive applications to the government to
obtain a license to further explore and develop the field. Once a license is obtained there
is further exploration, and potentially, the development and the construction of a site.
Deciding when to bid on a site and gaining government approval requires careful analysis
of the site and accurate projections of the oil that can be extracted from it using various
technologies. Once technology decisions were made, the alpha team left it to the steering
committee to “transfer” the conclusions of their work to top management and the other
groups who were responsible for developing and submitting competitive applications.
Unfortunately there was a gap between the findings and their application and it took a
very long time for the results of the team to be disseminated within the organization. In
fact, the company was never able to obtain licenses for the areas the alpha team studied



and for which they developed the technology. There is a somewhat successful end to the
story. Once the alpha team was disbanded and members transferred to other teams, some
consulted on a similar project. For this project, the alpha team's technology was used to
develop successful bids and ultimately successful fields.

At about the same time the alpha team was formed, a second team, the beta team, also
came into being. Like the alpha team, the beta team was created to come up with
innovative ways to explore new areas. The beta team differed from the alpha team in two
important ways. First, it was responsible for both developing a new exploration
technology and completing a bid on a specific project. In other words, it took on the next
phase of work and had to implement its findings. Second, the beta team included
members from two other firms with whom a joint application would be prepared (in the
oil industry, companies often partner with one another for competitive advantage or to
undertake a large bid).

The team was composed of 15 experts from the company and one from each of the
partner companies. The beta team, like the alpha team, contained members with different
areas of geological expertise. Like the alpha team, team members also worked full-time
on the project and shared common space. The team even used a similar process as the
alpha team subdividing the task and working in cross-functional sub-groups. Like alpha,
the beta team was able to develop innovative technical solutions to problems in
exploration.

Unlike the alpha team, this one added a new member six months after its formation. This
new member was a field development expert who would eventually work on the
application and developing the site that was chosen. Initially he joined project meetings
as an observer but later moved on to be an active contributor. Also unlike the alpha team,
this team did not have its external links handled by a manager; rather, the team made
numerous presentations to top management about project organization, cross-functional
teams, alliances between oil companies, and their results. Despite its co-location, the beta
team was not seen by others in the organization as isolated.

The beta team was able to move quickly from technical problems to the application phase.
Although the first application bid prepared by the beta team was rejected, the team
continued and prepared a new application that was accepted. The beta team was
ultimately held up as a role model of collaboration between functions and across
company boundaries.

How did composition contribute to outcomes of the alpha and beta teams? In both cases,
the teams were composed of individuals from different functional areas. Both teams were
co-located and had full-time members. There were substantial differences between the
teams, however. The alpha team members were selected strictly on the basis of their
technical expertise. Beta team members, especially those from the other companies, were
selected both for their technical skills and for their connections to important networks
throughout the organizations of which they were members. The beta team also shifted its
membership by bringing in a specialized expert midway through its work and assigning



this individual a specialized role. Perhaps most important, the beta team did not
“delegate” boundary activity to one person as did the alpha team. Successfully
completing the types of projects alpha and beta were assigned frequently requires more
boundary management activity than can be accomplished by one or a small group of
individuals. Finally, the internal processes of the two groups were somewhat different.
The members of the alpha group worked extensively with one another, usually to the
exclusion of external activities. This was not the case in the beta team.

Conclusions

Compared to other areas of investigation of small groups, composition has been relatively
neglected despite its obvious importance (Moreland, Hogg, and Hains, 1994). Even the
research that has been done has not led to systematic conclusions. In a summary of
research on composition, Moreland, Levine, and Wingert note that “… few researchers
study group composition, and no general theory guides their work. Progress toward
understanding group composition has thus been slow and sporadic” (1996: 11).

In our view, much of this lack of progress has come about because much of the research
has been done with groups that do not have meaningful external connections.
Unfortunately, such groups do not reflect the true nature of most organizational groups.
For most groups in organizations, links with other groups and the external environment
are critical for success. Information and resources must be imported if teams are to make
effective decisions and the output of the group must be transferred to others. We propose
that selecting group members on their ability to facilitate these boundary activities can be
an important element in teams’ success.

* We would like to acknowledge the contribution of Jon Lippe in acquiring these data.
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Does group process matter? Consider the following comparative cases from the
administration of US president John F. Kennedy. One case is the Bay of Pigs Invasion.
Shortly after coming into office in 1961, President Kennedy and his cabinet authorized
the invasion of Cuba by an army of Cuban expatriates backed by the Central Intelligence
Agency (CIA). The Bay of Pigs invasion was a devastating failure for the new
administration. Most of the invading force was captured or killed within days of the
landing. Yet less than two years later, the same group of decision-makers masterfully
managed the Cuban missile crisis in which the two global superpowers, the United States
and them Soviet Union, were on the verge of launching nuclear strikes against each other
after the US discovered Soviet missile bases in Cuba. The danger of mutual destruction
was imminent. Yet, through a series of decisions to combine military actions with the
aggressive engagement of diplomatic alternatives, President Kennedy and his cabinet
confronted the challenge posed by the Soviet missiles in Cuba and secured an agreement
that removed them from the island peacefully.
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Why were the two situations so strikingly different in their outcomes despite the almost
identical composition of the groups involved? The answer is group process. In the case of
the Bay of Pigs invasion, Kennedy and his cabinet engaged in a group process that was
characterized by simplified thinking, lack of effective conflict, and ineffective patterns of
participation (Janis, 1982). In contrast, in the Cuban missile crisis, Kennedy dramatically
altered the group process. There was much greater use of conflict, more realistic thinking,
and broader participation within the group (Janis, 1982). In other words, two decisions
that were made by virtually the same group of people working less than two years apart
exhibited substantially different group process and outcomes. So while group
composition is clearly crucial for effective groups, group process is equally important.

In this chapter we explore how to build a great group process. We focus particularly on
groups that demand active engagement and intense interaction among group members
(Ashforth, 1988; Eisenhardt, Kahwajy, and Bourgeois, 1997a; Louis and Sutton, 1991).
These groups include shopfloor teams that develop process improvements, cross-
functional product development groups, ongoing task forces, and top management teams.
By group process, we simply mean how group members go about interacting and making
choices.

Our central argument is straightforward. Many people naively believe that group
members must make difficult process trade-offs: conflict comes at the expense of speed,
speed sacrifices getting along, and getting along cannot happen with conflict. Yet we
think that the reality of effective group process is different. After all, conflict is
absolutely essential for effective groups, especially ones facing difficult choices in high-
velocity, hotly competitive industries. Speed matters too. A decision made too late can
leave an organization hopelessly behind the competition. Group members also need to be
able to work together to execute choices. In our view, superior group process involves
solving the classic trade-offs of group process, not making them. That is, great group
process is fast and conflictual, with group members who can disagree with one another
and yet can walk away from meetings with mutual respect and the will to work together
in the future.

In this chapter, we describe three antecedents that help groups to be fast, have high
conflict, and still get along. These are: creating collective intuition, stimulating task-
related conflict, and driving the pace of action. We argue that each of these antecedents
consists of a cluster of tactics that shape group process. These tactics are interrelated such
that they work with one another, supporting each other and offering synergies in group
process. We also describe the pivotal role of the leader in shaping the group process that
emerges.

Building Collective Intuition

One of the myths of group process is that extensive information is unnecessary. The
argument goes like this. The cost of gathering information is very high, and information
is often ignored anyway due to the excessive demands on the time of group members
(March and Simon, 1958; Simon, 1955). Therefore, it is not particularly useful to gather
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large amounts of information. Further, gathering extensive information is particularly
fruitless in high-velocity situations where it becomes rapidly obsolete. As a consequence,
group members should move ahead without spending too much time worrying about
having lots of information.

In contrast, recent research takes a different view (Dean and Sharfman, 1996; Eisenhardt
and Bourgeois, 1988; Wally and Baum, 1994). Groups with great process rely on more,
not less, information than less effective groups. The difference is in the kind of
information that they use. Ineffective groups rely on either historical information about
past performance or speculative information about how the world might unfold. In
contrast, groups with superior process center their attention on real-time and fact-based
information about current operations.

A telling illustration comes from the Bay of Pigs invasion. During this debacle, the
members of Kennedy's cabinet isolated themselves from key sources of information, and
relied upon dated intelligence reports regarding the situation in Cuba. As a result, the
cabinet did not have information regarding the preparedness of the Cuban armed forces
and the related intelligence that indicated little support from the Cuban people for the
invasion. They guessed about what Castro might do based on this limited and inaccurate
information. They made choices based on what they hoped the situation would be, and
not what it was. In striking contrast, many of these same members of Kennedy's cabinet
relied on extensive data during the Cuban missile crisis. They received continual updates
from a variety of sources on the movement of Soviet ships towards Cuba, the activities of
civilians and the military on the island, and the progress of diplomatic contacts. This real-
time information allowed cabinet members to maintain a constantly updated and accurate
understanding of the situation.

Further, research suggests that real-time information about the current situation is
particularly effective when different members of the group are responsible for specific
pieces of it (Eisenhardt, 1989). In effect, members of groups with superior process adopt
deliberately distinct information roles in the group. Often these roles are along the lines
of functional expertise like engineering or marketing. This partitioning of responsibility
for information cultivates a variety of different perspectives and provides depth of
knowledge by focusing the attention of specific members on particular features of the
situation. Not only is the information likely to be more accurate given that the group is
leveraging the expertise of its members, but it is also likely to be obtained more quickly.
For example, a group member from Human Resources can focus on turnover and hiring
data as well as employment trends in the industry, providing critical staffing information
to the group. In the same manner, the director of Research and Development can focus on
technical trends in the industry, while the director of Marketing may focus on product
introductions and product exits from the market. This focus is not only effective for
internal data, but also for external information that can lead members to a more effective
group process by focusing their attention on important stakeholders (Ancona, 1990).

Of course, simply having knowledgeable individuals in a group is of little use if their
information is not available to be used collectively by the group. Indeed, one of the main
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challenges of group process is to ensure that information is effectively exchanged with all
other members of the group (Stasser, 1992; Stasser and Stewart, 1992). In order to share
and use information effectively, groups with great process engage in frequent interactions.
In fact, they often set up “can't miss” meetings and in general have a greater number of
regular interactions among members (Eisenhardt, Kahwajy, and Bourgeois, 1997a).

Again the Cuban missile crisis provides a positive exemplar. Kennedy's cabinet members
took responsibility for gathering information about particular aspects of the situation for
the group, including specific briefs from the state, defense, and justice departments, the
intelligence agencies, and the branches of the military. Moreover, cabinet members met
almost continuously, and were always available for meetings and information exchanges
with the White House. Ultimately, these different perspectives were used to fashion the
successful response to the Soviet missile threat within Cuba. In contrast, the Bay of Pigs
invasion was characterized by much less clarity about information roles and much less
dedication to frequent meetings. Unsurprisingly, the group process was ineffective.

While the comparison of the Bay of Pigs invasion with the Cuban missile crisis provides
a particularly sharp comparison of process among groups with very similar composition,
this same importance of real-time information, partitioned responsibility for that
information, and frequent meetings appears in other kinds of groups as well. For example,
Eisenhardt (1989) examined group process among top management teams in start-up
ventures in the computing industry. In particular, she described how the members of one
team, at a firm with the pseudonym Zap, operated. First of all, members of the
management team at Zap claimed to “over-MBA it” and to “measure everything.” They
came close. They focused their attention on a wide variety of internal and external
measures of current operations like bookings, backlog, revenue per employee, cash, and
scrap in preference to refined, accounting-based indicators like profit. These group
members also emphasized frequent operational meetings – sometimes two and even three
times per week. The intensity at these meetings was high, with each being a “must
attend” event on calendars. These meetings covered “what's happening” both inside and
outside the company. Each member of the Zap top management team played an important
role in gathering real-time information for these meetings. The VP Finance was
responsible for much of the operating information. The VP Marketing was charged with
tracking the moves of the competition. This meant constant travel and communication
outside the firm for her. The VP R&D constantly worked his network of university,
government, and industry ties to stay abreast of the latest in technology. One group
member described the resulting group process as “we scream a lot, laugh, and resolve the
issue.” The typical outcome of this top management team was an effective decision that
was made quickly (in two to three months, not the typical six to nine months).

Why does this combination of real-time information gathered by responsible group
members and shared collectively lead to effective group process? One reason is that this
combination of tactics is fast. In particular, continual tracking of information acts as an
early warning system that allows group members to spot problems and opportunities
sooner. This is especially true when group members meet often and so have developed a
routine for working together. Therefore, when situations arise, members can go right to
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the problem, rather than groping about for relevant information. In addition, the
development of distinct roles helps the information gathering process by ensuring that
multiple perspectives are always represented (Eisenhardt, 1989), which in turn increases
the potential range of action in the group (Schweiger, Sandberg, and Rechner, 1989).

A second reason that this combination of tactics builds effective group process is that the
intense interaction creates groups whose members are more likely to disagree. Familiarity
and friendship make such frank conversation easier because group members are less
constrained by politeness and more willing to express diverse views. There is a more
surprising effect as well. Intense interaction can lead to roles that go beyond functional or
business ones. In effect, group members naturally organize into antipodal roles such as
short vs. long term, or status quo vs. change (Guetzkow and Gyr, 1954) in response to
their perceptions of balancing the natural tensions within a group. For example, while one
or more members of a top management team may be concerned with the outlook for the
firm five years into the future, others may focus instead on the present situation of the
firm.

The familiarity that group members develop through their intense interactions is also one
element that allows them to disagree in the short term, and yet still get along in the long
term (Valley, Neale, and Mannix, 1995). Familiarity in a group develops as a
consequence of the interactions among members and is constantly reinforced as members
discover information regarding the expertise and preferences of their co-workers. The
development of familiarity makes it easier for group members to separate task conflict
from relationship or interpersonal conflict. Familiarity keeps task conflict from becoming
relationship conflict through the trust that develops among group members (Simons and
Peterson, in press). This trust comes from increased and intense interaction that allows
the group to build common goals, ensuring the commitment and participation of all
members. The familiarity that develops from intense and frequent interactions increases
interpersonal knowledge regarding beliefs and norms, and makes work interactions easier
(Jehn and Shah, 1997; Shah and Jehn, 1993). As individuals increase their knowledge
about others and build trust in other members they are able to disagree on substantive
issues without engaging in personal attacks or recriminations.

Similarly, the use of real-time information also helps group members to have conflict and
yet still get along (Eisenhardt et al., 1997a). The argument is as follows. In groups,
disagreement can be viewed as personal or as issue based (Amason, 1996; Jehn, 1995,
1997; Schweiger, Sandberg, and Rechner, 1989). Personal conflict tends to create a
dysfunctional process in which members listen poorly, fail to engage, and are distracted
from the problem-solving task for the group. In contrast, issue-based conflict is related to
superior group process. By relying on facts, people tend to attribute disagreement simply
to issue-based differences among reasonable people. This attribution helps group
members to avoid becoming sidetracked by personal agendas and to move more quickly
to the central challenges facing the group. It also helps them to avoid becoming bogged
down in arguments about what might be. Facts depersonalize discussion because they are
not some member's fantasies, guesses, or self-serving desires. An emphasis on factual
data creates a culture of problem-solving, not personalities. The explicit anointing of
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individuals as experts adds to the effect. The designation of experts makes it easier for the
group to call on them to share their perspective on a given issue (Stasser, Stewart, and
Wittenbaum, 1995). By providing specific areas of the organization that members
represent and are responsible for, the use of group roles for information-gathering helps
to limit politicking by mitigating “turf” battles.

Overall, real-time information gathered by specific group members and shared together
creates a kind of collective intuition regarding the challenges that they face. Through
their experience individual members develop an ability to recognize and process
information in blocks or patterns (Isenberg, 1988). Through repeated exposure to data,
patterns become recognizable even when there is only a small amount of information
available. This pattern processing (what we term “intuition”) is faster and more accurate
than processing single pieces of information. Through the development of a collective
knowledge base, all group members can also tap into relevant experiences when new
situations appear. The collective experience allows members to develop the ability to
build linkages among seemingly disparate pieces of information (Isenberg, 1986, 1988).
This “collective intuition” can help a group become faster and more effective in its work.

In contrast, groups with less effective group process rely more on projections of the
future and refined data, particularly financial data. As a result, members of these groups
have a less instinctive feel for what is going on. These groups rarely develop a systematic
approach to their group process with roles and responsibilities clearly defined, and
routines for the gathering and sharing of information. They meet infrequently and so
operate as groups of strangers who have difficulty engaging productively with one
another.

Stimulating Task Conflict

Consider the following story. On a hot and dusty August afternoon, a farming family was
sitting on their front porch trying to get some relief from the heat of the midwest summer.
One family member suggested an outing to Abilene, about a two-hour drive away, to get
some lemonade. Another member agreed. Before long, the whole family was in the car,
on the way to Abilene. With the sun beating down on the roof, the trip in the crowded car
was even more unpleasantly hot than sitting on the family porch. The lemonade was not
particularly memorable either. In frustration, one member finally expressed regret at ever
leaving the porch. With that, everyone chimed in that they had never really wanted to go
to Abilene in the first place. They had all simply assumed that everyone else did want to
travel to Abilene, and so they agreed too.

The above story, dubbed the Abilene Paradox, has been told in a variety of ways and has
become a classic parable in organizational behavior. In the Abilene Paradox, every group
member disagrees with the group choice, but does not express that disagreement. No one
voices objections because each assumes that the other group members agree with the
stated position and its underlying assumptions. Because no one expresses disagreement,
no one realizes that conflict exists. This, in turn, leads to increased internal pressures to
self-censor opinions. In its extreme form, the Abilene Paradox leads to a poor group
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process in which group members engage in activities or adopt directions that no one in
the group agrees with simply because no one is willing to be the first to voice objection.

Groupthink is an even more subtle manifestation of this inability to express disagreement.
As described by Janis (1982) in his description of foreign policy debacles such as the Bay
of Pigs invasion, the pressure of groupthink is insidious as group members fail to realize
that they are engaging in simplified thinking, stereotyping of others, and related cognitive
errors. Although groupthink can involve overt pressure to conform, very often people
simply become so involved with the affiliative value of the group that they fail to think
critically. In both the Abilene Paradox and groupthink, insufficient conflict creates a poor
group process and related outcomes.

In contrast, groups with effective process have to exhibit extensive conflict. Group
members recognize that conflict is a natural feature of many organizational situations in
which reasonable group members should and often do disagree. Further, as research
demonstrates, conflict stimulates innovative thinking, and creates better understanding of
the options. This leads to better choices and implementation. Without sufficient conflict,
group members have an impoverished process. They miss opportunities to question
assumptions and overlook key elements of their situation. Given the value of conflict,
groups with effective process make conflict part of that process.

One way that groups create conflict in their process is through team composition. Teams
that are diverse in terms of age, gender, functional background, experience, and so forth
are likely to see the world in different ways and so naturally create conflict. That is, the
natural differences that exist across their areas of responsibility (e.g., marketing vs.
logistics), focus of concern (e.g., labor unions vs. consumers), or other differences (e.g.,
gender) generate perspectives that are in conflict with one another. For example, it would
not be unusual for a member representing manufacturing to be in disagreement with the
opinions of the marketing or R&D department. In top management teams, one member
who is particularly concerned with the current status of the organization may have major
disagreements with someone whose focus is the future of the organization.

Another way in which conflict is introduced by members of a group is through the
deliberate development of multiple alternatives for any given issue (Eisenhardt, 1989).
As different alternatives are explored, disagreements over assumptions, outcomes, and
objectives are clarified. This clarification, while conflictive, can lead to the development
of greater confidence among group members that they have adequately explored the
issues as well as a higher-quality process overall. Effective decision-making groups
highlight this diversity and actively exploit it to uncover potential alternatives for the
group (Schweiger and Finger, 1984; Schweiger, Sandberg, and Ragan, 1986). During the
Cuban missile crisis, for example, military, legal, political, and diplomatic perspectives
and options for action were always represented at the table and under active discussion.

Task conflict can also be generated by using “framebreaking” heuristics that lead to new
perspectives and thinking. One such heuristic is “forecasting” (Eisenhardt et al., 1997a).
Forecasting involves imagining future scenarios (i.e., assumptions about how the future
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will unfold) and then playing out various options in light of these scenarios. As a result,
members can better grasp the range of possible futures and their options within them. A
related heuristic is “backcasting.” Using this technique, the group builds alternative
future scenarios. Having developed these different future scenarios, group members
choose the most desirable ones and then reason backwards to figure out how to achieve
those futures.

Framebreaking heuristics can also involve members taking on particular roles within the
group. Sometimes the role-playing simply means taking the perspective of a key
competitor or some important internal constituent within the group's discussion. Group
members may also take on a formal Devil's Advocacy role (Schweiger and Finger, 1984;
Schweiger, Sandberg, and Rechner, 1989). The Devil's Advocate is a group member who
is charged with questioning the assumptions and approaches of the group through critical
evaluation. Since this role is formalized, it allows the Devil's Advocate to deeply explore
issues and request clarification from other group members without the risk of censure that
may come to an individual who pointedly disagrees with the group. Overall, role-playing
heuristics allow members to argue and discuss alternatives with less risk of being
reproached by other members of the group (Feldman, 1984; Murnighan and Conlon,
1991). For example, during the Cuban missile crisis, several cabinet members, including
Attorney-General Robert Kennedy, explicitly took on the Devil's Advocate role. The
formal adoption of this role by individuals allowed for a thorough discussion of the
positive and negative implications of different alternatives, leading to a successful
resolution of the Soviet threat.

Finally framebreaking heuristics can be relatively complex interventions into group
process (Schweiger et al., 1989). For example, in Dialectical Inquiry, the group is divided
into two sub-groups. One sub-group develops an alternative for a particular problem and
presents it to the group. The second sub-group then critically analyzes the proposed
solution and develops another iteration that keeps the best points, eliminates the worst,
and adds new ones to improve the solution. The first sub-group then repeats this process,
until the resulting synthesis is the distillation of the best ideas from members of both
subgroups within the group.

Why do conflict-creating devices such as diverse groups, framebreaking heuristics, and
multiple alternatives lead to more effective group process? Obviously, they hasten the
emergence of conflict and so accelerate the entire group process. Rather than waiting or
hoping that conflict will emerge, group members simply create that conflict. Less
obviously, especially in the case of multiple alternatives, these tactics often give group
members confidence that they are not overlooking key information and perspective.
Armed with such confidence, group members are likely to have a faster process. That
confidence is especially crucial in high-velocity situations where the blocks to rapid
group process are as much emotional (i.e., fear of the unknown) as they are cognitive.

More obviously, these tactics clearly improve group process by helping group members
to come up with more varied viewpoints on their actions. They encourage group members
to think over time, to reverse their usual path of thinking, and to assume new lenses for
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viewing the activities of the group. Through all of these tactics, group members are likely
to develop a process that is more highly conflictual.

Finally, the combination of a diverse group, multiple alternatives, and especially
framebreaking heuristics affects group process by legitimating conflict. This helps group
members to get along even as they disagree. These tactics achieve this by encouraging
group members to frame conflict as less centered on personal differences and more
centered on problem-solving. That is, they put a cooperative, not competitive, perspective
on the group process. For example, the use of a Devil's Advocate or of a Dialectical
Inquiry procedure allows the group to formalize task conflict and use it as part of its work
process. The artificial addition of such task conflict into the group allows members to
capitalize on the group's problem-solving advantages, while at the same time providing
legitimacy for the emergence of conflict within the group. The legitimacy of conflict that
is afforded group members through the adoption of such tactics contributes to the
prevention of premature and even false consensus.

In contrast, groups with members who fail to stimulate task conflict often miss
opportunities to question key assumptions and to think more deeply about issues
concerning the group. The contrast of the Bay of Pigs invasion with the Cuban missile
crisis is telling here. In the former, group members failed to effectively develop
alternative lenses on their data. The Cuban crisis was the reverse, with extensive use of
Devil's Advocacy, outside experts, and creative thinking to build conflict into the group
process.

Driving the Pace of the Process

One of the striking features of the literature on group process is the lack of attention to
time. Of course, there are some exceptions (including those noted below), but very often
authors ignore or misunderstand time. Yet, in the world of real groups, time is critical. In
fact, with the emergence of the Internet, the convergence of consumer electronics with
computing and telecommunications, globalization, and so forth, attention to time is
becoming crucial for many groups. In places like Silicon Valley, quips like “snooze, you
lose” or “the worst decision is no decision at all” underscore the importance of time.
Pacing is a particularly significant aspect of time for group process because it keeps
group members moving forward, even as it gives them opportunities to adjust to
unforeseen problems and unexpected opportunities.

One way to drive the pace of the group is simply by developing a natural rhythm of
action. For example, Eisenhardt (1999) describes how top management teams develop a
sense of how long strategic decisions should take. Through the experience of decision-
making and the perspective of self-reflection, they come to understand when a process is
taking too long, which implies that the group is either tackling too large an issue or is
simply slowing down. They also develop a sense of when the process is too fast.
Similarly Brown and Eisenhardt (1997) studied product development groups and found
that the more successful ones developed a rhythm for their process around consistent
lengths of their projects. This rhythm accelerated and focused the project teams. Overall,
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pacing in a group reflects the collective experience of individuals, and yields more
effective outcomes (Eisenhardt, 1999).

The use of deadlines is another way that group members set the pace of their process
(Gersick, 1989). Deadlines influence the group process by providing an easy measure of
the progress that the group has made. For example, if a group is one-third of the way to
its deadline but has not completed one-third of the work, members can easily conclude
that an increase in activity is necessary. In a particularly interesting study, Gersick (1989)
found that groups with deadlines often paused at the midpoint of their schedule in order
to assess their progress towards their goals in light of the deadline. As result of this pause,
the groups often had an opportunity to assess their group process and to make major
changes in that process in order to improve group performance.

More generally milestones and even simple process interventions such as “watch your
time” or “ask others about their information” can effectively alter the process of groups.
Such milestones and simple group interventions often trigger group members to stop and
think, to evaluate their work, and to discuss potential changes in group process or
direction. During these interruptions, group members have an opportunity to focus
critically on their process and look for better ways to accomplish the task (Okhuysen and
Eisenhardt, 1998). That is, the group members are able to address accumulated problems,
discuss future directions, and take action. The result is a group process with alternating
periods of both full engagement on the task and opportunities to change the direction and
process of the group.

Group members also set the pace of their process through the use of consensus with
qualification as the group decision rule (Eisenhardt, Kahwajy, and Bourgeois, 1997a).
Consensus with qualification is a two-step process. First, group members try to reach
consensus. But, if they cannot do so, then group members make the choice by some sort
of decision rule such as the most involved member chooses, the group votes, or the leader
decides. This type of decision rule was used in the Cuban missile crisis. In contrast, the
Bay of Pigs invasion was characterized by the pursuit of forced consensus that led to an
ineffective group process and a poor choice.

Why does the combination of rhythm, deadlines and milestones, simple interventions,
and consensus with qualification lead to more effective group process? The obvious
reason is that each of these tactics contributes to moving the group along more quickly.
But more importantly, they can also drive a pace for the group that effectively creates an
internal process metronome that keeps the group driving forward. So for example,
milestones help group members to pace their activity (Okhuysen and Eisenhardt, 1998).
Consensus with qualification provides a way for the group to stop an endless search for
consensus that can waste time and energy as members pursue an objective that cannot
realistically be achieved in a reasonable time frame. Similarly, deadlines set pace and
close group discussion.

This combination of tactics also helps group members to oscillate their attention from
task execution to improvement of their problem-solving strategy and/or group process.
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Such opportunities to stop and think create greater self-reflection. They center the group
on going forward with the task, and yet they also stimulate thinking and perhaps conflict
within the group by often providing opportunities to examine and change group process
and task strategy.

Finally, setting the pace through internal rhythms, deadlines, and milestones, simple
interventions, and consensus with qualification helps group members to get along. Such
tactics signal the need for speed, even when group members disagree. They also provide
a legitimate platform for group members to address issues of ineffective group process
including personal (as opposed to task) conflict. Consensus with qualification is
particularly useful for helping group members to avoid the frustration of endless
consensus seeking. It helps them to take a realistic view of conflict as valuable and
inevitable. At the same time, consensus with qualification lets group members resolve
conflict (and maintain pace) in a way that is typically perceived as equitable (Eisenhardt,
1989). Most group members want a voice in their group's decisions, but rarely believe
that they must always get their preferred choice.

Overall, tactics such as deadlines and milestones, rhythm, consensus with qualification,
and simple interventions set a pace for group process that keeps groups on track in terms
of time while still offering opportunities for reflection and change in their process. In
contrast, groups whose members do not use these tactics are prone to ineffective use of
time. They may make decisions so quickly that they forget important information. More
likely, they will become bogged down in searches for consensus. These group members
often stress the rarity of what they do, rather than recognizing its repetitive nature. They
oscillate between letting critical issues languish and making “shotgun” moves with little
thought.

Leadership

Thus far, we have argued that the tactics that are associated with creating collective
intuition, stimulating quick task conflict, and setting the pace of the group all contribute
to effective group process – that is, fast and high-conflict group process where members
none the less get along. In this section, we focus briefly on the important role that the
leader of the group plays in developing a great group process.

First of all, it is important to recognize that leaders have a disproportionate influence on
group process. This influence is sometimes exerted in a negative, even if unintended,
fashion. For example, during the Bay of Pigs invasion, President Kennedy took on an
active role in the discussion of alternatives. This resulted in members of the group “going
along” with the president's opinions rather than volunteering their true beliefs because
they did not want to contradict the president with opposing evidence or alternative
approaches. The active participation of President Kennedy in the discussions also
hindered the development of multiple alternatives in the group. Both of these contributed
to the failed policy decision. By contrast, during the Cuban missile crisis, the president
purposefully stayed at arm's length from the cabinet deliberations. Instead, the cabinet
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met without the president, which allowed members to express disagreement with options
and contributed to a better policy decision.

But leaders can also use their disproportionate influence on group process more
positively. This is particularly the case when they provide legitimacy or “cover” to
individuals who disagree or provide a critical perspective. The leader can adopt
framebreaking heuristics such as Devil's Advocacy or Dialectical Inquiry more readily
than can other members. By requesting multiple alternative approaches to a problem, the
leader implicitly can legitimate differences of opinion. For example, when President
Kennedy did not seek out alternatives during the Bay of Pigs decision, the group assumed
that consensus was a very important value for him and acted accordingly. For the Cuban
missile crisis, President Kennedy explicitly sought out alternative opinions, going as far
as asking individuals from outside the administration to provide counsel to address the
situation. By specifically requesting alternatives, President Kennedy provided cover for
those members of the group that held differing opinions. By insisting that members be
continually aware of the faults of each alternative, he ensured that the group respected
differences of opinion. This approach signaled to the members of the cabinet that the
president was less interested in a consensus opinion than in a well thought-out policy
response to the Soviet threat. The legitimacy that a leader can bring to these differences
of opinion can also help members prevent long-term negative effects from disagreement.

Leaders can also disproportionately influence the process of the group by stimulating
explicit and even contrived attempts to have fun. Humor is effective within groups
because it relieves tension and improves the cooperative outlook of team members as
well as their listening skills (Eisenhardt, 1999). Humor bridges differences among group
members as well (Kahn, 1989; Ziv and Gadish, 1990). Humor works as a defense
mechanism to protect people from stressful situations that can arise in groups. Using
humor, people can distance themselves from such situations by putting those situations
into a broader life context, often through the use of irony. Humor, particularly given its
ambiguity, can blunt the threatening edge of negative information. Group members can
speak in jest about issues that might be threatening if said directly. Humor can convey
serious messages in a less threatening way.

Two Mini-cases

This chapter has a continuing theme of comparing the group process of the Bay of Pigs
invasion decision with that of the Cuban missile crisis. In this closing section, we wanted,
however, to sharpen further the contrast between effective and ineffective group process
by briefly comparing the top management teams of two entrepreneurial firms: Zap and
Andromeda.

Earlier we described how the top management team of Zap achieved collective intuition.
They had slavish dedication to a wide variety of real-time data, both quantitative and
qualitative. They also met frequently as a group and e-mailed constantly. The CEO
delegated responsibility for different types of information to specific managers. For
example, the VP Marketing handled competitive intelligence while the VP Finance was
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responsible for delivering information on key internal metrics. These tactics led to a deep
intuition or “gut feel” about the industry among team members individually and
collectively. But driving collective intuition was not the only significant piece of the
group process puzzle at Zap. Zap managers explicitly stimulated task conflict within the
team. They were a diverse group – executives whose ages ranged from twenties to fifties.
They were gender mixed, with non-US members and with MBAs mixed with science
Ph.D.s. The CEO of Zap explicitly further encouraged task conflict through
framebreaking tactics, particularly scenario planning. He was fond of outlining scenarios
for the future, and then challenging other Zap executives to think backwards to how the
scenarios could have been achieved. He also believed in multiples alternatives. For
example, the CEO encouraged his team to come up with a variety of ways to raise cash
for the “war chest.” As a result, the team developed four alternatives, including an
innovative alliancing plan with a blue-chip customer that gave Zap both money and
prestige. Finally, Zap managers maintained pace, primarily through consensus with
qualification. So, for example in the cash-raising decision, the team could not agree on
the best alternative among several alliancing options, an IPO, and a further venture round.
After a reasonable amount of time was spent trying to find consensus, the CEO and his
VP Finance made the choice. Some of the other group members disagreed with the final
choice, but went along with it because they understood it and had been consulted. As a
result of their effective group process, Zap managers made very rapid decisions (as in the
cash decision, two-to-three month strategic choices), with high conflict, and yet
camaraderie. Zap has become one of the superstars of the computing industry.

In contrast to the case of Zap is the top management team of a company that we called
Andromeda. Managers at this venture emphasized planning. When faced with a major
decision, they tried to predict what would happen. But they did not have an effective
information system that let them stay in touch with their internal operations and external
markets. Rather, their system focused on highly refined and dated accounting measures of
performance. They also rarely met as a group. Therefore, they had difficulty developing
an intuition about their business and they remained a group of strangers. The team at
Andromeda also had difficulties with conflict. They did not use framebreaking heuristics
to drive conflict. In fact, they tended to avoid conflict as being unpleasant and even
unprofessional. However, this inability to express conflict made choices difficult. The
team tended to delay decisions rather than to simply face the conflict. They also engaged
in alternatives serially. For example, in one situation around sourcing technology for a
new product, managers at Andromeda spent several months analyzing the option of in-
house sourcing. When that proved infeasible, they then switched to an alliance
relationship. Only after their first alliance negotiation failed did they move to a second
potential partner. The whole process took almost a year, during which they lost an early
product lead in the marketplace. Finally, Andromeda managers never developed a sense
of pace. Every decision was a unique event. Ironically, the CEO strove for consensus, but
then often made sudden and rash choices out of frustration and/or against deadlines.
Decision-making at Andromeda often took over nine months for important strategic
choices, while several members of the team were largely disengaged from the group.
Andromeda has since failed, despite having excellent technology and strong venture
financing.



Conclusion

This chapter discusses some of the factors by which groups achieve a great process. A
great group process is one that is fast, that includes conflict, and where group members
get along. The antecedent conditions that we discussed include sets of tactics around
building collective intuition, stimulating quick conflict, and setting the pace of the group.
We also indicated that the leader has a particularly powerful influence on the process of
the group. Using research on groups and comparative examples from President
Kennedy's cabinet during the Bay of Pigs invasion and the Cuban missile crisis as well as
from two entrepreneurial companies, this chapter attempts to highlight some of the key
ways that group members use to understand and improve their process. The result of such
improvements can be high-quality and timely outcomes that improve the odds of the
long-term survival of the group and its organization. These are the best possible products
from the efforts of individuals in a group.

We appreciate the helpful comments of Anita Bhappu and Tiffany Galvin on earlier
drafts of this chapter.
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The basic principle we espouse in this chapter is that intra-team conflict should be
managed using collaboration. Intra-team conflict occurs when team members hold
discrepant views or have interpersonal incompatibilities. There has been a debate in
organizational research regarding whether agreement or disagreement within teams is
advantageous for overall performance. Conflict researchers (Amason, 1996; Jehn, 1995,
1997) have recently found that while non-task conflicts based on personality clashes and
interpersonal antagonism are detrimental to team performance and morale, task conflicts
can be beneficial if managed collaboratively. Our central argument is that collaboration
can benefit both task and non-task conflict, but that task conflict should be actively

http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=id2244487&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=id2244492&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b14
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b14


managed (not necessarily eliminated) through collaboration in the work setting whereas
non-task conflict should be collaboratively managed off-line, outside the work setting, (or
avoided) to ensure high performance of teams.

Given that conflict is difficult to manage within teams and that teams are fairly unlikely
to naturally possess an effective conflict approach, we present the key to managing intra-
team conflict effectively – collaboration. Collaboration is a joint endeavor. It involves
two or more people working together to complete a task, each bringing their own,
potentially unique, perspective to the task. Collaboration includes teamwork – the
coordination of the efforts of a group of people around a stated purpose. When embedded
in the culture of an organization, it can be more than coordination and cooperation, but
rather a continuous partnering of people based on shared values (Haskins, Liedtka, and
Rosenblum, 1998). Collaboration can occur within the work setting or off-line, and
developed through discussion and increased understanding.

In the past, it was assumed that all differences and conflicts within teams should be
resolved or avoided. However, we assert that effective management of conflict includes
collaboratively managing task conflict – maybe even using techniques to encourage task
conflicts (De Dreu and Van de Vliert, 1997) – as well as resolving (or avoiding) non-task
conflict. And while collaboration does not guarantee a high-quality solution (e.g., the
necessary resources might not be available), it increases the likelihood that a jointly
beneficial solution will be found.

There are three fundamental steps in managing team conflict through collaboration. The
first step is to identify the type of intra-team conflict. We distinguish between two
general types – task and non-task. The second is to identify appropriate collaboration
strategies. These strategies are general approaches to resolving disputes. We argue that
collaboration is a key strategy, but it needs to be applied differently, depending on the
type of dispute. The third step is to identify useful collaborative techniques. These
techniques are ubiquitous – they can be used to manage both task and non-task conflict.
We address each step below.

Identifying the Type of Intra-team Conflict

The first major principle in dealing with intra-team conflict collaboratively is to
determine the type of conflict. We differentiate between two general types of conflict that
differ in terms of the content being disputed: task or non-task.

Task conflicts

These involve disagreements among team members on performance-related activities.
Some of these performance-related activities have to do with the actual task and others
have to do with the process of doing the task or delegating resources and duties. Task
content conflicts are disagreements among group members’ ideas and opinions about the
task being performed, such as disagreement regarding an organization's current hiring
strategies or determining the information to include in an annual report. Task content

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b12
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b12
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b8


conflicts include debates over facts (driven by data, evidence) or opinions (De Dreu,
Harinck, and Van Vianen, 1999). Task process conflicts are about logistical and
delegation issues such as how task accomplishment should proceed in the work unit,
who's responsible for what, and how things should be delegated (Jehn, 1997).

Non-task conflicts

These are disagreements and incompatibilities among group members about personal
issues that are not task-related. Non-task conflicts frequently reported are about social
events, gossip, clothing preferences, political views, and hobbies (Jehn, 1997). Non-task
conflicts include relationship conflicts, conflicts that are characterized by more personal
and interpersonal concerns, and are more likely to affect group maintenance functions,
such as cohesiveness, but can also interfere with task performance. Take a research and
development team: when the four researchers disagree about data interpretation and the
meaning of the results, they are experiencing task content conflict. If they argue about
who is responsible for writing up the final report and who will make the presentation,
they are having a task process conflict. Disagreements about the fastest route to work, the
best automobile on the road, and the intelligence level of anyone who would take the bus
(which one member does) are non-task conflicts.

Collaboration Strategies and Intra-team Conflict

While non-task conflicts that arise within the team setting are consistently negatively
associated with decreased performance and member morale, disagreement of ideas within
a group can be beneficial. We assert that the detrimental effect of non-task conflict can be
minimized if collaboratively managed outside of the task setting and the beneficial effect
of task conflict can be maximized if collaboratively managed within the task setting. That
is, task conflict is optimally addressed directly by team members in the work setting,
whereas non-task conflict is better managed off-line. Thus, the appropriate collaborative
strategy depends on the type of conflict experienced.

Task conflict

Perceived and observed task conflicts addressed directly by the team can improve team
performance (Jehn, 1997). Disagreements related to the task can improve group decision-
making, strategic planning, top management team and general task performance. The
increased number of opinions and critical evaluation enhance effectiveness. Consistent
with theories of groupthink and decision-making, when members agree with other group
members about concepts or actions without presenting dissenting viewpoints, superior
alternatives may be overlooked and thus performance may be suboptimal (Janis, 1982).
Putting pressure on dissenters, self-censorship, and collective justifications all associated
with groupthink increase defective decision-making.

Task conflict within teams can improve decision quality and strategic planning (Amason
and Schweiger, 1994; Cosier and Rose, 1977). The cognitive, task-focused aspect of
conflict enhances the assessment of shared information and deliberate, careful assessment
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of alternatives. The useful give and take among members, the consultative interaction and
problem-solving, and the increased information exchanged enhances performance.

Non-task conflict

While direct collaboration is effective for task conflict, it is less so for non-task conflict.
Collaboration (or contention) over non-task issues takes much time away from task
performance, thus reducing functioning and effectiveness (Murnishan and Conlon, 1991).
However, collaboration can be used effectively to resolve many non-task conflicts when
engaged off-line. Off-line discussions give team members opportunities to discuss non-
task conflicts in a more private and personal forum. Without an audience, disputants
should be less likely to posture and more likely to be open to the other party's point of
view. Off-line discussions can be engaged directly by the disputants or with the help of
others. Sometimes facilitation might be necessary to bring the disputants together and
dampen negative emotions.

However, some non-task conflicts are better avoided. Non-task conflicts that have their
roots in deeply held values and assumptions are often impossible to resolve. For example,
if two team members disagree over abortion rights, getting at underlying interests will not
resolve this dispute if the fundamental difference is a definition of when life begins. Thus,
trying to get at true underlying interests for non-task conflicts may result in even more
intractable disputes. When non-task conflicts have a low potential for resolution they are
sometimes better avoided (De Dreu and Van Vianen, 1999; Druckman, 1994).

Collaborative Techniques

Collaboration is effective in managing conflict, task or non-task, in that it sets a positive,
team-oriented tone for the group (Mintzberg, Dougherty, Jorgensen, and Westley, 1996).
Through collaboration disagreements can be transformed into opportunities for joint gain.
Collaboration allows team members to avoid unnecessary compromise or domination,
and to use integration and synthesis to invent creative solutions (Mary Parker Follett as
cited in Mintzberg et al., 1996). Negotiated conflicts result in more mutually beneficial
(or “integrative”) outcomes when the participants engage in more collaborative
communications (Brett, Shapiro, and Lytle, 1998; Weingart, Hyder, and Prietula, 1996).
The presence (versus absence) of collaborative communications positively influences the
effect of task disagreement on teams’ innovativeness (Lovelace, Shapiro, and Weingart,
1999).

Collaboration within teams can be fostered by techniques that fall into three categories:
group atmosphere, group member characteristics, and team member behavior. These
categories are interrelated. For example, certain team member behaviors (e.g.,
information exchange) will influence the group atmosphere (e.g., more trusting) and vice
versa.

Group atmosphere
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For a team to be collaborative, its atmosphere must support interdependence, reliance,
trust, open communication, and collective efficacy. While a positive group atmosphere
can be considered a precondition for effective collaboration, it will also improve as the
group experiences successful collaborative events. In this way, norms are developed
which perpetuate interdependence, reliance on, and respect for one another.

Create a team orientation. Creating a team orientation refers to framing the group's
activities as belonging to the team rather than solely as a set of individual
accomplishments. With a team orientation, there is a sense that although we are each
responsible for our individual contributions to the group, “we” are jointly responsible for
the group's final product. Team-oriented members take personal pride in the team's
performance and feel personally successful when the team is successful. When team
goals and individual goals support one another, teams that focus on a meta-goal, or team-
goal are more likely to have constructive conflict management (Thatcher and Jehn, 1998).
This is in contrast to the case where individuals focus only on their own contribution,
claiming (or denying) responsibility for the overall group's performance. Consider a
sports team analogy. A sports team in which each member is solely concerned with their
own performance statistics can result in uncoordinated activity that is suboptimal for the
team as a whole (imagine two receivers trying to catch a football, rather than one
blocking a defender for the other).

Develop collective efficacy. Supportive of a team orientation is the collective efficacy of
team members. Collective efficacy refers to perceptions that the team is able to perform
the task (in this case, resolve the conflict) (Bandura, 1986). Without collective efficacy,
team members will see the conflict as having low resolution potential, and will be
unlikely to try to manage the conflict. Often what is most important in predicting high
performance is that team members feel they have the capabilities to resolve the task and
non-task conflicts at hand (Jehn, 1997).

Develop trust. A key component in collaborative approaches to conflict resolution is trust
in team members. As defined in chapter 19 in this volume, trust is defined as confidence
in or reliance on another team member in terms of their morality (e.g., honesty) and
competence. Collaboration is characterized by high levels of interdependence,
information exchange, and therefore high reliance among team members. This high inter-
reliance results in the need to trust one another. Trust influences the willingness to share
information and receive information as accurate (Carnevale and Lawler, 1986; Kimmel,
Pruitt, Magenau, Konar-Goldband, and Carnevale, 1980). Trust also decreases the
likelihood that task conflicts will be perceived as attacking or personal in nature (Simons
and Peterson, 2000). Trust in a team is influenced by the trustworthiness of team
members as well as team members’ willingness to be trusting. Both of these factors will
be influenced by the composition of the team as well as the norms for honest and reliable
behavior within the group.

Open conflict communication norms. Collaboration requires open norms for the
expression of task-related conflict. Conflict communication norms can either be open to a
free exchange of concerns and dissention or discouraging and avoidant of those

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b30
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b3
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b15
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b6
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b16
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b16
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b29
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506617#b29


exchanges. If group members feel that it is appropriate and acceptable to discuss their
differing opinions, disagreements are more likely to have a positive effect on group
process and performance than if these disagreements are discouraged or avoided
(Lovelace et al., 1999). The ideal culture for a group is to have conflict norms that will
allow constructive, open task-related debates but not critical, personal attacks detrimental
to performance. In that non-task conflict can interfere with task performance, it should be
addressed offline, or avoided altogether.

When conflict norms result in avoidance, such that task conflict is suppressed, the lines of
communication will need to be opened for collaboration to be successful. Openness and
trust must be nurtured within these teams (Simons and Peterson, 2000). Trust must be
allowed to develop over time – through positive experiences group members will grow
more comfortable engaging in collaboration. The team leader can play an important role
in setting the norms for conflict communication in the team (Lovelace et al., 1999). In
addition, providing the team with the collaborative skills through training can aid in
successful conflict management.

Group member behavior

Collaboration is enacted through group member behavior. Thus it is important to identify
the behaviors that constitute collaboration. We look to the integrative negotiation
literature, which has identified integration of interests as a collaborative strategic
approach for managing conflict. Integration of interests includes increasing the
availability of resources (thus, “expanding the pie”) as well as sharing in the distribution
of those resources. The literature on integrative negotiation has identified a host of tactics
that aid in the identification of opportunities for joint gain. We focus on three that are
central to the process: exchange information, use packaging and trade-offs, and work to
break the chain of conflict escalation. While the list below is not exhaustive, it does
reflect current thinking in integrative negotiation and conflict resolution.

Exchange information. A key mechanism for enacting an integrative strategic approach
involves the exchange of truthful information. Exchanging information is believed to
increase insight into the other party's motivational structure and the probability that
negotiators will find integrative agreements, if a zone of agreement exists (Pruitt, 1981;
Putnam and Jones, 1982). The benefit of sharing information varies depending on the
type of information that is shared and how it is used. Sharing factual information, like
constraints or costs, can be used to merely inform the other party (a collaborative
application) or to substantiate one's position in an attempt to persuade the other party (a
less collaborative approach). Sharing information about preferences for a given issue (i.e.,
what you want and why you should have it your way) can be more confrontational in
nature and does not necessarily improve the quality of an agreement (Weingart et al.,
1996). In contrast, exchanging information about priorities across issues (i.e., the relative
importance of the issues to a negotiator and why) represents a collaborative type of
information exchange as it involves multiple issues and can facilitate trade-offs across
issues (Pruitt and Lewis, 1975; Thompson, 1991). Sharing information about priorities
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across issues is central to the development of integrative solutions through trade-offs
(Weingart, Bennett, and Brett, 1993).

Use packaging and trade-offs. It is not uncommon for discussions of multi-issue conflicts
to progress one issue at a time – with the group resolving one issue before moving to the
next. The problem with this approach is that trade-offs cannot be made across issues.
Trade-offs occur when both parties make concessions on less important issues (to
themselves) to gain advantage on another (Pruitt, 1981). This tactic is effective at
reconciling interests when parties have differing priorities on issues and when each party
gains more than they lose in the trade-off.

In order to make an effective trade-off team members must have some understanding of
others’ preferences and priorities. Team members can discover trade-offs by exchanging
information about priorities. This is a relatively direct approach in which team members
know their own priorities (what issues are most and least important to them) and are
willing to exchange this information. When team members are unwilling to share this
information (because they fear the other party might not reciprocate, putting themselves
at an information disadvantage), effective trade-offs can be identified by exchanging
multi-issue offers (i.e., packaging). When issues are packaged together, instead of being
considered independently and sequentially, it is easier to arrange trades or concessions as
negotiators search for packages that are mutually beneficial (Thompson, Mannix, and
Bazerman, 1988; Weingart et al., 1993). Discovering trade-offs through the exchange of
packaged offers is a more indirect method in that team members must infer others’
priorities by stated package preferences.

Work to break the chain of conflict escalation. One of the most difficult aspects of a
successful negotiation is trying to balance the cooperative and competitive components of
mixed-motive negotiations (Lax and Sebenius, 1986). Once a conflict takes on a
competitive or personal tone, it is very difficult to shift it to a more cooperative
interaction, as the conflict can escalate into a destructive cycle. One way to break the
chain of contentious behavior is to respond with integrative, collaborative responses
(Brett et al., 1998; Putnam and Jones, 1982). Collaboration is then more likely to
continue when that collaborative behavior is reciprocated than when it is not (Weingart,
Prietula, Hyder, and Genovese, 1999). Another method for breaking conflict spirals is
explicitly labeling the contentious reciprocation as unproductive during the interaction.
When a conflict is contentious and one party identifies the process as such, the other
party would be hesitant to continue in a contentious manner without appearing
intransigent. Directly responding to a threat by identifying it (“Are you threatening me?”)
demonstrates that the threat was not effective and may cause the party making the threat
to shift tactics or refocus onto the process (Brett et al., 1998).

Team member characteristics

Two team member characteristics influence collaboration in negotiation and team conflict
settings. The first is a cognition and the second a motive. These individual-level
characteristics influence the behavior engaged, and ultimately the team's atmosphere.
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Non zero-sum assumption. Parties to a conflict often assume that the situation is win–lose
(Thompson and Hastie, 1990). That is, they assume that one person's gain is another
person's equal loss on any given issue. This assumption interferes with the discovery of
mutually beneficial agreements because they do not effectively search for non process
task information and they do not engage in behaviors (e.g., trading off across issues)
necessary to improve joint gain (Pinkely, Griffith, and Northcraft, 1995). In contrast,
collaboration involves group members who assume that the conflict can be resolved to
group members’ mutual satisfaction.

Social motives. Social motives, whether derived from an individual's disposition (i.e.,
social value orientation) or situational cues (i.e., motivational orientation), influence the
level of collaboration in a group. Of the many social motives that have been studied in
the literature, cooperation – a high concern for self and high concern for other – has been
most closely associated with collaborative approaches. Groups composed of
cooperatively oriented members tend to achieve more mutually beneficial agreements
than individualistically oriented groups (i.e., groups comprised of members who are only
concerned about their own outcomes) (Weingart et al., 1993). Groups that don't begin
with all cooperative members, but include more cooperative members by the end of a
meeting, are more likely to reach agreement (Weingart and Brett, 1999).

Social motives influence quality of agreements through their effect on group member
behavior (Weingart et al., 1993). Cooperatively motivated team members tend to engage
in more integrative tactics (see above) and fewer contentious tactics (e.g., threats,
substantiation of position, power tactics) than do individualistically motivated team
members. Team members who are solely self-interested often promote a feeling of
competition and display more negative emotions. By perpetuating the conflict,
individualistic team members can instill a lack of collective efficacy in others.

Social motives and a team orientation in the group's atmosphere are closely interrelated.
Social value orientations (dispositional social motives) of individual team members
should influence the ease with which a team orientation can be established. A team
orientation will, in turn, send cues to team members, influencing their motivational
orientation (i.e., situationally derived source of social motives).

The Role of Negative Emotions

While many other emotions can be felt during a conflict episode (e.g., guilt, sadness, joy,
delight; see Plutchik, 1962; Russell, 1978, for overviews), frustration and anger are those
most often demonstrated in an organizational setting. Behavioral manifestations of
emotion include yelling, crying, banging fists, slamming doors, and having an angry tone.

When negative emotions run high, collaboration between the disputants might not be
possible. Collaboration requires a high level of interdependence. Team members that feel
animosity, frustration, anger or distrust are not likely to be willing to rely on one another.
Instead mediation by an outside party or co-team members might be necessary to sort
through the negative emotions and ascribe more positive attributions to other team
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members’ behavior. Team members who are not emotionally inflamed might take the
disputants off-site, such as into a social setting for drinks, or a walk, where they can
reestablish their interpersonal bonds and discuss their concerns. If the negative emotions
are so inflamed among two members that they are not willing to talk, we recommend
having two members who are closest to each of the adversaries talk, collaboratively, with
each of the parties. Then the two facilitators (i.e., third and fourth parties) can talk and try
to bring all four together. Finally, a trusted outsider to the team (e.g., manager or
colleague) could help high negative emotion teams get to the point where they can
engage in collaboration and constructive conflict without assuming the worst of others. It
is also possible to restructure the group to separate the two opposing parties or factions,
but we recommend this only as a last resort, as we assume that the specific team
membership is critical to the specific task at hand.

Case Studies

In order to illustrate the use of collaboration in teams, we present two case examples of
team conflict: one managed ineffectively, the other effectively. The first provides an
example of ineffective conflict management – the team lacks a common goal, team
members are more concerned about satisfying their own concerns rather than finding
solutions that are optimal for the team, and as a result get caught in conflict spirals. The
second example shows how another team working on the same task is able to manage
their conflicts using collaborative strategies and tactics.

These examples are compilations of conflicts we have observed in our research on teams
in organizations. Both examples involve crossfunctional product development teams and
focus on task conflict. These teams comprise many parties (including marketing
representatives and suppliers), but here we will focus on two central parties – designers
and engineers. The team's goal is to design a high-quality, low-cost automobile that will
meet customers’ preferences and desires. Each sub-group has its own concerns. The
designers are responsible for the brand image and appearance of the car. The engineers
are responsible for the functioning of the car and its components and have primary
responsibility for keeping costs within budget. Unfortunately, these interests are not
always in line with one another. A design change championed by the designers often
necessitates a change in engineering design or increased costs. Or a product attribute
desired by the customer (according to marketing) might not be feasible within design,
cost, or function constraints. The use of teams in this context allows for representatives
from each domain to jointly reach decisions that involve conflicting preferences.

In contrast to more typical product design approaches that treat the process in a more
linear fashion (design, engineer, then market), crossfunctional product development
(CPD) teams have the potential for input from the different sub-groups when making
decisions. Joint decisions are more likely to reflect the interests and concerns of all
parties involved. When crossfunctional teams are truly integrated – that is, they work as a
collaborative team – they experience fewer design iterations and shortened product
development cycles (Ulrich and Eppinger, 1995). Integrated product development (IPD)
teams also produce higher-quality decisions – by reflecting the interests of all relevant
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parties, the decisions are less likely to require alteration or renegotiations (Cagan and
Vogel, 1999).

While the potential for high-quality decisions increases, so does the potential for conflict.
Differences must be tackled head on. Underlying assumptions must be surfaced,
conflicting interests must be identified – “hidden agendas” brought out in the open.
Whether these conflicts cripple the team or are leveraged into high-quality decisions
depends on how the team manages this conflict.

Example 1: dysfunctional crossfunctional product development (CPD) team

Consider a crossfunctional product development team designing a subsystem of a new
model of an automobile. This team is responsible for the design of the car's interior. They
are at mid-stage in the design process. Many decisions have been made about the design
and functionality of the interior. Models have been developed and general layouts for
components (e.g., the console, instrument panel, etc.) have been determined. Engineering
feels it has worked out most of the major functionality issues and was able to remain
within budget, but just barely. Then design comes in with a change in styling. In order to
maintain brand identity, the shape and flow from the instrument panel to the console
needs to change. Engineering is furious. Implications for this change are large. The
changes will require a redesign of the placement of internal components within the
instrument panel and console. To make these changes will be costly – it will require
money that is not there. Design is indifferent to these concerns – they believe that the
aesthetic component is what sells the car – and their job is to make sure the automobile
sends a coherent message to the customer.

Each group sees the problem from its own perspective and neither is willing to give
ground. Engineering tells design, “it can't be done.” Design is tired of engineering's “no
can do” attitude and continues to put pressure on engineering until engineering is willing
to “make it work.” Several meetings occur in which engineering and design try to
convince the other on the merits of their positions. Arguments get heated, tempers flare.
Little progress is made. After many heated discussions, a compromise solution is reached
which moves away from the design intent, compromises functionality, and increases cost.

This conflict can be characterized as a task conflict with low resolution potential (i.e.,
team members have low collective efficacy). It involved an important aspect of their task
performance and needed to be resolved, but neither side believed they had the ability to
resolve the conflict. There was no sense of a team orientation – rather than focus on
developing the best product, each side focused on its own concerns. Conflict norms were
more toward blaming and attacking than listening and building. Negative emotions were
evidenced. What transpired was a contentious conflict, pitting “us” against “them,”
resulting in a solution that neither party was especially happy with. Was there another
way out of this conflict? What could the team have done to find a better solution?

Example 2: collaborative integrated product development (IPD) team
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Consider another design team working on the same component. This team faces the same
change in styling. But this time, design presents the change in terms of a shared problem
– they take responsibility for the change and are willing to consider its implications.
Engineering is then willing to collaborate with design to try to make the change possible.
The IPD team has a frank discussion about the implications of the change. Design tries to
come up with less expensive and less disruptive ways to change the console and
instrument panel while maintaining design intent. Engineering tries to develop innovative
ways to fit the internal components in the new space. They also start looking for
additional sources of funding for the change from the overall vehicle budget. Some
discussions grow heated, but frustration is focused on the problem rather than one another,
and is quickly dispersed. Several potential solutions are developed. A dominant option
emerges which includes a slight design modification that provides adequate space for a
key component and some additional funding is found.

This conflict situation differed in several ways from the previous example. While the
conflict was as important to the IPD team as the first team, collective efficacy was high.
Both engineers and designers believed a solution was possible. They viewed themselves
as a team tackling a common problem. Conflict norms supported open information
exchange and constructive discussions. Emotions remained under control. An integrative
solution evolved because the entire IPD team “owned” the problem and worked together,
collaboratively, to develop a solution. They trusted one another's expertise, motives, and
information in a way that allowed them to reach a mutually satisfactory solution. A team
orientation, trust in one another, and a belief that a jointly beneficial solution was
possible motivated the team to search together for a solution. This search involved
sharing information, creativity, some trade-offs, and an effort to avoid turning task
frustration into personal attacks. In addition to a high-quality agreement, this successful
conflict resolution process reinforced the team's belief in its ability to solve problems and
will make the team more willing to tackle similar problems in the future.

Summary

What differentiates these teams is the use of a collaborative approach to making decisions
and resolving conflict. The first team's conflict was very contentious, plagued by fixed-
pie perceptions and individualistic orientations – an “us versus them” framing of the
problem. Much of the conflict revolved around ownership of the problem – engineering
versus design. In contrast, the collaborative team shared ownership of the problem and
developed solutions that recognized the concerns and interests of all parties involved.
They worked as a team rather than a collection of individuals with their own concerns.
The first team was not willing to openly share information nor did they trust the
information that was received. The information exchange that did occur served the
purpose of bolstering a priori positions. As a result, each side recognized the potential
bias in information received. In contrast, the collaborative team used information to
develop understanding and potential solutions. Because motives were cooperative, it was
easier to trust the information provided. Finally, where the first team was very positional
in making demands (“my way is the only way”) resulting in a stalemate, the collaborative
team used creativity and trade-offs to develop potential solutions. What resulted for the



non-collaborative team was a time-consuming, contentious, and sometimes emotional
and personal conflict and an unsatisfactory solution. The collaborative team was able to
succeed because it managed the conflict by focusing on team goals, exchanging truthful
information, developing trust, and using trade-offs and creativity to find integrative
solutions that satisfied both engineering's and design's concerns. Collaboration proved to
be an invaluable tool for managing conflict for this team – as it does for many others.
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Introduction

One of the most important determinants of managerial effectiveness is success in
influencing people. Effective managers influence subordinates to perform the work
effectively, they influence peers to provide support and assistance, and they influence
superiors to provide resources and approval of necessary changes. The concept of
“power” has been very useful for understanding how people are able to influence each
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other in organizations (Mintzberg, 1983; Pfeffer, 1981, 1992). Power is usually defined
as the capacity to influence people and events. It is a flexible concept that can be used in
many different ways. For example, power has been used to explain the influence of
groups on organization decisions, and the influence of one organization on another. In
this chapter the focus is on the potential of one individual (called the “agent”) to
influence the behavior and attitudes of other individuals (called “target persons”) in the
same organization.

An agent will have more power over some people than over others and more influence
for some types of issues than for others. Power is a dynamic variable that changes as
conditions change. A person's power can increase or decrease dramatically over a
relatively short period of time. Moreover, there are different types of power, and an agent
may have more of some types than of others. This chapter will identify different types of
individual power and describe effective ways to exercise each type.

The manner in which power is enacted usually involves influence behavior by the agent.
Specific types of influence behavior are called influence tactics. This chapter will
examine several influence tactics commonly used in organizations. The relative
effectiveness of the various influence tactics will be described and the conditions for their
successful use will be identified.

Types of Power

Behavioral scientists usually differentiate between position power and personal power.
Position power is potential influence derived from one's position in the organization. This
type of power is usually specified and limited by organizational policies, formal reward
systems, legal constraints, and union contracts. Four specific types of position power are
legitimate authority, reward power, coercive power, and information power (French and
Raven, 1959; Yukl and Falbe, 1991). Personal power is potential influence derived from
agent characteristics. Two specific types of personal power are expert power and referent
power.

The research on power and influence is still too limited to provide clear and unequivocal
guidelines on the best way to exercise each type of power (Yukl, 1998). Nevertheless, by
drawing upon a diverse literature in the social sciences that includes research on power,
leader behavior, motivation, communication, counseling, supervision, and conflict
resolution, it is possible to develop some tentative guidelines. This section of the chapter
will describe specific types of power and the conditions for exercising each type of power
effectively.

Legitimate power

Legitimate power is derived from authority, which is the perceived right of the agent to
influence specified aspects of the target person's behavior. The underlying basis for
legitimate power is the agreement by members of an organization to comply with rules
and legitimate requests in return for the benefits of membership (March and Simon,
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1958). The conditions for continued membership may be set forth in a formal, legal
contract, but the agreement to comply with legitimate authority is usually an implicit
mutual understanding. Legitimate power is strengthened by an internalized value among
people that it is proper to obey authority figures, show respect for the law, and follow
tradition.

The amount of legitimate power reflects the chain of command and is usually much
stronger in relation to subordinates than in relation to peers, superiors, or outsiders.
However, even when the agent has no direct authority over a target person (e.g., a peer),
the agent may have the legitimate right to make requests for necessary information,
supplies, support services, technical advice, and assistance in carrying out interrelated
tasks. The scope of authority for a position occupant is often specified in writing by
documents (e.g., the job description, the employment contract, organization bylaws), but
even when such documentation exists, there usually remains considerable ambiguity
about an individual's scope of authority (Davis, 1968).

Authority is usually exercised by making a request or command orally or in writing. A
polite request is more effective than an arrogant demand, because it does not emphasize a
status gap or imply target dependence on the agent. Use of a polite request is especially
important for people who are likely to be sensitive about status differentials and authority
relationships, such as someone who is older than the agent or who is a peer rather than a
direct subordinate.

Making a polite request does not imply that the agent should plead or appear apologetic
about the request. To do so risks the impression that the request is not worthy or
legitimate, and it may give the impression that compliance is not really expected (Sayles,
1979). A legitimate request should be made in a firm, confident manner. In an emergency
situation, it is more important to be assertive than polite. A direct order by a leader in a
command tone of voice is sometimes necessary to shock subordinates into immediate
action in an emergency. In this type of situation, subordinates associate confident, firm
direction with expertise as well as authority (Mulder, Ritsema van Eck, and de Jong,
1970). To express doubts or appear confused risks the loss of influence over subordinates.

Compliance with a request is more likely if it is perceived to be within the agent's scope
of authority. A request that appears to be illegitimate is likely to be ignored or otherwise
resisted, especially if the requested activity is also tedious, dangerous, or unpleasant. The
issue of legitimacy is likely to be raised for unusual requests and for requests made to
people over whom the agent has no direct authority. If there is any doubt about the right
to make a request, its legitimacy should be verified by the agent.

Reward power

Reward power involves control over desirable resources and rewards. This type of power
is greatest when the target is highly dependent on the agent for attaining the reward and
cannot get it any other way. Reward power stems in part from formal authority. The
authority to allocate rewards to others varies greatly across organizations and from one
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type of position to another within the same organization. The higher a person's position in
the authority hierarchy of the organization, the more control over scarce resources the
person is likely to have. Reward power over subordinates is usually much stronger than
reward power over peers or superiors.

One form of reward power over subordinates is influence over their compensation,
benefits, and career progress. Most managers are authorized to give pay increases,
bonuses, or other economic incentives to deserving subordinates. Reward power is
derived also from control over other tangible benefits such as a promotion, a better job, a
better work schedule, a larger operating budget, a larger expense account, formal
recognition (e.g., awards, commendations), and status symbols such as a larger office or a
reserved parking space.

Reward power is also a source of influence over peers who depend on the agent for
resources, funds, information, or assistance not otherwise provided by the formal
authority system. Trading of favors needed to accomplish task objectives is a common
form of influence among peers in organizations, and research indicates that it is important
for the success of middle managers (Cohen and Bradford, 1991; Kaplan, 1984; Kotter,
1985). Access to a powerful person inside or outside the organization also provides an
opportunity for an agent to seek favors for others who lack such access, thereby
increasing the agent's reward power.

Upward reward power of subordinates is very limited in most organizations. Subordinates
seldom have any direct influence over the reputation and career of their boss, unless the
organization relies on ratings by subordinates to evaluate its managers. Nevertheless,
subordinates usually have some indirect influence. If they perform well and speak
favorably about the boss, his or her reputation will be enhanced (Mechanic, 1962).
Occasionally subordinates also have reward power based on their ability to acquire
resources outside of the formal authority system of the organization. For example, a
department chairperson in a state university was able to obtain discretionary funds from
grants and contracts, and these funds were used as a basis for influencing the decisions
made by the college dean, whose own discretionary funds were very limited.

Reward power is most commonly exercised with an explicit or implicit promise to give
the target person something under the agent's control for carrying out a request or
performing a task. Compliance is most likely if the reward is something valued by the
target person, and the agent is perceived as a credible source of the reward. Thus, it is
essential to determine what rewards are valued by the people one wants to influence, and
agent credibility should not be risked by making unrealistic promises or failing to deliver
on a promise after compliance occurs.

Even when the conditions are favorable for using rewards, they are more likely to result
in compliance rather than commitment. A promised reward is unlikely to motivate
someone to put forth extra effort beyond what is required to complete the task. The target
person may be tempted to neglect aspects of the task not included in the specification of
performance criteria or aspects not easily monitored by the agent.
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Rewards may result in resistance rather than compliance if used in a manipulative manner.
The power to give or withhold rewards may cause resentment among people who dislike
being dependent on the whims of a powerful authority figure, or who believe that the
agent is manipulating them to his or her own advantage. Even when the reward is
attractive, resistance may occur if the reward is seen as a bribe to get the target person to
do something improper or unethical.

Coercive power

Another related source of power is control over punishments and the capacity to prevent
someone from obtaining desired rewards. Compliance is motivated primarily by fear and
is more likely if the agent is perceived as willing and able to punish the target person. The
formal authority system of an organization usually specifies the legitimate use of
punishment, which varies greatly across different types of organizations.

Coercive power is usually much greater in relation to subordinates than in relation to
peers or superiors. Coercive power is derived from the authority of a manager to punish
subordinates for violation of rules and policies, or failure to comply with legitimate
orders and requests. Many different forms of punishment may be available, including
dismissal, suspension, demotion, reassignment to a less desirable job, or a decrease in pay
or benefits. However, the use of coercive power over subordinates is limited by the
counterpower subordinates have over their leader. When leaders are tempted to use
coercion on a large scale against followers, it undermines their authority and creates a
hostile opposition seeking to restrict their power or remove them from office (Blau, 1956).

Opportunities for coercion of peers are usually very limited. A person can threaten to
withhold future cooperation or complain to the superior of a peer who refuses to carry out
legitimate requests. Sometimes a manager of one sub-unit has the authority to reject the
products or plans of another sub-unit, and this authority also provides some coercive
power. However, since mutual dependencies usually exist in lateral relations between
managers of different sub-units, coercion is likely to elicit retaliation and escalate into a
conflict that benefits neither party.

Upward coercive power is also very limited in most organizations, but subordinates often
have more of this type of counterpower than they realize. It is possible for them to
damage the reputation of the boss by restricting production, sabotaging operations,
initiating grievances, holding demonstrations, or making complaints to higher
management (Mechanic, 1962). In organizations with elected leaders, if enough
subordinates want to remove a leader from office, they usually have sufficient power to
do so.

Coercive power is invoked by a threat or warning that the target person will suffer
undesirable consequences for noncompliance with a request, rule, or policy. The threat
may be explicit, or it may be only a hint that the person will be sorry for failing to do
what the agent wants. The likelihood of compliance is greatest when the threat is
perceived to be credible, and the target person strongly desires to avoid the threatened
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punishment. Sometimes it is necessary to establish credibility by demonstrating the
ability to cause unpleasant consequences for the target person. However, even a credible
threat may be unsuccessful if the target person refuses to be intimidated or believes that a
way can be found to avoid compliance without being detected by the agent.

It is best to avoid using coercion except when absolutely necessary, because it is difficult
to use and likely to result in undesirable side effects. Coercion often arouses anger or
resentment, and it may result in retaliation. In work organizations, the most appropriate
use of coercion is to deter behavior detrimental to the organization, such as illegal
activities, theft, violation of safety rules, reckless acts that endanger others, and direct
disobedience of legitimate requests. Coercion is not likely to result in commitment, but
when used skillfully in an appropriate situation, there is a reasonably good chance that it
will result in compliance.

Control over information

Access to information and control over its distribution provide another source of power in
organizations. Some positions are strategically located in the communication network of
an organization, and such positions can provide exclusive access to vital information and
control over its distribution (Pfeffer, 1981).

Control over information makes it easier to interpret events for people in a way that
serves the agent's interests. It is easier to cover up mistakes and poor decisions, or to
delay their discovery. The impression of agent expertise can be heightened by
exaggerated reports of successful performance. People in leadership positions often have
sufficient control over the distribution of information to keep subordinates dependent and
make it difficult for them to challenge the leader's decisions.

Control over the upward flow of information can be used to influence decisions made by
superiors (Mechanic, 1962; Pettigrew, 1972). The agent supplies information that biases
the target's perception of the problem and evaluation of alternatives. For example, a
manager was able to influence the selection of a computer by systematically providing
the board of directors with information that favored one option and discredited others
(Pettigrew, 1972).

Information power is also available in a boundary-role position in which a person has
primary responsibility for dealing with outsiders who are important for the continued
prosperity and survival of the organization. For example, when consumer preferences are
changing rapidly, a person who has the contacts with key customers is likely to have
considerable information power in the organization.

Expert power

Expert power is perceived expertise in solving problems and performing task activities
(French and Raven, 1959). This type of power can be acquired by demonstrating
competence, such as by making decisions or initiating changes that prove successful, or
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by giving advice or making predictions that prove to be correct. Expertise is a source of
power only if others are dependent on the person for advice and assistance. The more
important a problem is to the target person, the greater the power derived by the agent
from possessing the necessary expertise to solve it. Dependency is increased when the
target person cannot easily find another source of advice besides the agent (Hickson,
Hinings, Lee, Schneck, and Pennings, 1971; Patchen, 1974).

Expert power depends to a large extent on the perception of others that the agent has
unique expertise to solve important problems for them. Sometimes people over-estimate
the agent's expertise, and the agent gains more power than is warranted. Sometimes
expert power generalizes beyond the specific type of problem or task for which the
person has special skills or knowledge. For example, a person who is skilled in
conducting market surveys may also be considered an expert in designing new products,
even though this person actually has little technical skill in product design. In the short
run, perceived expertise is more important than real expertise, and some people are able
to gain influence from pretending to have special expertise. However, over time, as the
agent's knowledge is put to the test, target perceptions of the agent's expertise are likely
to become more accurate.

When the agent has a lot of expert power and is trusted as a reliable source of information
and advice, the target person may carry out a request without receiving any explanation
for it. One example is a patient who takes medicine prescribed by a doctor without
knowing much about the medicine. Another example is an investor who purchases stocks
recommended by a financial consultant without knowing much about the companies that
issued the stocks. It is rare to possess this much expert power. In most cases, the agent
must support a proposal or request by making logical arguments and presenting evidence
that appears credible. Successful influence depends on the leader's credibility and
persuasive communication skills in addition to technical knowledge and analytical ability.
Proposals or requests should be made in a clear, confident manner, and the agent should
avoid making contradictory statements or vacillating between inconsistent positions.

Expert power is based on a knowledge differential between the agent and the target
person, but the very existence of such a differential can cause problems if the agent is not
careful about the way expert power is exercised. An agent who flaunts superior expertise
may elicit resistance, especially if the target person is a peer or superior in the
organization. In the process of presenting rational arguments, some people lecture in an
arrogant, condescending manner, thereby conveying the impression that the listener is
ignorant. In their efforts to sell a proposal, some people fire a steady stream of arguments,
rudely interrupting any attempted replies and dismissing any objections or concerns
without serious consideration. Even when the agent is acknowledged to have more
expertise, the target person usually has some relevant information, ideas, and concerns
that should be considered.

Referent power
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Referent power is derived from the desire of others to please an agent toward whom they
have strong feelings of affection, admiration, and loyalty (French and Raven, 1959).
People are usually willing to do special favors for a friend, and they are more likely to
carry out requests made by someone they greatly admire. The strongest form of referent
power involves the influence process called personal identification. A person who
identifies with an agent is usually willing to make great sacrifices to gain and maintain
the agent's approval and acceptance. The target person is likely to do what the agent asks,
imitate the agent's behavior, and develop attitudes similar to those expressed by the agent.

Referent power is usually greater for someone who is friendly, attractive, charming, and
trustworthy. This type of power is increased by showing concern for the needs and
feelings of others, demonstrating trust and respect, and treating people fairly. However, to
achieve and maintain strong referent power usually requires more than just flattery,
favors, and charm. Referent power ultimately depends on the agent's character and
integrity. Over time, actions speak louder than words, and someone who tries to appear
friendly but manipulates and exploits people will lose referent power. Integrity is
demonstrated by being truthful, expressing a consistent set of values, acting in a way that
is consistent with one's espoused values, taking personal risks to promote and defend
important values, and carrying out promises and agreements.

Referent power is an important source of influence over subordinates, peers, and
superiors, but it has limitations. A request based solely on referent power should be
commensurate with the extent of the target person's loyalty and friendship toward the
agent. Some things are simply too much to ask, given the nature of the relationship.
When requests are extreme or made too frequently, the target person may feel exploited.
The result of such behavior may be to undermine the relationship and reduce the agent's
referent power.

Strong referent power will tend to increase the agent's influence over the target person
even without any explicit effort by the agent to invoke this power. When there is a strong
bond of love or friendship, it may be sufficient merely to ask the target person to do
something. When referent power is not this strong, it may be necessary to invoke the
salience of the relationship by making a personal appeal (an influence tactic described
later in this chapter).

Another way to exercise referent power is through “role modeling.” A person who is well
liked and admired can have considerable influence over others by setting an example of
proper and desirable behavior for them to imitate. When identification is strong, imitation
is likely to occur even without any conscious intention by the agent. Because people also
imitate undesirable behavior in someone they admire, it is important to be aware of the
examples one sets.

How Much Power Is Needed?

Research shows that power is related to leadership effectiveness in complex ways.
Effective leaders develop a considerable amount of expert and referent power, and they
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rely more on this personal power than on position power to influence people (Yukl, 1998).
Nevertheless, some position power is usually necessary to accomplish the work. Without
sufficient authority to reward competent subordinates, make necessary changes, and
punish chronic troublemakers, it is difficult to develop a high-performing group or
organization.

How much position and personal power is necessary will depend in part on what one
seeks to accomplish. More power is needed to implement major changes in an
organization, especially when there is strong opposition to change. In this difficult
situation, a leader needs sufficient personal power to convince people that change is
desirable, and sufficient position power to overcome the opposition and buy time to
demonstrate that the proposed changes are feasible and effective.

Although some position power is needed by leaders to carry out their responsibilities, a
person who has a great deal of position power may be tempted to rely on it too much
instead of making an effort to develop and use expert and referent power. The notion that
power corrupts is especially relevant for position power. Leaders with strong position
power are more likely to perceive subordinates as objects of manipulation, devalue their
worth, maintain more social distance from them, used rewards and punishments more
often, and attribute the cause of subordinate achievements to the leader's power rather
than to the intrinsic motivation and voluntary efforts of subordinates (Kipnis, 1974). Thus,
a moderate amount of position power is probably optimal in most situations, rather than
too much or too little (Yukl, 1998).

Extreme amounts of personal power can also corrupt a person. A leader with substantial
expert and referent power may be tempted to act in ways that will eventually lead to
failure (McClelland, 1975; Zaleznik, 1970). Surrounded by adoring supporters, a leader
may begin to believe that he or she has a monopoly on wisdom and expertise. Thus,
although it is desirable for a leader to develop strong personal power, it is also desirable
for followers to retain some influence over key decisions. Effective leaders create
relationships in which they have strong influence over subordinates but are also receptive
to influence from them. These leaders consult with subordinates and encourage them to
participate in making important decisions for the work unit.

Exercising Power

Up to now the discussion has involved the general use of power. However, when
describing the exercise of power, it is usually more meaningful to focus on specific
influence attempts. The success of an influence attempt is a matter of degree, but it is
helpful to differentiate among three levels of success. Commitment means the person is
enthusiastic about the request and makes a maximum effort to do it effectively.
Compliance means that the person is indifferent about the request and makes only a
minimum effort. Resistance means the person is opposed to carrying out the request and
tries to avoid doing it. Commitment is desirable for requests that require the person to
take initiative in dealing with problems and to be persistent in the face of setbacks and
difficulties. Compliance is often sufficient for a simple, routine type of request.
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As noted earlier, a common form of influence behavior in organizations is to make a
“simple request” based on legitimate power. This form of influence is most likely to be
successful if the request is reasonable, it is clearly relevant for the mission of the agent's
work unit, it is something the target person knows how to do, and it does not jeopardize
the target person's own job performance. However, even when a simple request is
perceived to be legitimate, it often results in subordinate compliance rather than
commitment. When the request involves actions perceived by the target to be unpleasant,
unnecessary, or detrimental, the reaction to a simple request is likely to be resistance.

Specific influence tactics are usually necessary to gain commitment for requests not
initially considered by the target person to be important and feasible. Over the past
twenty years, several researchers have attempted to identify distinct types of influence
tactics used by individuals in organizations (e.g., Kipnis, Schmidt, and Wilkinson, 1980;
Schilit and Locke, 1982; Yukl and Tracey, 1992). This section of the chapter describes
ten proactive influence tactics that are relevant for understanding effective influence in
organizations. Each tactic will be explained briefly, and the conditions favoring its use
will be described.

Legitimating tactics

When authority is ambiguous or legitimacy in doubt, an agent may use a legitimating
tactic to establish the legitimacy of a request or command. Examples of legitimating
tactics include providing evidence of prior precedent, showing consistency with
organizational policies and rules, and showing consistency with professional role
expectations. Another legitimating tactic is to indicate that the request was approved by
higher management or someone else with proper authority. Sometimes the legitimacy of
a request or command can be verified by documentation such as written rules, policies,
charters, contracts, plans, job descriptions, or memos from authority figures.

Rational persuasion

With rational persuasion, the agent presents logical arguments and factual evidence that a
proposal or request is important and feasible. In the most common form of rational
persuasion, the agent emphasizes the potential benefits for the organization. This form of
rational persuasion is appropriate when the target person shares the same task objectives
as the agent but does not recognize that the agent's proposal is the best way to attain the
objectives. On the other hand, if the agent and target person have incompatible objectives,
this type of rational persuasion is unlikely to be successful for obtaining commitment or
even compliance. Thus, it is usually advisable to check first for agreement on objectives
before using this influence tactic.

Another form of rational persuasion is to emphasize the benefits of a request or proposal
for the target person as an individual. The agent may explain how a request will further
the target person's career, improve the person's skills, or make the person's job easier.
Unlike exchange, the agent is not offering to give the target something, but is only
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pointing out that a proposed course of action will help get the target person something he
or she wants.

An agent's technical knowledge is the source of facts and arguments used to build a
persuasive case. However, in addition to facts and evidence, a persuasive case usually
includes some opinions or inferences that the agent asks others to accept at face value
because there is insufficient evidence to verify them. Thus, influence derived from
rational persuasion is greater when the agent is perceived to be credible and trustworthy.
Expert power, information power, and referent power can all enhance the effectiveness of
rational persuasion. Finally, an agent needs considerable skill in persuasive speaking to
present a case in a way that will have the maximum possible influence.

Inspirational appeals

An inspirational appeal is an attempt to develop enthusiasm and commitment by arousing
strong emotions and linking a request or proposal to the target person's needs, values,
hopes, and ideals. Some possible bases for appeal include the target person's desire to be
important, to feel useful, to accomplish something worthwhile, to make an important
contribution, to perform an exceptional feat, to be a member of the best team, or to
participate in an exciting effort to make things better. Some ideals that may be the basis
for an inspirational appeal include patriotism, loyalty, liberty, freedom, self-fulfillment,
justice, fairness, equality, love, tolerance, excellence, humanitarianism, and progress. For
example, employees are asked to work extra hours on a special project because it may
save many lives.

Inspirational appeals vary in complexity, from a brief explanation of the ideological
justification for a proposed project or change, to a major speech that articulates an
appealing vision of what the organization could accomplish or become. The complexity
of an inspirational appeal depends in part on the size of the task to be undertaken, the
amount of effort and risk involved, and the extent to which people are asked to deviate
from established, traditional ways of doing things. To formulate an appropriate appeal,
the agent must have insight into the values, hopes, and fears of the person or group to be
influenced. The effectiveness of an inspirational appeal also depends on the agent's
communication skills, such as the ability to use vivid imagery and metaphors, manipulate
symbols, and employ voice and gestures to generate enthusiasm and excitement.

Consultation

Consultation is an attempt to increase the target person's motivation to carry out a request
or support a proposal by involving the person in determining how it will be done.
Consultation can take a variety of forms when used as an influence tactic. For example,
the agent may present a detailed policy, plan, or procedure to a target person who will be
involved in implementing it to see if the person has any doubts, concerns, or suggestions
for improvement. In the discussion that follows, which is really a form of negotiation and
joint problem-solving, the agent tries to find ways to modify the details of the proposal to
deal with the target person's major concerns. In another variation of consultation, the



agent presents a general strategy or objective to the target person rather than a detailed
proposal and asks the person to help plan how to attain the objective or to suggest
specific action steps for implementing the strategy. The suggested action steps are
discussed until there is agreement by both parties.

For consultation to be feasible, the target person must have at least moderate agreement
with the objective that the agent wants to attain. The target person will not be very
enthusiastic about suggesting ways to attain an objective that is unacceptable. Thus, it is
important for the agent to understand the target person's attitudes towards the influence
objective before selecting consultation as an influence tactic.

Exchange tactics

Exchange tactics involve an offer by the agent to reward the target person for doing what
the agent requests. The essential condition for use of exchange tactics is control over
rewards that are attractive to the person. In addition, the agent must be perceived as
trustworthy enough to actually provide the promised rewards. Thus, exchange tactics are
facilitated by the agent's reward power and credibility.

Use of an incentive is especially appropriate when the target person is indifferent or
reluctant about complying with a request. In effect, the agent offers to make it worthwhile
to comply by promising to provide a reward that is desired by the target person. The
reward offered by the agent may take many forms, such as recommending a pay increase
or promotion for the person, sharing scarce resources with the person, helping the person
do another task, providing information, providing political support on some issue or
proposal, putting in a good word to help advance the person's career, and offering to
share the benefits obtained from a project or activity. Sometimes the promise may be
implicit rather than explicit. That is, the agent may suggest returning the favor in some
unspecified way at a future time.

Personal appeals

A personal appeal involves asking someone to do a favor based on friendship or loyalty
to the agent. This tactic is one way to enact referent power, although when referent power
is very strong, a personal appeal may not be necessary. If considerable effort is required
to comply with a request, the target person should understand that the request is indeed
important to the agent. If a request is not perceived to be important to the agent, it may be
ignored or carried out with only a minimal effort. Thus, whenever appropriate, the
importance of the request to the agent should be explained to the target person.

Personal appeals can take several forms. One form is to ask the target person to carry out
a request or support a proposal as a personal favor. Another form is to emphasize the
close relationship between agent and target before asking for something. A third form is
to say that you need to ask for a favor before saying what it is. If the target person agrees,
then it will be awkward to say no when the request is explained. The risk with this form



of personal appeal is that the target person may feel resentment if manipulated into doing
something unpleasant.

Ingratiation tactics

Ingratiation is behavior that makes the target person feel accepted and appreciated by the
agent. Examples include giving compliments, showing respect, and acting especially
friendly and helpful before making a request. When ingratiation tactics are sincere, they
can strengthen a friendship, increase referent power, and make a target person more
willing to consider a request. However, if the target person perceives that the agent is
being insincere and manipulative, then ingratiation will not increase compliance.

An especially effective form of ingratiation is to explain how the target person is
uniquely qualified to carry out a difficult request, and/or to express confidence that the
target person is able to successfully carry out a difficult request. Ingratiation can be used
not only for an immediate influence attempt, but also as a longer-term strategy to
improve relationships with people and gain more referent power (Liden and Mitchell,
1988; Wayne and Ferris, 1990).

Pressure tactics

Pressure tactics include threats, warnings, repeated demands, and frequent checking to
see if the person has complied with a request. Sometimes when a request has been
ignored, an angry complaint to the person is sufficient to invoke the possibility of
unpleasant consequences and induce compliance, particularly if the person is just lazy or
apathetic rather than strongly opposed to the action. Sometimes explicit warnings or
threats are necessary to get compliance with legitimate requests or rules that are
unpopular.

Strong forms of pressure tactics such as threats of punishment are based on coercive
power and depend on the target's perception that the agent is able and willing to carry out
the threats. A limitation of most pressure tactics is that they may have serious side effects.
Threats and intimidation are likely to undermine working relationships and may lead to
avoidance by the target person or use of counterpower against the agent. For this reason,
pressure tactics should not be used except as a last resort when other influence tactics
have failed.

Coalition tactics

Coalitions are an indirect type of influence tactic wherein the agent gets assistance from
other people to influence the target person. The coalition partners may include peers,
subordinates, superiors, or outsiders (e.g., clients and suppliers). One form of coalition
tactic is to have other people talk to the target person and express support for the agent's
request or proposal. Another form of coalition tactic is for the agent to bring to a meeting
someone who will help to present a proposal to the target person. A third form of
coalition tactic is to use the prior endorsement of coalition partners as a basis for making
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a stronger appeal to the target person. The appropriate form of coalition depends on the
nature of the request, the agent-target relationship, and the amount of resistance expected
or encountered.

Coalition tactics are always used in combination with one or more of the direct influence
tactics. For example, the agent and a coalition partner may both use rational persuasion to
influence the target person. The tactics used by coalition partners are not always the same
ones used by the agent. For example, in a version of the “good cop-bad cop” strategy, the
agent uses ingratiation and rational persuasion, and the coalition partner uses pressure.

Upward appeals

Upward appeals occur when the agent seeks help from someone with authority over the
target person. When the third party is asked to help influence the target person to do what
the agent wants, then the upward appeal is also a coalition tactic. Upward appeals are
used primarily as a last resort when repeated attempts to influence the target person with
other tactics are unsuccessful. The target person for an upward appeal is usually a peer,
but sometimes this tactic is used to influence a subordinate or the boss. It is risky to use
an upward appeal to influence the boss, because it is likely to elicit resentment. Even
when used with a peer, an upward appeal may cause resentment if it is viewed as an
attempt to force the peer to do what the agent wants. The resentment may undermine
agent-target relations, and it can lead to covert forms of resistance by the target person.

Another form of upward appeal is to ask someone with higher authority to mediate the
disagreement and help find a mutually satisfactory solution. This form of upward appeal
is especially useful for dealing with strong resistance by a peer. If skillfully handled by
the third party, the intervention may improve rather than undermine relations between the
agent and target. However, the need to ask a superior for help may reflect poorly on the
interpersonal skills of the agent.

Effectiveness of Different Influence Tactics

Research comparing influence tactics indicates that some are usually more effective than
others (Falbe and Yukl, 1992; Yukl, Kim, and Falbe, 1996; Yukl and Tracey, 1992).
Consultation and inspirational appeals are two of the most effective tactics for
influencing target commitment to carry out a request or support a proposal. Rational
persuasion can be very effective depending on how it is used. A strong form of rational
persuasion (e.g., a detailed proposal, elaborate documentation, a convincing reply to
concerns raised by the target person) is often effective, whereas a weak form of rational
persuasion (e.g., a brief explanation, an assertion without supporting evidence) is much
less likely to be effective.

Exchange and ingratiation are moderately effective for influencing subordinates and
peers, but these tactics are difficult to use for influencing superiors. Subordinates do not
have much to exchange with bosses, and offers of exchange are unlikely to be viewed as
appropriate. Compliments made to the boss just before asking for something are likely to
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appear insincere and manipulative. Ingratiation is more effective when used as part of a
long-term strategy for improving relations with superiors rather than as a tactic for an
immediate influence attempt with a superior.

Personal appeals are moderately effective for influencing a peer with whom the agent has
a friendly relationship. However, this tactic is only appropriate for a limited range of
requests (e.g., get assistance, get a personal favor, change a scheduled meeting or
deadline), and the outcome is likely to be compliance rather than commitment. Personal
appeals are seldom necessary for influencing subordinates, and they are difficult to use
with bosses.

The least effective tactics for influencing target commitment are pressure, legitimating
tactics, and upward appeals. These tactics seldom result in target commitment, although
they sometimes result in compliance. Nevertheless, compliance is all that is needed for
some types of influence attempts (e.g., wear proper safety gear, provide requested
information, turn in routine reports on time).

Coalition tactics can be effective for influencing a peer or superior to support a change or
innovation. However, they are seldom effective for influencing someone to carry out an
assignment or improve performance, especially when viewed as an attempt to “gang up”
on the target person.

The effectiveness of an attempt can be increased by using more than one type of tactic at
the same time or sequentially (Falbe and Yukl, 1992). When using tactics together in the
same influence attempt, the agent should select tactics that are compatible with each other.
In other words, it is best to select tactics that are easy to use together and that enhance
each other's effectiveness. For example, rational persuasion is a very flexible tactic that is
usually compatible with any of the other tactics. Strong pressure tactics are incompatible
with personal appeals or ingratiation because they weaken target feelings of friendship
and loyalty, which these other tactics are intended to strengthen. When tactics are used
sequentially, some types (e.g., ingratiation, personal appeal) are more suitable for an
initial influence attempt, whereas other types (e.g., legitimating, pressure, upward appeals)
are usually reserved for a follow-up influence attempt (Yukl, Falbe, and Youn, 1993).

Even though some tactics are generally more useful than others, success is not guaranteed
for any tactic or combination of tactics. The outcome of an influence attempt depends on
other things in addition to the influence tactics that are used, including the agent's skill in
using the tactics, the type of agent-target relationship, the type of the request (e.g., task-
related, personal), and how the request is perceived by the target person (e.g., legitimate,
important, enjoyable). A tactic is more likely to be successful if the target perceives it to
be a socially acceptable form of influence behavior, if the agent has sufficient position
and personal power to use the tactic, if the tactic can affect target attitudes about the
desirability of the request, if it is used in a skillful way, if it is used for a request that is
legitimate, and if it is consistent with the target person's values and needs (Yukl and
Tracey, 1992).
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Examples of Successful and Unsuccessful Influence
Attempts

The following mini-case illustrates how important it is to develop an adequate power
base and select an appropriate influence strategy. The provost in a large university asked
each academic department with a graduate program to provide several masters students to
participate in a new fundraising campaign. The masters students would telephone
department alumni, describe the department's current activities and accomplishments,
then ask for donations to help support the department. Assigning students to help with
fundraising does not fall within the scope of legitimate authority for department chairs, so
it is necessary to ask for volunteers. These students were overloaded with academic work,
and they were reluctant to perform extra tasks not directly related to this work.

The chairperson of Department A had strong referent power with the masters students in
his department. He was a supportive, considerate teacher who interacted with students
outside of the classroom and showed strong concern for them as individuals. When he
met with the students, he explained why the fundraising was important to the university
and how it would benefit the masters program and future students. His strong rational
appeals were supplemented with inspirational appeals based on student loyalty to the
program. Most of the masters students in Department A volunteered to participate in the
fundraising, and they were very effective in getting donations from program alumni who
had not previously contributed funds to the university.

The chairperson of Department B had little referent power with students. He was arrogant
and conceited in the classroom, he spent little time interacting with the masters students
outside of class, and he did not develop close supportive relationships with them. At a
meeting with the students to talk about the fundraising campaign, he said that the
university needed more donations from alumni but did not explain how the department or
the program would benefit. This weak rational persuasion was combined with pressure
tactics. He demanded that the students participate and told them that they did not have
any choice in the matter. The chairperson was able to pressure some of the students to
agree to help with the fundraising. However, discussions among the students after the
meeting revealed widespread resentment about the chairperson's coercion. Several
students decided to complain to the provost. As a result, the provost did not use any
masters students from Department B for the fundraising. Instead, she hired some
undergraduate students and paid them an hourly wage to telephone department alumni.
These undergraduate students were much less effective in getting donations from alumni.

Conclusion

Knowledge about power and influence tactics is useful for people who must gain
cooperation and support from others to perform their job effectively. To influence people,
it is essential to develop and maintain a substantial amount of expert and referent power.
In addition, it is desirable to have sufficient position power to back up one's personal
power. Position power should be exerted in a subtle, careful fashion that minimizes status



differentials and avoids threats to the target person's self-esteem. People who exercise
power in an arrogant and manipulative manner are likely to engender resentment and
resistance.

The outcome of an influence attempt depends on what tactics are used, how skillfully
they are used, and the context in which they are used. Combining tactics is usually more
effective than using a single tactic. In general, the most useful tactics for eliciting
commitment are consultation, inspirational appeals, and strong forms of rational
persuasion. Before making an influence attempt that involves an important objective, it is
essential to diagnose the situation carefully and select tactics that are mutually compatible
and appropriate for the situation.
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… the pretty thing that happens … when you get a big noble purpose, is that it raises the
whole aspiration of the corporation, of the people in the corporation, even the people who
are least motivated by something like that.

(Don Burr, People Express)
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Introduction

Bill Gates, Jan Carlzon, Mother Theresa and Martin Luther King … What do these
people have in common? All these individuals share(d) an outstanding ability to attract,
mobilize, and inspire people. Social, political, and management scientists studied these
individuals for many years to distill the essence of their ability to capture the imagination
and spirit of their followers. There is no lack of theories to explore their behaviors,
leadership attributes, and effects on the followers. However, these theories lack
integration and a shared understanding of the origins of effective leadership (Hauser,
1999b). Recent research sets out to disentangle and to integrate these existing,
contradicting points of views. While the results of these efforts have been limited so far
(House and Shamir, 1993; Hauser, 1999a), most authors agree on one principle:
Outstanding leaders lead through vision and values.

Vision, according to Webster's Dictionary, means imaginative insight or foresight. More
specifically, vision in the context of leadership and organizations is defined as a general,
ideal, desirable state of the organization in the future (Kouzes and Posner 1987; Conger,
1989). It is argued here that a leader's vision “pulls together beliefs and images about
ideal ways of doing things” (Thoms and Greenberger, 1995). How, then, is vision related
to performance and change? Studies point to two levels on which vision has an effect: the
organizational and the individual levels.

 • Vision on the organizational level. Oswald, Stanwick, and LaTour (1997) found
that strategic vision has a positive impact on organizational performance in highly
competitive environments. Baum, Locke, and Kirkpartick (1998) report that the
quality of vision had a positive effect on venture growth in entrepreneurial
settings. The quality of vision is defined by its brevity, clarity, abstractness,
challenge, future orientation, stability, desirability or ability to inspire,
identification of intended products, markets, and strategy. These situation-specific
results are backed by studies of top management by Hart and Quinn (1993) and
middle managers by Howell and Higgins (1990). The former provide evidence
that the leadership role of vision-setting is positively related to business
performance and organizational/stakeholder effectiveness but not to short-term
financial performance. The latter compared executives who were identified as
successful innovation champions to non-champions. They found that champions
articulated ideological goals (vision) whereas non-champions showed this
behavior to a significantly lesser extent.
A different set of studies indicates that the content of the vision plays a critical
role in the ability to change an organization (Doz and Prahalad, 1987; Coulson-
Thomas, 1992; Larwood, Falbe, Kriger, and Miesing, 1995). The content of the
visions studied by Larwood, Falbe, Kriger, and Miesling (1995) was related to the
rapidity of firm change, and the amount of control the executives exercised.
While the research reported above indicates that vision has a positive effect on
performance in for-profit organizations, there is some evidence that the content of
the vision is related to the success of non-profit organizations as well. Roberts's
(1985) case study of a visionary leader in a school district indicates that it is
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successful not only in changing economic, but also educational organizations.
Trice and Beyer (1986) found similar evidence in two other social organizations.

 • Vision on the individual level. The articulation of a vision is a central concept in
most charismatic leadership theories. The development and communication of a
vision is one explanation for the success of charismatic/transformational leaders
and their effect on the performance, attitudes, and values of their followers (Bass
1985; 1998; Hauser, 1999a; House, 1977). Howell and Frost (1989) found in
laboratory experiments that charismatic leadership has a positive effect on the
performance and attitudes of followers. Charismatic leadership, then, has been
repeatedly related to higher performance of followers. In a meta-analysis by Lowe,
Kroeck, and Shrivasubramaniam (1996) this relationship was supported for
subjective and, to a lesser degree, for objective performance measures. In the
book Built to last James Collins and Jerry Porras (1997) make it clear that
visionary companies are not equivalent to organizations that are led by
charismatic leaders. In that sense we want to stress that the principles we are
proposing go above and beyond the literature on charismatic leadership. This
literature, however, gives important insights on successful vision creation and
implementation.

These studies provide strong evidence of the efficacy of visions as sources of direction
for and motivation of organizational members. It is worth noting that, based on several
hundred biographies that we have read, most outstanding leaders have one, and in rare
cases two, successful visions in their entire life. While this vision might be adapted over
time, its essence remains the same. Examples for great visions in the non-profit world and
political arena are Martin Luther King's dream, Mother Theresa's focus on helping the
poorest of the poor, and Mahatma Gandhi's vision of a free India. In the profit world
visions play an important role as well. Visions that had a great impact on organizations
and/or everyday life are Bill Gates's vision of the information age, Jan Carlzon's
“moments of truth” that stresses the importance of each individual employee at SAS, and
Don Burr's idea of a low-cost, employee-owned airline. These individuals had one great
insight and passion in their lives and were totally committed to its implementation.

Despite the fact that this enumeration of leaders suggests that they are the origins of great
visions there are other sources that should be mentioned. While it is generally true that
most great visions are shaped by outstanding individuals there are cases in which the
source of the vision lies in the imagination of the followers. The vision of the followers
becomes accepted and articulated by the leader. Another source of vision is an outsider
who brings new insights into an organization. For instance, USWeb, a leading Web
design and implementation firm in the USA, acquired the crisis-stricken Mitchell
Madison Consulting and provided them with a new attractive picture of its future. A great
vision can also be conceived by a team of the above groups or inherited from prior
members of the organization with the goal to implement it (House, 1995).

Outstanding leaders do not have to communicate a grandiose vision in order to be
effective. They “embrace such ideologies as honesty, fairness, craftsmanship, high-
quality services or products, a challenging and rewarding work environment, professional
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development for organizational members, freedom from highly controlling rules and
supervision, a fair return to major constituencies, respect for the organizational members
and customers, and regard for the environment in which the organization functions”
(Berlew, 1974 cited in House, 1995).

While leadership through vision is related to performance of organizations,
organizational units, and individuals, research indicates that the role defined as “vision
setter” is the one least frequently pursued by top managers (Hart and Quinn, 1993). One
of the reasons that executives infrequently take on this role is that they might not be
aware of its impact on performance. Another cause for Hart and Quinn's (1993) findings
might be that top managers do not possess the required skills to develop a successful
vision. The first problem is solved by increasing the accessibility of the research results
that relate visions to performance. The second problem requires more effort and asks for
the development of top managers. Recent evidence indicates that some of the necessary
skills to develop a successful vision can be trained (Thoms and Greensberger, 1995).
Although this evidence is not sufficient to make a final statement on the trainability of the
skills for “vision-setting” it is encouraging. Overall, managers are well advised to spend
time on developing the necessary skills and/or people to become visionary leaders.

This short review of the literature provides us with the following three results:

 1 Vision matters for the performance of organizations and individuals. Therefore,
the development of a good understanding of the vision phenomenon and the
adoption of its implications have the potential to increase the performance of
organizations and individuals.

 2 The role of “vision setter” is pursued less frequently than other executive roles.
As “vision-setting” is strongly related to performance of organizations, there is
potential to improve performance in many organizations by employing the power
of vision.

 3 Some of the skills necessary to develop a vision may be acquired through
training. Therefore, leaders who are not able to develop a successful vision are
likely to improve themselves by learning more about this phenomenon. However,
there is still more research needed in order to provide more systematic knowledge
with respect to the trainability of skills necessary to generate a vision.

Given these results, the question arises: how do managers become successful leaders
through vision? This question taps into issues of the required personality and behaviors of
the leader as well as some contingency factors. Personality characteristics that are
discussed in the literature include the following: integrity, future orientation, and
optimism. These characteristics are positively related to and explain 20 percent of the
variance of visioning skills (Thoms and Greenberger 1995). Sashkin (1988) refers to
motivational factors such as the need for power, power inhibition, and cognitive skills.
The latter are a prerequisite in order to be able to explain the vision to others, and to
expand the vision to a broader context and multiple situations. The literature on
charismatic leadership refers to a wider set of personality characteristics that should be
included here. In order to generate and implement a successful vision the leader has to be
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self-confident, oriented toward change and innovation, energetic, receptive to changes in
the environment, and imaginative (Hauser, 1999b). There are many studies which refer to
the importance of the personality of the leader in order to generate a successful vision and
implement it in an organization. A study by Kirkpatrick and Locke (1996) denies this
relationship and relates effectiveness to content of the vision only. However, the evidence
for an impact of the personality of the leader on the effectiveness of a vision is still
prevailing.

Principles for Leading Through Vision and Values

Aside from personality characteristics of the leader, we advance some principles for the
content of successful visions as well as the process of generating and implementing a
vision.

Principles for the content of the vision

1 The vision statement should meet the following criteria: brevity, clarity, abstractness,
challenge, future orientation, stability, desirability or ability to inspire, identification of
intended products, markets, and strategy (Baum, Locke, and Kirkpatrick, 1998)

These criteria ensure that the vision can be communicated efficiently, that it induces
motivation, gives general guidelines for behavior of the employees in ambiguous
situations, and provides sufficient coordination of, and cohesion within, the organizations.
The vision should also be broad enough to be stable over time even if the environment
changes rapidly. This broad focus has to be translated into goals that give specific
guidelines to the followers.

2 The vision should deal with issues of change, an idealized future for the followers,
ideal goals, and people working together

A vision of change and a positive future for the followers is required in order to inspire
followers with the excitement of challenge and opportunity (Conger and Kanungo, 1987).
Excitement, however, is not an automatic outcome of a vision of change. The vision has
to be accompanied by a strong sense of ability to master the challenges of change. This
sense can either be inspired through the leader or through high self-efficacy of followers
(Bandura, 1986). The leader, for example, may show behaviors or possess characteristics
that induce trust in his or her leadership and the ability to meet the challenges. The leader
may also demonstrate a high degree of confidence in the followers and empower them to
implement the required changes (House, 1977). The ideal vision and its values encourage
the involvement of the self of the followers and consequently induce a strong motivation
to achieve the vision (Shamir, House, and Arthur, 1993). The incorporation of the image
of people working together leads to higher levels of cohesion, less conflict, more
emotional attachment, and value congruence. Empirical results support this assertion. For
instance, Shamir, Arthur, and House (1994) demonstrated that the use of inclusive terms
such as “we” and “us” in the communication of the vision is related to followers’
motivation and identification with the leader and the organization.
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3 The vision should be situation-specific, appropriate, and yet unique in the industry

The vision has to relate to the domain and situation in which the organization functions.
This means, for instance, that a leader of a hospital whose vision is only focused on cost-
cutting will alienate many of the people who work there because they chose an
occupation and an organization in order to help people instead of cutting costs. A study
by Kirkpatrick, Wofford, and Baum (1999) indicates that the vision should arouse those
motives in the followers that are appropriate for the situation in which the organization
functions. More specifically, they pointed out that a vision that arouses the achievement
and power motive has a positive effect on growth rates of manufacturing companies. No
effect was found for the affiliation motive. Achievement and power are two motives that
are essential to succeed in an organization that faces a competitive environment, whereas
the same is not true for the affiliation motive. The affiliation motive, however, had a
positive impact on group cohesiveness in service organizations. Therefore, this study
indicates that the message in the vision should be aligned with the organizational
situation in order to have a positive effect on performance.

Furthermore, a vision has to be unique in the industry, yet within the boundaries of
acceptable values and propositions. A vision that cannot be distinguished from those of
other organizations is unlikely to have an effect on employee motivation and
identification. Without these effects the vision is unlikely to contribute to organizational
performance. At the same time the vision has to be within the range of accepted norms of
the followers and society in order to inspire and motivate (Shamir, House, and Arthur,
1993; Conger and Kanungo, 1987; Steyrer, 1995). In essence that means that there is a
continuum of the content of a vision from ineffective imitation to successful, innovative
differentiation to non-accepted oddness.

4 In articulating a challenging new vision, relate it to the past of the organization and
align it with the values of the employees and the dominant society

Reference to the past ensures that the vision is more likely to be accepted than if it is
unrelated to the experience and self-definition of the organization. A vision that
incorporates the values of the members of the organization results in higher identification
and ultimately higher levels of motivation (Shamir, Arthur, and House, 1994). To align
the vision with the values of society at large helps to gain social support beyond
organizational members and translates into stable relationships with markets and
stakeholders. There are some limitations to this assertion. If an organization depends
heavily on a minority within a country a deviation from the predominant values in the
society might be a source of competitive advantage. Please also refer to the section below
on Principle 4, in which we discuss under which circumstances a deviation from societal
values is in fact beneficial for competitiveness. Mind, however, that those organizations
which deviate too much from the accepted norms will eventually face regulatory or
market reactions as a response to their behavior.

A good example for these four content-related criteria is the vision of Microsoft given
below:
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Microsoft's vision is to empower people through great software – any time, anyplace, and
on any device. That means helping companies build friction-free knowledge-management
systems, so information flows effortlessly through their businesses, and to implement
flawless e-commerce operations. It means helping developers create great Web-enabled
products for a wide range of devices. It means making PCs simpler and more reliable. It
means helping consumers transform the Internet into their own “personal Internet” – a
resource that learns from them over time and empowers them with all of the information
they need, while protecting their privacy. Everything we do focuses on allowing people
and organizations to create and manage their information.

(Microsoft, 1999)

This statement relates very well to the past of the organization, the innovation-oriented
values of the followers, defines the market space, and envisions Microsoft to help to
empower the people in the information age. To compare the above with a vision that does
not meet the proposed characteristics, consider Acer's vision statement: “Become a global
company with NT $2.000 in revenue by the year 2000 with the help of a consortium of
allied companies” (Acer, 1994). This sentence is not related at all to the business and
values in Acer. It does not have the qualities to mobilize anybody except shareholders.
The message is that Acer wants to be big, but gives no indication why the vision is
desirable. This vision statement lacks any inspiration and actually resembles more a
narrow goal instead of a vision of the future of the company.

Principles for the process of generating and implementing the vision

5 Build cohesive understanding of the vision among the top management team

The consistent communication of the vision from the leader to the members of the top
management team is essential for the unambiguous understanding of the vision at all
levels of the organization. Time is well invested in making sure that there exists a
common understanding about the vision among the top management team. In one of the
case studies presented below, the CEO of Tyrolit had to lay off a senior manager in order
to build a common vision among the management. In that specific situation it was better
to lose a star than to lose the united voice of the management toward the organization and
the environment.

6 Encourage a high degree of participation in the implementation of the vision

The inclusion of followers in the process of the vision implementation ensures that the
vision is based on information from all levels and functions in the organization. An
organization that does not follow this principle is inclined to build its vision around
filtered and/or obsolete information. Especially in hyper-competitive markets (D'Aveni
1994) the neglect of information provided by people who are closest to the rapidly
changing markets may lead to visions that do not match current developments in the
environment. Moreover, participation enhances the chances that the employees are able
to incorporate their values in the vision. This is the basis for identification with the vision
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and the organization. For instance, organizational image theory (Dutton, Dukerich, and
Harquail, 1994) argues that the identification of individuals with the organization
depends on the degree to which the perceived enduring characteristics of the organization,
such as the vision, preserve the continuity of its members’ self-concept. If the vision is
aligned with the values of the members of the organization, employees are prone to
strongly identify themselves with the organization. A high level of identification is
related to lower rates of voluntary turnover, higher involvement, more psychological
ownership in the firm's destiny (Kouzes and Posner, 1987; Sims and Lorenzi 1992) and,
ultimately, higher levels of motivation (Shamir, House, and Arthur 1993).

Jack Welch's Work Out program is a good example for implementing his vision of being
number one or number two in each industry. The program is geared towards mobilizing
all the individuals in the organization to introduce organizational change and implement
all good ideas generated by all levels of the organization. The subordinates go on a retreat
with their managers and collect ideas that have to be considered for implementation by
their manager. The decisions about the implementation have to be made in front of the
employees that contributed to the idea generation. If an idea is not implemented the
manager needs to explain why not. The Work Out program ensures that all employees
participate in the implementation process.

7 Articulate the vision in a dramatic way

Empirical studies indicate that the dramatic communication of the vision is essential in
building excitement in the organization (Gardner and Avolio, 1998). Eye contact, vocal
variety, and animated facial expressions are related to better identification with the leader
and the organization and eventually to higher performance (Howell and Frost, 1989;
Gardner and Avolio, 1998). Effective communication involves the use of dynamic
language. Holladay and Coombs (1994) and Awamleh and Gardner (1997) show that the
same vision content causes more attribution of charisma if the communication is dynamic
vs. nondynamic. Dramatization of the vision leads to higher levels of identification of the
follower with the vision, the leader, and the organization. Furthermore it increases
organizational cohesion (Conger and Kanungo, 1998) and performance (Lowe, Kroeck,
and Shrivasubramaniam, 1996).

Part of Jan Carlzon's success at Linjeflyg was that he got the employees to listen to him
when he assembled all airline personnel in a hangar and climbed 15 feet up on a platform
in order to make the following statement (Bartlett, Elderkin, and Feinberg, 1993): “As the
new president, I don't know a thing about Linjeflyg. I can't save the company alone. The
only chance for Linjeflyg to survive, is for you to help me – assume responsibility
yourselves, share your ideas and experience so we have more to work with. I have some
ideas of my own, and will probably be able to use them. But most important, you are the
ones who must help me, not the other way round.” While dramatic communication is not
the only way to communicate the vision effectively, it is certainly one of the strongest
tools in order to generate excitement for the implementation of the vision.
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8 Communicate the vision first to highly influential and cooperative individuals in the
organization in order to guarantee its rapid adoption

This principle suggests the use of opinion leaders in the organization in order to gain
support for the implementation of the vision. Opinion leaders are not always individuals
who are advanced in the hierarchy, but sometimes union leaders, supervisors or middle
managers. Especially when the vision requires the organization to change radically,
individuals high in the hierarchy are likely to oppose the changes more than individuals
lower in the organization (Hauser, 1999b). While it is essential for the successful
implementation of a vision to engage the top levels of the organization, it would be
shortsighted to concentrate entirely on upper management. To include influential people
at lower levels facilitates the successful implementation of the vision. An example to
illustrate this is the case of Tyrolit, given later in this chapter.

9 Link the vision to task cues and goals

Vision strongly shapes the attitudes of members of an organization (Kirkpatrick and
Locke, 1996). Attitudes, however, are not consistently related to behavior. The success of
a vision, therefore, is ultimately related to the behavior of the members of the
organization rather than to their attitudes. In order to guarantee that the behavior follows
the vision, individual goals and incentives should be tied to the vision. People in the
organization should be rewarded according to their contribution to the achievement of the
vision. It is important, however, to understand that the incentive system should not
reward specific individual behaviors. To do so would undermine the intrinsic motivation
and cause the follower to focus only on the rewarded behaviors. Many other aspects that
are necessary to achieve the vision will be ignored. Ideological visions, hence, should not
be implemented with the help of strict, contingent incentive systems. In order to set the
right guidelines the vision, which in itself is rather abstract, should be explained with the
help of many examples. These examples should demonstrate how the vision and its
inherent values are incorporated in the daily tasks and goals of the employees. Jan
Carlzon provides a simple and effective example of how to link the vision to the tasks in
the service industry. He called all customer contacts that people throughout the
organization had “moments of truth” and spread this expression throughout the
organization. The term “moments of truth” reminds every employee that she or he is
responsible for the implementation of the vision of high-quality service that Jan Carlzon
espoused for SAS.

10 Engage in behaviors that are consistent with the vision, highly visible, and involve
personal sacrifice (House, 1977; Conger and Kanungo, 1998)

Such behaviors demonstrate the commitment of the leaders to their vision. They induce
trust in the vision and the integrity of the leader. In combination with a vision that
includes the basic values of the followers these behaviors enhance followers’ support for
the vision and inspire them to engage in the personal sacrifices that are necessary to
increase performance over and above the expected levels. Cardinal Kung, the head of the
Catholic Church in China, was imprisoned for more than 30 years in solitary confinement
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for his loyalty to the Pope and his vision of a free Catholic Church of China. He had a
choice. Several times he was offered the opportunity to leave the country with the help of
Western firms. Instead he chose to stay with his people. His commitment gives hope to
all individuals who suffer from religious persecution in China. Many others who
followed him sacrificed their freedom, youth, and lives in order to achieve Cardinal
Kung's vision. This example goes beyond what most business leaders would be willing to
sacrifice. However, he is a good example of how personal sacrificing, persistent belief in
the vision, and strong decisive actions inspire millions of people to live their lives
according to their beliefs. In our opinion this example is also illustrative of leadership in
for-profit organizations, as in many cases visionary leaders put heavy burdens on their
personal life, family life, and health in order to implement their vision. Another example
of personal sacrifices in the context of organizations is found in “whistle blowers.” This
expression describes employees who publicly expose non-ethical behaviors by their
organization that conflict with their values and the vision of the firm. In doing so, they
emerge as leaders who promote or form a new vision of the organization and, at the same
time, face significant risks such as unemployment and being stigmatized in the labor
market.

We want to express clearly that the engagement in personal sacrifice does not mean the
forgoing of self-interest, but rather sacrifice in the interest of the values inherent in the
vision. In the long run personal sacrifice and the pursuit of principled self-interest can be
quite compatible. Especially in the for-profit world personal sacrifices for the
achievement of the vision are often rewarded handsomely. From the perspective of the
followers, however, personal sacrifices of the leader show commitment and a strong
engagement. Given that the followers identify with the leader the outcome of this
perception is stronger motivation and the willingness to sacrifice parts of their own life
for the success of the vision. Although everyone might be rewarded in the end, it is not
the anticipated reward that keeps people in the office until midnight. It is the example of
the leader and the perspective of being able to contribute to the implementation of the
vision and values of the leader.

11 Use symbols, metaphors, and images that are consistent with the vision (Benford
and Hunt, 1992)

Symbols, metaphors, and images are powerful messengers. They allow instant
communication of the essence of the vision. They provoke more emotional reactions than
written words because the non-verbal content of the vision bypasses conscious
information-processing. Symbols, metaphors, and images help to anchor the vision
deeply in the minds of the followers and ensure that the vision is passed on to the future
generations of members of the organization. A new way to communicate a vision was
chosen by Merix Corp., a $140 million electronic interconnect supplier based in Forest
Grove, Oregon. It is one of the first corporations to try to capture the essence of its vision
in an image.

These 11 principles should serve as a guideline to guarantee high-quality content and
process of vision generation and implementation. In following these principles managers
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achieve several goals (see a review of empirical evidence by Fiol, Harris, and House,
1999). They give individuals direction, enable followers to identify themselves with the
organization, and encourage high motivation and coordinated effort. The effects on the
individual and organizational level include value congruence in the organization, a high
level of implicit coordination, high cohesion, change, and adaptability, organizational
growth, and a high level of organizational effectiveness.

Some caution concerning the generalizability of the principles

The above principles are of different significance and subject to adaptation depending on
the situation. The importance of a vision and hence its impact on performance is directly
related to its unique ability to generate orientation for the followers. In situations where
traditional devices for guidance (plans, job descriptions, and the like) are not appropriate
or do not yet exist, vision can function as a much stronger coordinating force than in
situations that lend themselves to high formalization. An outstanding vision, therefore is
especially important in times of rapidly changing environments, when specific rules
might be dysfunctional due to their narrow focus and lack of adaptability, or in early
stages of the organization when routines are not yet in place (Yukl, 1994).

Leaders who communicate a vision in multicultural settings, be these in a multinational
firm or organizations with diverse workforces, need to consider that the values which are
implicit in the vision might not be equally appealing to people from a different cultural
background. In such instances the vision has to transcend cultural boundaries in order to
be successful. This is accomplished by casting the vision in inclusive and abstract terms.

Aside from these general remarks, some of these principles are bound to specific
assumptions and situations. Specifically sub-principles 1, 4, 6, and 7 need further
discussion.

Principle 1. Many authors indicate that an abstract vision is beneficial for its success. For
instance, a study by Fiol, Harris, and House (1999) reports that an abstract vision is
positively related to charismatic leadership, which in turn is related to higher
performance of followers (Hauser, 1999b). The degree of abstractness, though, should
also be related to the educational background of the followers and their ability to process
abstract information. An abstract vision that is not understood by the followers will be
unable to cause any positive effect. Therefore, we argue that the abstractness of the vision
has to be seen in relation to the people to whom it is communicated or illustrated with
specific examples, metaphors, and symbols.

Principle 4. To relate the vision to the past of the organization in periods of radical
organizational change is not recommended. The reference to the past is likely to
encourage resistance to the new orientation and should be avoided. Likewise alignment
of the vision with societal values that hinder the competitiveness of an organization is not
recommended. For instance there are societies that have a low level of performance
orientation (House, Hanges, Ruiz-Quintinilla, et al., 1999). To align the organization with
this societal norm would be dysfunctional for the international competitiveness of the
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organization. Consequently, it is a critical task of the top management to decide which
values should be included and where to risk an imbalance between the societal norms and
the vision of the company. For instance, Vision, one of the largest investment funds in
Switzerland, tries to take over large publicly traded organizations and force the
management to maximize shareholder value. In the course of the shareholder value
orientation the organizations shut down profitable but not value-maximizing businesses.
In a society that, since the 1920s, has valued harmony between employers and employees,
and in which the employer is supposed to act in a socially responsible way, this efficiency
orientation is widely criticized.

Principle 6. The need for a high degree of participation depends on the culture of the
followers, on the degree of crisis/stress in the organization, and the ability of the leader to
develop unique visions that are based on their own unique experiences. The attempt of a
leader to be participative in the formation of the vision will result in disrespect in
paternalistic countries (e.g. Saudi Arabia). Followers in these countries expect
authoritative leadership, and perceive taking their opinions into consideration in forming
the vision as a sign of incompetence and weakness. Similarly, followers who are
confronted with an organizational crisis or stressful uncertainty have a strong tendency to
look for a leader who tells them where to go rather than a leader who asks them in which
direction they want to progress. In that sense participation should be applied with caution
in paternalistic countries and in organizational crises. Finally, some of the greatest leaders
in the world did not arrive at their vision through participation but through unique
insights that were shared by the followers.

Principle 7. The articulation of the vision in a dramatic way might lead to aversion in
organizations and countries which have experienced charismatic leaders who led their
organization or country into a disaster. In Germany, for instance, a leader who uses
highly dramatic rhetoric is likely to be observed with suspicion due to the traumatic
experience with Adolf Hitler, who communicated his vision in an extremely dramatic
manner. Similarly, some cultures do not value dramatic behaviors. In the Nordic
countries (Denmark, Sweden, Finland, and Norway) the dramatic communication of a
vision lies outside the excepted social norms of conduct and is likely to lead to a rejection
of the leader.

Contingencies that should be considered in the decision concerning the content of the
vision, and the process by which it is developed and communicated, are the culture of the
society, the values and experiences of followers, and the situation of the company.

When Leading through Vision Works: the Case of
Tyrolit

Tyrolit is a firm situated in a small town in Austria with 2,900 employees and revenues of
$320 million. It was founded by Swarovski Co. after World War II in order to take
advantage of the knowledge that they had developed in cutting and polishing glass, metal,
wood, and stone and to manufacture and sell products on the world market. Tyrolit is one



of the leading manufacturer of precision grinding, cutting and dressing tools as well as
drilling and sawing systems.

In the mid-1990s the company was faced with crumbling profitability, stronger
competition, and more demanding customers. After some unsuccessful turnaround
attempts, Mr. Andreas J. Ludwig and a new management team took over the operational
and strategic leadership and began to fundamentally change the organization. In a joint
effort they developed the vision for Tyrolit as an innovation-driven, high-quality, cost-
effective organization able to set new standards for customer service and products.

While an innovative orientation has always been a part of the identity of Tyrolit, all the
endeavors concerning the cost reduction and reorganization were faced with strong
resistance from within the company. Some of the senior managers abroad simply ignored
the new directions and guidelines for their business. Due to their strong relationships with
the former top management the senior managers believed they were untouchable and
therefore did not support the new structure and vision. It was not until Ludwig fired one
of the oldest and most non-compliant country heads that the members of the organization
realized how committed to the vision the new top management team was. Still resistance
persisted at the lower levels. In order to change the attitudes of the workforce Ludwig
took some of the most influential middle managers and foremen to negotiations with
major customers. In these negotiations the employees experienced first-hand the
difficulties facing the organization. Instead of price increases in line with inflation, which
Tyrolit had been used to in the past, many of the large customers demanded a price cut! If
these price reductions were not granted, the customers threatened, they would change
suppliers. The experience of the demanding environment in which Tyrolit operated
turned most the opponents of change into champions for the cost-reduction programs of
Mr. Ludwig.

Not only through these hands-on experiences of the changing environment in the
marketplace did Ludwig influence the perceptions of the people working in Tyrolit. He
also demonstrated integrity and served as a role model in small things that concerned
himself. For instance, when his personal telephone system was about to be modernized,
he called it off, indicating that this was not a necessary investment and that his telephone
worked just fine for him. He consciously chose to stick with his old telephone system as
he was aware of the signal he was sending out to his employees: the cost-reduction
program also applies to the top management. Further, Ludwig and his team worked day
and night in order to communicate the new vision, to change the organizational structure
and human resource system and lead Tyrolit again into the profit zone.

Due to a shared vision, role-modeling behavior, effective communication of the vision to
the lower levels of the organization, and relation of the vision to the drivers of success of
the company – innovation and quality – Tyrolit was again profitable two years after the
new management took over and its growth rate exceeded the average for its sector. It has
excelled in the task to provide customer service and innovative and reliable products for a
reasonable price through involvement of the whole organization. Today Tyrolit is
Europe's number one firm for bonded grinding tools and one of the world's two leading



system suppliers. With 18 production and 12 sales companies and affiliates operating in
over 60 countries throughout the world, the Tyrolit group is an integrated solution
provider for technical problems in almost all industrial sectors and for all applications in
that market. With its new organizational structure Tyrolit is well positioned to sustain the
growth rates and lay the ground for its success in the future.

When Leading through Vision Does Not Work: the
Case of People Express

People Express (PE) was founded in 1980 as the first new airline to take advantage of the
provision of the 1978 Airline Deregulation Act. The vision of the founder Don Burr was
to provide fast-growing low-cost flights in the metropolitan areas of the eastern USA.
Within two years PE grew into a company employing 1,200 people, with $62 million
operating revenues, and profits of $3 million while only 20 percent of airlines showed
positive results. Don Burr's start-up was not only exceptional in its growth but also in its
philosophy of having all employees invest in the stock of the company at a discounted
price. This procedure guaranteed that the interest of the employees and the company were
aligned on a long-term basis.

Don Burr's leadership philosophy was to trust people's willingness and ability to work
hard and to use their skill for the best of the company. He envisioned an exciting future
for his employees, a fast-paced growth of the organization, life-long job security,
interesting jobs through rotation programs, self-management, a culture of participation
and collaboration in teams combined with compensation that was tied to the performance
of the company. This vision and promise was very appealing to the people working in PE
and should, in Burr's view, represent a new model of management.

While growth was perceived as a necessity for people's development, the extreme form it
took in PE and the unusual corporate culture also resulted in problems of understaffing
and consequently over-utilization of human resources. The constant strain led to a
halfway-implemented job rotation program and other human resource policies, high
stress, growing rates of sick-leave, disrupted family lives, and lower work morale. The
fast pace of PE and the high levels of stress in the organization were beginning to affect
the company's prospects and employee commitment. The service quality that PE offered
to its customers suffered tremendously under these conditions and left many customers
unsatisfied. Despite these signals the top management was committed to high growth
rates and wanted to retain the challenging environment in PE. In 1982 the company
started to undertake organizational changes. The president of PE, Gerald Gritner,
resigned, as he was not comfortable with the pace of growth, and Don Burr took over that
position. The job rotation program broke down because people remained in their
positions in order to meet the challenges of work. In 1984 PE adopted a new structure
and management philosophy in order to retain the spirit of an entrepreneurial firm. They
formed organizational units around the planes, focused on leadership training programs,
changed the recruiting, promotion and incentive system. For instance, PE started what
they called an internship program. They hired college undergraduates and placed them



into full-time positions based on their performance in the program. The incentive system
changed toward rewarding immediate performance instead of the long-term-oriented
incentive system PE previously had.

While PE was engaged in major activities to cope with its incredible growth, major
developments happened in the marketplace. The low-cost strategy of PE was challenged
by Continental, which started to serve the same market segment. The traditional, large,
full-service airlines became aware of PE and its strategy to take on their traditional routes.
For example, PE attacked American, Northwest, and Delta airlines on their most
profitable routes with price discounts of as much as 70 percent. This triggered instant
responses from the competitors. Prices were matched to the level of PE while the service
was at a much higher level. Business customers and frequent travelers who had been
attracted to PE due to their low prices returned to the traditional airlines. As a result the
load factor of the planes, and with it the financial performance of PE, fell dramatically.

In the beginning of 1985 American Airlines (AA) introduced a yield management system
that allowed differentiation of the price for each seat in a dynamic reservation system. PE
did not have the information technology to introduce similar price discrimination
strategies. The marketing campaign of AA attracted the traditional customers of PE. This
left PE with two alternatives: match AA's price for all its available seats and accept huge
losses, or keep prices above the lowest offered by AA and consequently risk losing its
distinct market position as the low-cost airline.

PE reacted to the stiffening competitive environment by acquiring Frontier, a rundown
airline in the midwest, and other small carriers with the goal of gaining critical mass in a
consolidating industry. This move ended in substantial cash drains and introduced further
internal problems as the cultures of the acquired airlines were very different from PEs.

Despite these efforts, PE's downfall was irreversible. Don Burr was forced to sell PE to
Texas Air Corporation in September 1986. For many of the employees this was the end
of the dream of a more humane workplace and a personal growth and success story.
While this was the end of PE as a business entity, it still has an effect on the people who
worked there. As a former employee expressed it: “I don't care what anybody says; it was
the right way to do business. There was no fear, no barriers. It was the best education that
I ever had; I am still learning from it. I'm still growing from it …” (Holland, 1993: 18).

Conclusion

A high-quality process of vision generation and implementation as well as a high quality
of content of the vision are related to high organizational and follower performance. The
11 principles proposed here summarize the empirical knowledge concerning leading
through vision and will help managers to provide a high-quality vision. Managers who
follow these guidelines will be able to help their organizations to perform at a higher
level.
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Leading through vision, however, does not always lead to higher organizational
performance. There are numerous examples showing that visionary leaders contribute as
much to the downfall of organizations as to their success. When we analyze the causes
for People Express's success and failure we recognize that having a great vision is not a
substitute for good management.

Instead of consolidating the business after substantial growth, Don Burr continued to
expand the organization despite the very clear signs of overstrained resources. The result
was burn-out, an organizational structure that was not able to meet the challenges of a
company of that size, and systems that could not support the number of clients and routes
that PE had. Due to the continuous concentration on growth the internal alignment was
not managed carefully enough and the steps to achieve the vision were not implemented
consistently. A more careful integration of the insights of lower-level management would
have led to the recognition that the resources were over-utilized and that this situation
was jeopardizing the long-term achievement of the growth strategy. In addition to that the
top management team was not on board concerning the implementation of the strategy, as
can be seen by the recruiting process set up by the HR executive. This process was more
geared towards selecting the best people rather than towards meeting the demand of
people in order to achieve the growth strategy. Fatal strategic decisions such as the head-
on attack of major players in the airline industry helped to accelerate the downturn of PE.
Leading through vision may over-stretch the organization and create rigidity or misplaced
efforts that does not allow achieving the vision through alternative strategies.
Consequently, managers should carefully monitor signs of excessive workloads. They
should also re-think their strategies on a continual basis. This requires top-managers to be
committed to their vision but to be flexible in its implementation.

The lesson to be learned is quite simple: leading through vision is not a substitute for
good management, but good management without a vision is like a blind man without a
dog.

We want to thank Ms. Terese Kung for her valuable comments on the substance of this
chapter.
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Trust is the foundation of any beneficial and successful relationship between individuals
and between organizations (e. g., Mayer et al., 1995; McAllister, 1995). Interpersonal, or
dyadic, trust is defined as the “extent to which a person is confident in, and willing to act
on the basis of, the words, actions, and decisions of another” (McAllister, 1995: 25).

When discussing trust with managers in organizations, what they most want to know is
how to increase trust within their organizations. Thus this chapter focuses specifically on
how leaders can create trust with their followers. Trust is most real to them when
described in terms of integrity, honesty, and competence. Creating the kind of
environment and providing the kind of support that fosters high competence (Kouzes and
Posner, 1993) and integrity (Kouzes and Posner, 1993; Yukl, 1994) fosters trust and
thereby benefits the organization as a whole.

Integrity (loyalty to one's rational convictions in action) and honesty (the refusal to fake
reality) are crucial because subordinates only act consistently and rationally on the basis

http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=id2244487&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=id2244556&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b12
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b13
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b13
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b9
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b9
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b9
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506620#b23


of the words and decisions of another if they believe that these words and decisions are
those of someone who can be believed.

Additionally, to create trust in subordinates, leaders must know what they are talking
about. In other words, leaders must be competent. Only then will subordinates be
confident that the leaders’ ideas are relevant and useful. Trust may be partly domain
specific (Zand, 1972). For example, actions that create trust in one's expertise in one area
(e.g., running the advertisement campaign for a new product) do not automatically lead to
a creation of trust in other areas (e.g., determining the overall strategy for the entire
organization). However, this does not mean that domains can be totally isolated from
each other. A leader who is ignorant with respect to task A, a critical part of his job, may
not be trusted (correctly or not) to perform tasks B and C either.

The Benefits of Trust

Leaders should foster trust in their organizations because it leads to many beneficial
outcomes in organizational life.

Willingness to stay with the organization

The reasons employees leave an organization are very frequently related to their direct
superiors and the trust these employees develop toward their superiors. For example,
whether or not a supervisor follows up on promises made to the subordinate, whether or
not a supervisor provides competent coaching for the subordinate, and whether or not a
supervisor is fair in performance evaluations all affect the trust towards this superior
which in turn is influential in a subordinate's decision to stay with an organization. When
employees leave, their knowledge and expertise is lost, and it may be expensive to
replace them.

Creativity, innovation, initiative

Subordinates with high trust in their leaders are likely to perceive lower risks in the
relationship than subordinates with low trust in their leaders. Being innovative and
creative usually entails a greater danger of making mistakes than following orders; but
followers will perceive the risks to be lower if they trust their leader to know the job and
treat them fairly. Creating this kind of trust is crucial if the leader does not want
subordinates to be afraid to make mistakes. This is particularly the case because the
power relationship between leader and subordinate is unequal. The amount of uncertainty,
vulnerability, and hence risk an individual perceives is inherently higher for a lower-
status member of a relationship (Kramer, 1996). The simple existence of vulnerability
and uncertainty makes concerns about trust more salient for subordinates. Hence, the
higher the vulnerability and uncertainty, the more likely a subordinate will be concerned
about trust. Of course, this has limits. An effective leader cannot tolerate subordinates
who are consistently ineffective.
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It is particularly during times of organizational crisis and change that many employees
feel a great amount of uncertainty and fear. They perceive a greater risk in being open,
innovative, and creative, all of which are necessary for any implementation of a change
process. If leaders are able to create trust, however, employees feel that they are “in good
hands” even during uncertain times.

Communication

The amount of trust that exists between two individuals affects the efficiency and
accuracy of communication between them. The greater the trust between, a leader and
her/his employee, the more accurate their information exchange, the better performance
goals are understood, and the higher the quality of communication that develops between
them. It is especially important that subordinates feel free to bring up bad news and not
feel that they, the messenger, will be shot. Once the leader is known to shoot the
messenger, the messengers will be sure never to bring up negative information. Through
its positive effects trust insures a free flow of information. Again, especially in times of
organizational crisis, trust encourages undistorted communication and collaboration
(Zand, 1972).

Commitment to decisions

When a leader is successful in creating trust in employees, these employees are likely to
be more committed to both decisions developed jointly with the leader and to decisions
made by the leader alone (Frost and Moussavi, 1992; Tyler and Degoey, 1996; Zand,
1972). Commitment to decisions is important in order to ensure their successful
implementation. Many change programs in organizations, for example, fail because the
majority of employees are not committed to them and do not implement the desired
changes in their daily work. Employees revert to the “old way of doing things” with the
only difference that they are now using, for example, more expensive tools and systems.
Since trust encourages commitment to decisions, developing greater trust in the
organization encourages the implementation of changes in the organization.

Performance

Trust affects employee performance. All the outcomes of trust described above positively
influence the performance of subordinates, directly or indirectly. Furthermore,
individuals and teams who trust their leaders demonstrate more vigilant and effective
problem-solving (Deluga, 1994; Robinson, 1996; Zand, 1972). Therefore, given the same
levels of competence, an employee who is in a relationship characterized by high trust
will perform at higher levels than an employee who is in a relationship characterized by
low trust.

Understanding the importance of trust in an organization is the first step in creating an
effective organization. Equally important is understanding why competence and integrity
(including honesty) are the fundamental components of trust.
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Development of Moral and Practical Trust

Competence and integrity directly foster two aspects of trust. The integrity and honesty of
a leader increase moral trust of the subordinate in the leader. Competence increases
practical trust which is the belief in the knowledge, skills, and abilities of the leader.
Leaders creates the highest amount of trust if they are both competent and honest.

I will now describe what leaders of organizations can do to create trust in their
subordinates. None of these actions will be a surprise to any leader. Most leaders are
aware of what they should do to become better leaders. Nevertheless, many leaders fail to
do so either because they are personally immoral or incompetent, or, more likely to be the
case, they may get distracted by the extreme challenges they are faced with on a daily
basis. Not only do they have to manage their subordinates but they also need to be aware
and think about the latest moves of competitors in the market, newest product
developments, government regulations, technical and process inefficiencies in their
supply chain, etc. Therefore, it is necessary to remind leaders of what it takes to be an
effective leader.

How to develop trust

Visibility of the leader's behavior. Competence and integrity in the leader's behavior
create trust in the subordinate. However, for a subordinate to be able to make an
assessment of the leader's competence and integrity, the subordinate must be aware of
and familiar with the leader's past actions and decisions. Hence, leaders can only create
trust in subordinates if they ensure that the subordinates have knowledge and information
about their behavior. Hence, ensuring the visibility of one's behavior is absolutely
necessary for the creation of trust. There are several organizational procedures that ensure
the visibility of behavior which I will discuss later. But the leader can ensure visibility
through frequent contact and exchange of information with subordinates. This contact can
be face to face or through other means (telephone, memos, e-mail, etc.). However, greater
face-to-face contact leads to a richer and more high-quality exchange of information,
which can only encourage the building of trust (Salam, 1998).

When leaders communicate face to face rather than through other means, they are able to
convey information in greater detail, thereby preventing any misinterpretations by the
subordinate. Also, face-to-face communication allows the subordinate to ask for
immediate clarification. This in turn may trigger further explanations of a situation by the
leader, which increases overall quality of communication, all of which is beneficial in the
creation of trust. Face-to-face communication also allows the leader to physically
demonstrate competence in a particular task, hence reinforcing any verbal advice the
leader may give to a subordinate. In simple terms, in addition to allowing more detailed
exchange of information, face-to-face contact provides the leader with the opportunity to
not just “talk the talk” but also “walk the walk.”

Creating trust through fairness. Honesty and integrity imply fairness, i.e. looking at the
facts objectively and acting accordingly. Fairness is a fundamental requirement for
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creating trust in subordinates. According to justice theory (which is described in greater
detail in chapter 13 above), there are two aspects of fairness, procedural and distributive
justice (e.g., Brockner and Siegel, 1996). Procedural justice refers to the fairness of
procedures employed by an authority, while distributive justice refers to the fairness of
outcomes. Research has demonstrated that procedural justice (i.e., fairness) affects
attributions of trustworthiness to the party who determines the procedures, hence, leaders
of an organization (Brockner and Siegel, 1996; Kim and Mauborgne, 1993). Brockner
and Siegel (1996) argue that procedural justice affects two factors in the assessment of
trustworthiness: ability and motivation. The former relates to the ability of a party to
develop fair procedures or to engage in fair behavior (this is related to the practical aspect
of trust). The latter refers to the intent or willingness of a party to engage in fair behavior
(this is related to the moral aspect of trust). In other words, how fairly a leader behaves
influences the development of both moral and practical trust of the subordinate in the
leader (e.g., Brockner and Siegel, 1996). For example, a marketing manager who is
unable to judge the quality of a market research report due to lack of competence in this
area is unable to judge which of his employees has better capabilities in conducting
market research and therefore is unable to appraise and reward performance fairly. Only
if a leader is competent in a particular area is he at all capable of being fair. Whether this
capability really translates into fair behavior depends on the integrity of the leader.
Fairness also requires consistent behavior. Behaving fairly in one kind of setting but not
in others will cause doubts in the subordinates about the integrity of the leader.

Creating trust through integrity and honesty. The sine qua non of creating trust is always
to tell the truth. While this may seem like a trivial statement, it is a principle that is
difficult to follow. During times of crisis and change, business leaders often are faced
with the challenge of either telling an uncomfortable truth or remaining silent. There are
plenty of other situations in which, in the short term, it may be more comfortable not to
tell the truth to subordinates; however, refraining from doing so will prevent the creation
of trust.

It is often uncomfortable to tell the truth when one has been unable to keep promises or
been unable to act on expressed convictions. In such situations, even telling the truth may
not be enough to create trust. Behaving according to expressed promises and convictions
is essential in creating trust. Therefore, leaders have to always bear the consequences of
their actions and words. Leaders should only make those promises that they sincerely
believe that they will be able to keep and then act accordingly. Allowable exceptions
depend on the context. Not keeping promises can be forgiven if employees believe that
the execution of the promise was prevented by something outside the leader's control that
could not have been foreseen and if the broken promises do not occur often. This requires
that leaders have knowledge of their own competencies and abilities, but also of their
own power and knowledge of the company's capabilities and its environment as a whole.

Subordinates are limited in the information they can process and are sometimes
subjective when it comes to interpreting events and outcomes. Furthermore, the same
kind of leader behavior may appear for one group of stakeholders as consistent and for
others as inconsistent with prior promises of a leader. Therefore, leaders need to ensure
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they explain the true reasons for any kind of behavior to those individuals affected by it.
Explaining the reasons will help subordinates understand why the leader had to act in
certain ways. This will leave less room for negative interpretations of leader behavior.
Hence, leaders need to always act in a respectful, reliable, thorough, and responsible
manner and encourage as well as support this behavior in their colleagues and
subordinates.

Similarly, keeping subordinates informed of events within and outside the organization
will also aid in a more objective and accurate interpretation of leader behavior. And
sharing information about oneself that reveals knowledge about the competencies as well
as personality of a leader will help subordinates to understand the leader's motives,
facilitating an accurate interpretation of leader behavior. Hence, given that a leader acts
in an honest and truthful manner, openness about oneself and events affecting the
organization will support the creation of trust in subordinates.

Creating trust through competence. A leader needs to possess the competence, i.e. the
knowledge, skills, and abilities, to perform certain actions and make certain decisions to
create trust in subordinates. Remember that trust is partly domain specific. Therefore,
leaders only need to possess high competence and self-efficacy in those areas where they
have explicit responsibility. It is in these areas that leaders need to ensure that their skills
and competencies are at a high level and continuously work on improving them. Leaders
need to keep up to date with the most recent developments in their area of expertise. This
is something that is increasingly difficult given the high frequency of innovations and
changes in any business area.

Next to the technical skills, however, leaders need to maintain high levels of leadership
competencies (e.g., how to manage people): being able to plan a career path together with
subordinates, to set the right kinds of goals with subordinates, to fairly evaluate the
performance of subordinates, to provide the right amount of coaching, and to effectively
manage conflicts are all extremely crucial leadership skills. This also entails knowing and
understanding your employees. Being able to empathize as well as correctly judge their
competencies is essential to effective leadership. If successfully demonstrated, these
attributes will create high degrees of trust in subordinates.

Another important leadership trait is self-awareness and a realistic judgment of one's
abilities. Overestimating one's competencies will almost certainly lead to failure, and
hence hamper the development of trust in subordinates. For leaders to demonstrate to
subordinates that they know what they do and do not know is important in the creation of
trust. It is a sign of objectivity to know when to ask for help and input in a particular task.
Leaders will create high trust in subordinates if they approach the right subordinates who
possess helpful knowledge and abilities to solve a particular problem, admitting that they
would not be able to accomplish this task successfully alone. The leadership literature has
had a long debate about the effectiveness of participative leadership. Research has
demonstrated that it is not participative leadership as such that is effective. Rather,
participation of subordinates will only be effective when the subordinates have valuable
information or competencies to add that the leader does not have access to (see chapter
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21 below). Leaders who are able to judge when they need input from subordinates will
create higher trust than leaders who approach (or does not approach) subordinates when
they have no valuable information available (or have no information available).

Organization-wide management practices to create trust. In the preceding sections of this
chapter, I have explained what a leader can do in a one-on-one relationship with
subordinates to create trust. A large part of being a leader, though, is to create the right
kind of context and working environment in an organization in order to achieve
organizational goals. In other words, for leaders to create the right kind of organizational
culture through their actions is a powerful way of ensuring an environment characterized
by trust.

Organizational culture is the shared values (what is important) and beliefs (how things
work) that interact with an organization's processes, structures, and control systems to
create behavioral norms (the modus operandi, or how we do things around here) (Uttal,
1983). It is a complex process to develop an organizational culture and many factors play
into this. For leaders to ensure that the “right” kind of culture is developing in their
organization, they need to exhibit consistent behavior that role-models the type of beliefs
and values they want to create in their organization. Furthermore, the procedures and
systems leaders employ also need to be in line with their desired culture. It is these kinds
of actions of the leadership team that employees observe to understand what beliefs and
values are rewarded in the organization they work in. If leaders can achieve the
development of a high-trusting and high-performance oriented culture, they will clarify
for their employees what kind of behaviors are expected from them, namely behavior
characterized by trust and a motivation for high performance.

There are a number of organizational activities that leaders can undertake to create a
high-trusting culture in their organization. Probably one of the most crucial measures to
develop a high value for integrity is that all decision processes within the organization
follow a set of fair and consistent rules and that adherence to these rules is transparent to
every member of the organization. This can be assured through the involvement of at
least some of the affected and involved employees whenever an organization makes
particular company decisions, plans activities, or initiates changes. Furthermore, the
decision processes that precede and accompany any organizational changes should be
communicated widely as well as documented so that employees can review these
processes whenever desirable.

Additionally, during the planning and implementation of any organizational changes,
employees should always have the opportunity to have a dialogue with the decision-
makers of the organization. This includes the opportunity to voice disagreements with
organizational practices and the willingness of management to listen to disagreements.
This will strongly increase the perceived fairness and integrity of the leadership team.

Organization-wide visibility of behaviors and decisions can be achieved through frequent
two-way communication, transparent performance evaluation systems, interactive
management style, physically open work setting or close physical proximity of offices,
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large company gatherings, etc. Organizational procedures such as awards for high
performance, public recognition of praiseworthy behavior, joint celebration of success
stories, experience-sharing sessions, and job rotations also encourage the exchange of
information regarding the integrity and competence of colleagues’ behaviors in
organizations.

Leaders can also ensure through organizational practices that high levels of competence –
an important cause for the development of trust – are maintained in an organization. In
order to increase competence of individuals in organizations, even prior to effective
training and development programs, specific and accurate job descriptions are necessary.
Many organizations, however, suffer from unclear roles and responsibilities, which lead
to an unclear definition of job functions. Several negative consequences result.
Colleagues, supervisors or employees may “wrongfully” display low trust towards an
individual only because they expect the individual to have competence in an area that is
in the individual's mind not part of her/his job function. Another negative consequence is
that individuals are trained and educated in the wrong kinds of skills and competencies.
Every member of the organization needs to understand their own and their colleagues’
roles and responsibilities in the entire business process. This ensures that people are only
asked to perform those behaviors and make those decisions in which they are competent.

Encouraging a trusting and high-performance culture also entails that leadership
identifies incompetent behaviors of employees and demonstrates that such performance is
not tolerated, let alone rewarded, in their organization. As mentioned before, leaders can
only detect incompetent behavior, though, if they are knowledgeable about what it means
to “do a good job” in a particular area. This supports the importance of leader
competence to create trust in subordinates. Similarly, leadership needs to visibly
demonstrate that dishonest behavior of employees is also not accepted in their
organization and sanction dishonest behavior whenever it occurs. Obviously, the
company development program (training and education program) needs to be adequate in
order to increase the right kinds of competencies of the employees. This development
program needs to be comprehensive and long term. Furthermore, a process needs to be in
place where the development program is continuously updated based on changes in the
organization itself, the market of the company, technological changes in the industry,
customer demands, etc. Hence, there are several organization-level measures leaders can
undertake to create the right kind of organizational culture which facilitates the creation
of trust in their subordinates.

Situations where integrity and competence will not be enough to increase trust

Given that the leader has competence and integrity, three factors affect the development
of trust within the subordinate. One, the personal dispositions of the subordinate. Two,
the knowledge of the subordinate about the leader's past actions. And three, the
inferences, attributions, and processing of this knowledge. Each of these three aspects
affects the development of both moral and practical trust.



Personal dispositions of the subordinate. Individuals differ in their tendency to trust
others. The propensity to trust is a disposition that affects the amount of trust an
individual experiences towards others (Mayer et al., 1995). The propensity to trust is a
relatively stable trait of subordinates that “leads to a generalized expectation about the
trustworthiness of others” (Mayer et al., 1995: 715). The propensity to trust is an
important factor that affects the tendency of a subordinate to trust, particularly prior to
having any other data on the leader available.

Negative personal experiences of individuals where they learned that trusting others is
hurtful and has negative consequences can lead to the development of a low propensity to
trust. Similarly, positive experiences where trust has been rewarded lead to a high
propensity to trust. While this trait is difficult to change, experiences over a long period
of time incompatible with existing propensity of trust levels can lead to a modification of
this trait.

Given the same amount and kind of knowledge, the propensity to trust is likely to affect
the level of trust an individual has. In other words, given the same levels of perceived
leader competence and integrity, a subordinate with a weaker propensity to trust others is
likely to have lower trust in the leader as compared to a subordinate with a stronger
propensity to trust. It is interesting that individuals who tend to behave in trusting ways
themselves also tend to project this trait and through that attribute higher trustworthiness
to others (Deutsch, 1958).

Knowledge of the subordinate about the leader. While it is the leader's actions that do or
do not create trust, it is the knowledge of these actions and the context of them that affect
the creation of trust through their effect on assessments of trustworthiness by the
subordinate (Mayer et al., 1995). While the leader might have an “objective” level of
trustworthiness, perceived trust depends on the personal assessment of trustworthiness by
the subordinate. The amount of information the subordinate has available and how the
information is processed also affects this assessment of trustworthiness.

Subordinate information-processing. The development of trust depends on how the
subordinates perceives their environment and what attributions they make based on these
perceptions (Kramer, 1996; Meyerson, Weick, and Kramer, 1996). In other words, while
objective data about the leader's past actions may be available, the development of trust
depends on how the subordinate processes and interprets this information.

There is a large stream of research studying attribution theory (Weiner, 1974). A lesson
learned from this research is that cognitions and mental frameworks affect what we
perceive and how we perceive and interpret the vast amounts of information that impact
on us in all social interactions. The field of decision-making (e.g., Kahneman and
Tversky, 1984) also identifies how individuals differ in their “mental accounting”
(Kramer, 1996). For example, how certain scenarios are framed is likely to affect the
perceptions of trustworthiness in an individual. Therefore, next to influencing what the
subordinate knows about the leader's actions, a leader can also influence how the
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subordinate processes this information by providing the appropriate framework in which
a subordinate perceives a particular situation.

Through its effects on perceptions of the subordinate, trust also tends to reinforce itself.
For example, employees with an initially high trust in leaders subsequently perceive
fewer incidents of distrustful behavior from their leaders (Robinson, 1996). In the same
way that initial trust affects subsequent perceptions of distrustful behavior, initial trust
affects assessments of fairness, i.e., high initial trust leads to more positive assessments
of fairness and low trust to more negative assessments of fairness (Tyler, 1988, 1994;
Tyler and Lind, 1992).

Examples from Practice

Below I will provide real-life examples from businesses where trust has been a major
issue determining the success of various endeavors. These examples will illustrate how
the principles explained in this chapter can be translated into real business situations. The
first case illustrates factors that influence trust in interpersonal relationships while the
second case illustrates factors that influence trust at an organizational level. The first case
also points to the domain-specificity of trust. In this case, I will describe three leaders
who are in a similar kind of situation, namely being for the first time in their career in the
role of a team leader. However, these team leaders exhibit different degrees of integrity
and competence and through that affect both the development of trust from their
supervisor (the director) as well as from their subordinates (the team members) in
different ways.

Moving from a functional to a product-oriented structure

The maintenance department of a large European logistics and transportation company,
responsible for three products, used to be organized according to technical expertise. The
department had one director (the supervisor of the leaders we are examining). Three
functional managers reported to this director; their functions were mechanical, IT, and
hydraulics. Several technicians and operators worked with each of the functional groups.

This operational structure, however, often functioned poorly in terms of cost and quality
of service, so a new structure was put in place. In this new structure, teams were
organized around products, rather than functions. Now the individuals reporting to the
director were the expert technicians (the three leaders whose behavior we are examining).
For the first time in their career, technicians were given responsibility for an entire
product line and the management of a multi-functional team.

After six months of operation, the results varied and none of the teams were functioning
according to the outlined principles. The director was surprised at the high degree of
operating disparity between the teams, particularly because his trust in the different team
leaders was inconsistent with the actual performance of the teams. Furthermore, within
the teams, the atmospheres differed from being motivated and productive to dissatisfied
and demoralized. The explanation for this confusing situation lies in the different types of
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behaviors the team leaders exhibited toward their supervisors and subordinates which in
turn triggered differential perceptions of competence and integrity.

Product team 1 delivered the best results of all the teams. The director (supervisor of the
team leader), however, was not happy at all with the leader of product team 1, hence did
not trust the team leader's belief that these results were going to last in the long term. This
unwillingness of the director to attribute the high performance of the team to the team
leader's abilities stemmed from lack of communication between the director and the team
leader which in turn triggered in the director's eyes a perception of low competence and
integrity of the team leader. The team leader of product team 1 had no experience
whatsoever in writing management reports, and therefore avoided his duties to the
director, such as regular submission of management reports and communication with his
director. This lack of competence in reporting to his boss as well as the lack of
communication led to low trust of the director in the team leader. The lack of
communication fostered the distrust of the director in the team leader because the director
received no information that helped him attribute the positive results of the team to the
team leader's competence. Furthermore, the director interpreted the lack of
communication from the leader of team 1 as a sign of “bad conscience,” hence attributing
low integrity to the team leader.

Nevertheless, members of product team 1 (subordinates of the team leader) did develop
high trust in their team leader which in turn led to their high performance. The team
leader organized many occasions for communication and information exchange within
the team. This fostered knowledge of one another, encouraged exchange of helpful
information, and increased support the team members gave each other. Furthermore, the
team leader did demonstrate high competence in the work content, but nevertheless
allowed team members some decision-making power over their work, unless he saw a
situation where intervention was necessary. This demonstrated not only high competence
in both content as well as management but also demonstrated trust by the team leader in
his team members. All of this fostered the development of both moral and practical trust
within the team towards their leader. The development of moral trust was also fostered by
the leader's fair and consistent evaluation of the team members’ performances that
resulted in a fair distribution of the bonuses.

The performance of product team 2 was lower than that of product team 1. Nevertheless,
the director trusted the team leader of product team 2. In the director's opinion it was only
because of the team leader that product team 2 achieved any good results at all. In other
words, the director trusted the leader of product team 2. This situation, where the director
trusted the team leader of product team 2 more than the leader of product team 1, despite
its lower performance, can also be explained by the degree of perceived competence and
integrity of the team leader. The team leader of product team 2 provided regular detailed
management reports to the director. Furthermore, the team leader frequently met with the
director formally as well as informally and told him about the work of the team. The team
leader told the director that the poor results of the team were due to the low performance
of the operators. Often, he, the team leader himself, had to jump in and get the operators’
work done in order to compensate for their low performance. Hence, in the eyes of the



director, the fulfillment of the team leader's responsibilities toward him demonstrated
competence of the team leader regarding his management abilities. Furthermore, the
director interpreted the team leader's willingness to jump in and help the team accomplish
its task as demonstrating competence in his operational skills. In addition, the team leader
demonstrated integrity toward the director by – in the eyes of the director – openly
communicating to him the problems of the team and being willing to exceed his
responsibilities by personally assisting in the team workload. All of this led to the
development of both practical and moral trust by the director in the team leader.

Within product team 2, however, the atmosphere had gone sharply downhill. The
operators in the team (subordinates of the team leader) did not appreciate the very direct
style of management of the team leader. They felt like their leader was intruding into
their work and not giving them enough space to accomplish their responsibilities.
However, the mechanical technicians in the team (also subordinates of the team leader),
who happen to be the former colleagues of the team leader under the old structure, did
like the management style of the team leader. Hence, in terms of trust, there was a clear
divide within the team. In the eyes of the operators, the team leader demonstrated very
poor management behavior as well as low integrity. The operators felt that their team
leader was micromanaging them, not letting them have enough room to perform their
tasks well, not providing any coaching, and on top of all this, evaluating them unfairly.
The operators felt that the team leader unfairly provided all the bonuses to his former
colleagues, namely the mechanics in the team. This fostered conflicts between the
operators and the mechanics in the team and triggered low trust between the operators
and the team leader as well as between the operators and the mechanics within the team.
The mechanics, on the other hand, felt that their team leader rightfully evaluated them as
better than the operators and felt fairly treated. Furthermore, the team leader spent far
more time coaching the mechanics than the operators; this led to a positive evaluation of
the team leader from the mechanics’ perspective, hence to high trust between the
mechanics of the team and their team leader. However, the high trust between some of
the subordinates and their team leader was not enough to create high performance for the
team. This tense and conflict-filled atmosphere in the team led to the poor performance of
the team as a whole.

Product team 3 also demonstrated poor results. The results of the team were worse than
those of product team 1 and those of product team 2. Nevertheless, the director trusted
the management capabilities of the team leader of product team 3, confusing the director
even more about the mismatch between his judgment of the three team leaders and their
teams’ actual performance. Again, though, the director's perception of the competence
and integrity of the team leader can explain this situation. The team leader of product
team 3 had great skills in monitoring performance and in writing very detailed and
informative management reports. The team leader was also very skilled in managing his
budget, planning resources, and in setting performance goals based on this monitoring
system. The director greatly appreciated this detailed information and demonstration of
good management skills. Through that the director developed very high practical trust in
the team leader.



Within product team 3, though, the atmosphere was very bad. All of the members of the
team were unhappy with their team leader and had very low practical and moral trust in
the leader. This was clearly due to the team leader's poor interpersonal, communication,
and coaching skills. He avoided communication with his team members whenever he
could. Furthermore, he was unable to provide valuable coaching, not only because he did
not communicate with the team members, but also because he was assigned a product he
had very little experience with. His team members complained that the team leader was a
former member of the IT team, with little experience in producing this product. The team
leader was always in his office doing paperwork, preparing detailed work schedules and
charts to give to management, but never spent any time with his team members to help
them accomplish their job. This led to extremely low practical trust between the team
members and the team leader. There was never any basis to develop moral trust because
the team members never received any information that helped them judge the integrity of
their team leader.

This case illustrates the principles stated earlier in the chapter, namely that competence
and integrity lead to the development of practical and moral trust, respectively. More
importantly, though, it also demonstrates that information about the competence and
integrity of a leader is required, otherwise there is no base to develop trust on.
Furthermore, this case demonstrates that trust is partly domain specific. Trustworthiness
is developed toward a specific characteristic of an individual; it is not a universal
characteristic of an individual.

This case also points to another interesting aspect of trust in organizations. Should
individuals use the same kind of criteria to evaluate the trustworthiness of a superior
versus a subordinate? In the case illustrated above, the director clearly used different
criteria than the team members to judge the performance of the three team leaders. This is
due to the fact that particular behaviors of the team leader (such as writing accurate
management reports, accurate forecasting, appropriate distribution of the budget, etc.) are
salient for the director to do a good job in his position as a superior. Hence, a superior
will tend to focus on these behaviors to make a judgment of their subordinates, even
though a good superior should take a more holistic view to evaluate their subordinates’
behaviors. The behaviors that are salient to a superior, though, are not the same behaviors
that are salient for subordinates. For subordinates to do a good job, they depend on the
coaching and team-management competencies of the leader (coaching, meeting
management, conflict management). Since different behaviors are salient to superiors as
opposed to subordinates, different behaviors are used to evaluate the trustworthiness of a
leader. This means for leaders in organizations that they need to be aware of the different
roles they play in organizations, namely being a superior as well as a follower at the same
time. To be an effective leader means, therefore, managing all of those relationships in a
way to create trust in the parties they get in contact with. Nevertheless, in the illustrated
case, in order to make an accurate judgment of the team leaders’ capability to manage
their teams, the director should have attempted to find out more about the leaders’ team-
management competencies by talking to the team members directly.

Low trust through poor change management



An international chemicals company recently had gone through the implementation of an
Enterprise Resource Planning (ERP) system. The purpose of implementing this tool was
to optimize the supply-chain processes by having all of them based on the same kind of
IT system. Through that, the company hoped for greater integration and a resulting
increase in efficiency and productivity in its supply chain. A few months after the
implementation of this tool, however, none of the hoped-for results were achieved.
Processes were still ineffective and employees had to work with the new tools, but were
applying their old ways of working. Overall, morale was low and employees developed
greater and greater distrust in their management and doubted the success of the ERP
system implementation.

Detailed interviews with employees provided insights into why this low level of trust
developed. Employees did not understand why they had to go through this change and
therefore perceived the necessity to make this painful change to a new system as
something imposed on them by their leadership team. This lack of perceived control
made employees feel treated unfairly, which in turn triggered low moral trust in the
leadership. The perception that this new system was imposed on employees was due to
the lack of communication from management explaining the need for a new IT system
and discussing the reasons for this new system with their employees.

The management team also neglected to inform and educate employees in how and why
their roles and responsibilities had changed with this new system being in place.
Management never explained to employees how the entire business process had changed
and what each employee's new part in the business process was and why all this was
beneficial for the company. This in turn triggered perceptions in the employees that
management itself did not know why it was making these changes, let alone being able to
effectively implement this change. Hence, employees doubted the implementation
capabilities of their leadership team which in turn triggered low practical trust in the
leadership team.

All of this was topped by an extreme work overload. While the workload itself was not
the biggest complaint, it was the lack of recognition from management that upset the
employees the most. Due to this lack of recognition, stemming from the frequent absence
of managers whenever they were needed, employees felt that management did not even
know what the employees were working on. Hence, employees were unsure whether they
were working on tasks for which there was no need. This in turn caused employees to
believe that management did not even care about them and their work, all of which
triggered low moral trust in the leadership team.

And lastly, employees felt that their management was demonstrating poor leadership
qualities. There was very little communication, and what there was, was purely top-down,
allowing no dialogue. There was a lack of an overall vision or strategy for employees,
something desperately needed during hard and difficult times. Furthermore, employees
felt that management was “talking the talk” but not “walking the walk.” In other words,
there was lots of discussion and complaining from management about the problems that
needed to be fixed, but none of this talk was followed up by action. Probably most



frustrating for the employees, they felt that not even management knew how to work with
the new system. This lack of leadership competence in the employees’ eyes also caused
very low practical trust in their leadership team.

Hence, the employees clearly identified the causes of their low trust and disappointment
with management. While open communication, mobilization through a clear vision,
competent coaching from managers, fair processes, clear roles and responsibilities are
important at any time, they are particularly important during times of change. Employees
expect these kinds of behaviors from their management, and if they are missing, low trust,
disappointment, bad performance, and resignation follow.

Summary

Integrity and competence are the most critical characteristics of a leader in order to create
trust in their subordinates. Integrity plus honesty leads to the development of moral trust,
and competence leads to the development of practical trust. The development of trust,
also, depends on the subordinate's personality (the propensity to trust), the knowledge of
the leader's past actions, and the processing of that knowledge and information to assess
the moral and practical aspects of trust. The moral and practical aspects of trust are
related to each other, but nevertheless distinguishable.

In general, trust leads to many beneficial outcomes. For example, trust leads to greater
willingness to stay with an organization, increased innovation and creativity, commitment
to goals set by a leader, greater satisfaction with processes in interactive tasks with the
leader, greater agreement with the leader's strategies and decisions, and higher
performance.

In order to increase trust, leaders need to ensure integrity and honesty in all their words
and actions as well as maintain high levels of competencies in their areas of responsibility.
Furthermore, leaders should create an organizational culture characterized by high trust
and high performance to encourage trusting and high-performing behavior in their
employees.
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The organizational structure should be designed to fit the organizational strategy. This is
the Principle of Designing Structure to Fit Strategy – the meta-principle of effective
organizational structure.

This is a broad idea. However, there are sub-principles that follow from the meta-
principle, which turn the broad idea into useful prescriptive guidance. The sub-principles
make the principle of designing structure to fit strategy specific and actionable. By
following these sub-principles, organizations can build structures that maximize their
effectiveness.

http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=business-and-management&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=id2244487&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506621
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506622
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506623
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506624
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506625
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506626
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627
http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=business-and-management&book_id=0&type=std&fuzzy=0&slop=1
http://www.blackwellreference.com/subscriber/explore?query=A&widen=1&result_number=1&topics=id2244487&book_id=0&type=std&fuzzy=0&slop=1


The structure of an organization is the set of relationships between its members, such as
who reports to whom on the organization chart or whether there is a “no smoking” rule.
An organization coordinates the actions of its members in order to attain a goal (Scott,
1992). The strategy of an organization is its future intention of how it will attain its goals
given its situation. The organization should adopt a structure that helps it to attain its
goals and thereby promotes organizational effectiveness.

The structure that is most effective for an organization is one that fits its strategy
(Chandler, 1962). Strategy determines the levels of four contingency factors:
organizational size, innovation, diversification, and geographical diversity. These
contingency factors, in turn, determine the nature of the tasks that confront members of
the organization. Tasks can themselves vary on two dimensions: uncertainty and
interdependence. Task uncertainty and task interdependence determine the mechanisms
required to coordinate effectively the tasks. These coordination mechanisms underlie the
different types of structure that are required to fit the strategy. The causal chain is:
strategy, contingencies, task, coordination mechanisms, and structure. We will begin by
outlining the coordination mechanisms and then discuss strategy, contingencies, and
structures.

Coordination Mechanisms

Task uncertainty and coordination mechanisms

Each organizational member needs to know what he or she should do in order to
accomplish his or her task, so that their task dovetails with that of those being performed
by other members. Coordination can be attained by either rule, plan, hierarchy or mutual
agreement. Which of these coordinating mechanisms should be used depends upon the
level of task uncertainty. Task uncertainty is the degree of predictability that working in a
certain way will successfully accomplish the task. The coordination mechanism that is
most effective is the one that fits the level of task uncertainty.

Rules state what should occur in each specified situation. A rule states that, if X occurs,
then Y should be done, e.g., “If an employee is 15 minutes late then he or she will be
fined for one hour's pay.” Broadly understood, rules include standard operating
procedures and written instructions for performing the task. They are also present in
computerization and automation, and compose the software and hardware of these
systems (Blau and Schoenherr, 1971). Thus rules are really part of the programming of
decisions. Any particular case is decided by a framework that pre-exists that case. This
allows the decision to be made quickly, without reflection or discussion. There is no
necessity for involvement by a manager, so a member may simply follow the rule. A
clerk can administer the rule. Thus rules economize on managers and allow delegation to
lower-paid members (Blau and Schoenherr, 1971). A rule applies the same across all
cases, so that rules foster consistency. This also means that rules treat every
organizational member or client the same and so can be perceived as fair and equitable.
However, a disadvantage of rules is that they are quite inflexible, in that whenever X
occurs, then Y is prescribed – even though the situation may have changed so that Y is no
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longer useful. Therefore, rules are appropriate where the task is low on uncertainty, so
that the when they were set they correctly anticipated future situations (Galbraith, 1973).
Thus rules fit low task uncertainty.

Plans involve constructing a schedule of which member will do what and when. Plans
can be flexible by being updated periodically as the situation changes. In this way, plans
are appropriate where the task is less certain than for rules. Thus plans fit quite low task
uncertainty.

Hierarchy uses managers to direct activities of their subordinates. By exercising
judgment, managers achieve some flexibility in their decision-making, but managerial
involvement is expensive because of their relatively high compensation and benefit costs.
Where task uncertainty is medium then hierarchy should be used. Thus hierarchy fits
medium task uncertainty.

Mutual agreement means that members agree among themselves who will do what and
when. It relies upon the personal commitment of the members to the goals of the
organization, or at least to the accomplishment of their tasks. By participating in
decisions, members have increased understanding of what is required of them and tend to
be more committed. Participation tends also to increase the quality of the decision by
using the experience and initiative of members, and also saves the costs of supervision
(Likert, 1961). However, mutual agreement has its own costs, in that it is a time-
consuming process, because members have to resolve at the start of each time period who
is going to do what. Mutual agreement should be used where task uncertainty is high.
High task uncertainty makes it difficult for managers to know what is best, because of
their limited expertise. This tends to lead organizations to hire educated people, such as
professionals, who self-manage through mutual agreement (Hage and Aiken, 1970). Thus
mutual agreement fits high task uncertainty.

The sub-principle of task uncertainty is:

 • Tasks low on uncertainty should be governed by rules.
 • Tasks somewhat low on uncertainty should be governed by plans.
 • Tasks medium on uncertainty should be governed by hierarchy.
 • Tasks high on uncertainty should be governed by mutual agreement.

Task interdependence and coordination mechanisms

Task interdependence refers to whether two tasks are connected and, if so, how
intensively the tasks interact. The more intensive the connection between any two tasks,
the greater the coordination that is needed. To facilitate coordination, organizational sub-
units that are more interdependent should be placed closer together in the organizational
hierarchy (Thompson, 1967). From the top of the hierarchy down, tasks are grouped
according to their interdependence with one another, which defines organizational sub-
units at each level. At the top of the hierarchy, reporting to top management are placed
tasks that have no direct interdependence on each other, such as divisions whose products
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are unrelated to each other (this is termed pooled interdependence). At the next level
down in the hierarchy are placed tasks that are moderately interdependent, such as where
the product made by the manufacturing department becomes the input for the marketing
department (this is termed sequential interdependence). At the bottom level in the
hierarchy are placed tasks that are highly interdependent, such as milling and boring
operations in a job shop, between which a product moves back and forth numerous times
as it is fabricated (this is termed reciprocal interdependence).

The sub-principle of task interdependence is:

 • The greater the interdependence between tasks, the greater their coordination
needs to be and so the closer they should be located in the organizational
hierarchy.

Thus the coordination mechanisms that should be used to structure an organization are set
by task uncertainty and task interdependence. The tasks of an organization are set, in turn,
by its strategy, as we shall now see. Thus strategy determines the tasks that determine the
optimal structure.

Strategy

At least five different strategies may be distinguished: differentiation, innovation, low
cost, market expansion, and risk reduction. Strategy affects the organization on four
dimensions: size, innovation, diversification, and geographical diversity. These four
dimensions are known as contingency factors because high organizational performance
depends on fitting the organizational structure to each of them. Size is the number of
people being organized; it relates to scale and is sought in a low-cost strategy. Innovation
refers to materials, processes or outputs that are new to the organization and is sought in
innovation or differentiation strategies. Diversification is producing services or products
that are different from each other; the more different the services or products, the greater
the diversification of the organization; it is sought in market expansion or risk reduction
strategies. Geographical diversity is having different localities operate independently of
each other; it is sought in market expansion or risk reduction strategies. Whenever an
organization alters its strategy this tends to cause changes in one or other of the four
contingency factors, i.e., in the levels of innovation sought or size or diversification or
geographical diversity. Changes in one or other of these four contingency factors cause
changes in task uncertainty or task interdependence. In this way, changes in strategy
indirectly lead to changes in task uncertainty or task interdependence. Given that task
uncertainty and task interdependence require particular structures, strategy ultimately
drives the structural designs needed for effectiveness.

Specifically, increasing size decreases the uncertainty of many organizational tasks by
making them more repetitive, leading to formalization. Increasing innovation increases
task uncertainty, by requiring the solving of novel problems. Increasing innovation also
increases task interdependence, because the various functional departments, such as
research and manufacturing, have to interact to solve these novel problems. Increasing



diversification and geographical diversity decreases task interdependence, because the
different products or services or localities operate independently of each other. A
consideration of each of these four contingency factors makes specific the organizational
structures required to fulfill the meta-principle that structure must be designed to fit
strategy.

Size

The volume of work performed by an organization, such as the numbers of products to be
produced or customers to be served, affects the number of people required to perform it
and thereby the size of the organization (i.e., the number of its members) (Blau and
Schoenherr, 1971). In turn, organizational size determines the appropriate levels of
specialization, formalization, hierarchy, and decentralization.

Size and specialization. Tasks need to be distributed among members so that each
specializes in a certain task. This is to avoid the confusion of everybody trying to do the
same thing at the same time, such as serving the same customer or operating the same
equipment. Specialization also has the advantage that a member can become more expert
in that task by repeatedly performing it. Also, for highly specialized tasks, their simplicity
allows them to be performed by members who have little education, experience or
training. This makes filling that role easier and allows lower pay. Thus the higher skill
and lower cost advantages of specialization promote organizational efficiency.

The sub-principle of specialization is:

 • The larger the organization, the more specialized should be the work of each
member.

Size and formalization. Increasing size means that some tasks, such as hiring employees
or paying wages, are done repeatedly. Specialization also means that a member performs
the same task repeatedly. Such repetition increases familiarity with the task and so
reduces task uncertainty. This allows the task to be codified in rules, regulations, and
standard operating procedures, which is referred to as formalization. Thus size increases
formalization which promotes efficiency because of the increased programming of
decisions (as discussed earlier). In contrast, an organization that fails to increase
formalization as it grows in size is relying on more costly forms of coordination, such as
the managerial hierarchy and so is being inefficient.

The sub-principle of formalization is:

 • The larger the organization, the more formalized it should be.

Size and hierarchy. The height of the hierarchy is affected by the span of control, that is,
the number of members who are direct subordinates of each manager. As organizational
size increases, the span of control increases for a manager until it becomes too wide. At
this point a new intermediary level has to be introduced into the hierarchy between the
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manager and his or her erstwhile direct subordinates. In this way size leads to an increase
in hierarchical levels, in order to avoid the breakdown in coordination that would occur if
spans of control were too wide.

The sub-principle of hierarchical levels is:

 • The larger the organization, the more hierarchical levels it should have.

Size and decentralization. Larger size promotes decentralization. A larger number of
members and customers increases the number of issues requiring managerial decision.
Thus size increases organizational complexity. This complexity means that decisions
cannot all be centralized, so that decentralization must increase as complexity increases.
Decentralization means that some decisions are taken at levels down from the top of the
hierarchy. The more decisions that are delegated and the further down the hierarchy that
they are delegated, the greater is the decentralization. This means that some decisions are
being taken by lower-level managers who have more knowledge of the local situation,
avoiding delays and also the distortions that would occur if all information had to be fed
up the hierarchy for centralized decision-making. Moreover, decentralization gives
lower-level managers some degree of autonomy that helps involve and motivate them.

The sub-principle of decentralization is:

 • The larger the organization becomes, the more it should decentralize decision-
making.

In sum, as an organization grows larger so it should increase its specialization,
formalization, hierarchical levels, and decentralization.

Innovation

A high rate of innovation means that, within a time period, there are a large number of
outputs or processes that are new to the organization. The opposite of innovation is
routine operation, which leads to low task uncertainty, which, as we have seen, is
effectively organized by rules set by the hierarchy. Also, knowledge is centralized at the
top of the organizational structure, so that decisions about other, medium uncertainty
tasks can be taken centrally. This kind of organizational structure, which features high
formalization, centralization, and psychological dependence of members on the hierarchy,
is referred to as a mechanistic structure. Mechanistic structures are effective for routine
tasks, especially low uncertainty tasks (Burns and Stalker, 1961).

In contrast, innovation requires that novel problems be solved. This often requires hiring
technical experts or professionals and encouraging them to use their initiative, based
upon a broad understanding of their task or the organizational mission. Such
organizational members tend to coordinate through mutual agreement. Knowledge is
diffused throughout the organizational structure, thus rendering ineffective a high degree
of centralization. This kind of organizational structure, which features use of initiative by
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members, mutual agreement, decentralization, and also low formalization, is referred to
as an organic structure (Burns and Stalker, 1961). Organic structures are effective for
high uncertainty, innovatory tasks.

There is a continuum of organizational structures running from highly mechanistic
through to highly organic, with many organizations lying at intermediary positions.
Correspondingly, organizations vary in the level of their innovativeness. The more
innovative the organization wants to be, the more organic its structure has to be.

The sub-principle of innovation is:

 • The greater the innovation rate sought, the more organic the organizational
structure should be.

Within an organization there can be variations in the level of organicness from
department to department or section to section. These stem from variations in the
uncertainty of the tasks being performed by each department. For example manufacturing
is often mechanistic, because much of its work is repetitive, whereas research is usually
organic, because its work is solving novel problems (Lawrence and Lorsch, 1967). Thus,
far from a homogeneous organizational culture, the organization contains divergent sub-
cultures.

The sub-sub-principle of innovation is:

 • The greater the task uncertainty of any organizational sub-unit, the more organic
it should be.

Nevertheless, despite such differences between departments in the same organization,
where one department is interdependent on another they must achieve coordination.

Coordination mechanisms for innovation. Innovation affects the mechanisms that should
be used to coordinate the functional departments of an organization, through the effect of
innovation on task uncertainty and task interdependence.

Where the organization does not wish to innovate, then there may be no research
department. The task interdependence between functions may be of the low-intensity,
simple, sequential kind: the sales department places an order upon the manufacturing
department, which makes it and passes it on to the delivery department. The coordination
mechanism that is required for sequential task interdependence is planning, because there
is limited task uncertainty. The uncertainty that exists mainly arises from variations in
throughput volume over time. Where plans cannot be used because of more uncertainty,
coordination can be achieved through use of hierarchy.

In contrast, where the organization wishes to innovate, then there will usually be a
research department. The task interdependence between functions will be of the highly
intensive, reciprocal kind. The research department may have an idea for a new product,
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but the marketing department must examine the demand and price, and the manufacturing
department must examine the feasibility and costs. Therefore a discussion needs to occur
back and forth between the functional departments. Because the content and interactions
involved in these discussions are uncertain, planning cannot be used and hierarchy does
not suffice. Each department must adjust to the other and so their coordination is ad hoc
and through mutual agreement (Thompson, 1967). The discussion is made more difficult
by the sub-cultural differences of style, language, time frames, and values between the
departments. The organization should create inter-functional teams to bring
representatives of the functional departments together to facilitate cooperation. These
teams may further be assisted by integrators who can act as facilitators. Inevitably,
conflicts arise between the different perspectives of the functions and these should be
resolved by open confrontation, that is problem-solving discussion, rather than by using
power or being evasive (Lawrence and Lorsch, 1967).

The sub-principle of interdependence is:

 • Where innovation is not required, interdependence between functional
departments should be handled by planning through the hierarchy. Where
innovation is required, interdependence between functional departments should be
handled by cross-functional teams, facilitated by integrators and resolving conflict
through confrontation.

Diversification

If the organization is undiversified (e.g., it produces a single product), then its tasks are
interdependent – manufacturing makes what research designs – and so the main
organizational sub-units are functions. Thus an undiversified organization should have a
functional structure. Increasing diversification, by offering more diverse products or
services, decreases the interdependence among the tasks of creating and selling each of
these different outputs. If an organization is diversified, e.g., producing both automobiles
and shoes, each of these two products is unrelated and so will have its own separate
resources to design, make, and sell them. Such decreasing task interdependence reduces
the amount of coordination of tasks and supervision required. Those tasks that are not
interdependent become the primary building blocks of the organization and so are placed
at the top of the hierarchy. Thus an undiversified organization should have a divisional
structure. Hence diversification reduces task interdependence and so requires a shift from
a functional to a divisional structure.

Divisionalization increases decentralization, so that the diversification that causes
divisionalization also indirectly leads to more decentralization (in addition to that caused
by size). Typically operational decisions are decentralized to the divisions, while strategic
and major financial decisions remain centralized. A division has a complete set of
operating resources and functions to design, make, and sell the product or service, so that
the division can act autonomously from the rest of the organization. Therefore,
information processing about the product and its environment can be mainly confined
within the division. This reduces the need for most of the information about the product
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to flow to levels above the division, thus relieving the head office of work. In essence,
where there are no synergies to be extracted from the operating divisions, then the
corporate head office should play a minimal role. This role is confined to work such as
supervising the managers in charge of the divisions, resource allocation across divisions,
and managing corporate strategy (e.g., acquisitions and divestments). Thus the creation of
autonomous divisions constitutes a significant increase in decentralization for the
organization. Also, because the division operates independently of the other divisions, its
performance can be assessed in terms of its profitability and the divisional manager
rewarded on the basis of the profitability of his or her division.

However, the highly decentralized divisional structure only fits high diversification, that
is, low task interdependence. In such a case, the products or services of the divisions are
unrelated, i.e., they have nothing in common: materials, technologies, distribution or
customers, etc. However, many companies are only moderately diversified, i.e., they have
related products or services. The less diversified the company, that is, the more related its
products or services, the greater their interdependence, i.e., through sharing materials or
technologies, etc. This interdependence between divisions requires coordination, so such
divisions are less autonomous than in the highly diversified case (just discussed).
Consequently, the corporate head office is larger, contains more operating functions, and
centralizes more decisions. For example, in a company making a related set of electronics
products, some technology is in common across the product divisions, so research on it is
conducted in a central laboratory, swelling the number of the staff in the corporate head
office (Pitts, 1976). Another example is the vertically integrated forest products company,
in which huge volumes of material pass from division to division down the value-added
chain. These product flows need coordinating, so that divisional autonomy on production
rates is curtailed and the corporate head office contains specialists in production planning
and transportation (Lorsch and Allen, 1973). In essence, in related product or service
organizations, there are operating synergies to be extracted from the divisions through
their coordination and this entails a more “hands on” role for the corporate head office.
Also, the managers in charge of the divisions are rewarded for their contribution to
corporate profitability, not just the profitability of their division.

The sub-principle of diversification and divisionalization is:

 • As the organization increases its diversification, it should divisionalize and use
progressively more decentralization, a smaller head office with fewer operating
functions, performance assessment of sub-units by profits rather than costs, and
rewards for divisional managers based more on the performance of their division
than of the corporation.

As seen, at low levels of diversification the organization should use a functional structure,
whereas at high levels of diversification the organization should use a divisional structure.
However at medium diversification there is a choice of either functional or divisional
structures. Medium diversification is where there the products or services produced are
related to each other in some way, for example having common materials, technology,
skills, or customers. If the organization is structured functionally then the resources are
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managed in an integrated way, such as by a central manufacturing department that fosters
economies of scale in purchasing and manufacturing. However, the focus on products or
services and their markets is blurred, which impedes innovation and customer
responsiveness. Hence a functional structure should be chosen where the medium
diversification organization wishes to minimize costs, for example where it faces severe
price competition.

Conversely, if the medium diversification organization is structured divisionally, then
there is a strong focus by each division on each of its products or services and their
markets. This fosters responsiveness to customers. Moreover, because each division has a
complete set of functions, interaction among them is facilitated, thus boosting innovation.
Responsiveness and innovation, in turn, enhance sales growth. However, the resources
are scattered and duplicated across the divisions and not managed in an integrated way,
so potential economies of scale in purchasing and manufacturing are sacrificed. Hence a
divisional structure should be chosen where the organization wishes to maximize
innovation and sales growth. Thus there is a trade-off, so that the medium diversification
organization chooses to maximize either cost control or sales growth, while sacrificing
the other.

The sub-principle of trade-off for medium diversifiers is:

 • Medium diversified organizations should choose a functional structure where
cost control is the main goal, and a divisional structure where sales growth is the
main goal.

Some medium diversification organizations may wish to avoid the extremes of
maximizing cost control or sales growth and instead may wish to compromise and have
some cost control while attaining some innovation and customer responsiveness so as to
attain moderate sales growth. They can retain both functional and product or service
structures with equal emphasis by adopting a matrix structure of the functional-product,
functional-project or functional-service types. Functional managers coordinate the
common issues across the related products or services. A subordinate reports
simultaneously to a functional manager and also to the manager in charge of a product or
service. For example, the functional-project matrix of the Lockheed-Georgia Division of
the Lockheed Aircraft Corporation features a manager for each function (e.g.,
engineering) and also a manager for each project, i.e., airplane type (e.g., C-5A), with
subordinates reporting to both. The functional managers seek to control costs by
optimizing the use of resources in an integrated way across projects, while the project
managers facilitate interaction within their temporary teams (drawn from the functions),
to speed innovation and to interface with their client (Corey and Star, 1971).

The sub-principle of compromise for medium diversification is:

 • Medium diversified organizations should choose a functional-product matrix
structure where both some cost control and some sales growth is the goal.
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Geographical diversification

Geographical diversification is another way to reduce task interdependence. Each locality
has its own complete set of resources and functions to design, make, and sell its product
or service in its locality, so that it operates independently of other geographical areas of
the organization. In this way, diversification along geographical lines can produce
autonomous divisions, similar to product or service diversification, only the divisions are
defined by locality.

The sub-principle of geographical diversity is:

 • Where each locality operates independently of other localities then the structure
should be geographical divisions.

In some organizations geographical diversity is at the medium level, so that there are
significant differences between geographies, warranting a separate manager for each,
while diversification is also medium, so that there also are significant differences
between products, warranting a separate manager for each. Moreover, the activities of the
products are distributed across the geographies in such a way that each product manager
is coordinating his or her product across the geographies. Thus there will be both several
geographical locality managers and several product managers. Each of their subordinates
reports simultaneously to the managers of their geography and of their product. Hence the
structure is a geography-product, or area-product, matrix (Davis and Lawrence, 1977). A
frequently encountered example is the multinational corporation that has more than one
distinct product or service, but which also produces and sells each of them in numerous
different areas of the world (Galbraith and Kazanjian, 1988).

The sub-principle of medium geographical diversity and medium diversification is:

 • Where there is a medium geographical diversity and medium diversification,
then the organization should have a geography-product matrix structure.

Case Illustrations

To more fully understand how these principles work in practice, we will discuss a
positive example and then a negative example.

Product development at Toyota

Product development is sometimes supposed to be synonymous with an organic structure.
However, this presumes that the products being developed are highly innovative, based
on the creation of new science or technology, so that task uncertainty is high. In contrast,
at Toyota Motor Corporation product development is evolution not revolution. Thus
product development involves only moderate levels of task uncertainty, so that
mechanistic elements are appropriate as well as organic elements.
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Toyota mass produces high-quality, reliable automobiles, yet it is not a leading-edge
innovator. As a high-volume automobile company, it faces tough cost pressures due to
global competition. Hence new product development at Toyota seeks to create new
models that are easily manufactured to tight costs and which share as much as possible
across models in the range. This standardization has helped Toyota to introduce new
models, and even some new products, thus “competing in time.” Thus, while there is
some degree of task uncertainty, it is moderate rather than high.

We will now describe product development at Toyota (Sobek, Liker, and Ward, 1998),
coding each feature as to whether it is mechanistic or organic. Toyota features strong
functions both for manufacturing and product development (mechanistic). Engineers
remain in one or other function for most of their careers, so that, while they are rotated, it
is within one of these functions (mechanistic), not between functions. There is a lengthy
process of in-company training and on-the-job experience over many years before
engineers rise to the higher levels where authority is vested (mechanistic). Younger
engineers are closely supervised and mentored by their superiors (mechanistic), though
the style is Socratic rather than directive (organic). Ongoing cross-functional
coordination is provided by meetings (organic), but the extent of these is constrained in
number and scope so that engineers can get on with their work.

There is considerable use of written documents (mechanistic). There are detailed, written
standards for every part of the automobile (mechanistic). These are frequently updated by
the engineers. Being written, they codify the knowledge, so that it is held by the company
(mechanistic), not just by the individual. Meetings often work through detailed, written
checklists. Requests for changes from one section to another are written and circulated
prior to meetings. The decision of the meeting is then written up to record it formally
(mechanistic). These documents conform to a standard format (mechanistic). Younger
engineers are coached as to how exactly to write these documents and how to conduct the
meetings (mechanistic).

There is cross-functional coordination provided by a chief engineer who leads the project
and stands outside the functions (organic). However, the engineers working on the project
remain in their functions, subject to the authority of their functional boss (mechanistic).
Hence the project leader lacks line authority over the project and has to work by
persuasion (organic). The credibility of the chief engineer rests in part on his engineering
expertise and he is regarded not so much as the project manager as the lead designer
(organic). There is a considerable amount of conflict involved, so that issues are
thoroughly discussed (organic), rather than being settled forcibly or evaded.

Thus there are both mechanistic as well as organic elements in the organizational
structure that is used for product development at Toyota, thereby fitting its strategy.

Product divisions at Nipont

Nipont (a pseudonym for a real Japanese corporation) had a functional structure.
However, as it grew and diversified the range of its product offerings, Nipont replaced
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the functional with a divisional structure, following the pattern of most large corporations
(Rumelt 1974). It hoped that product divisions would offer greater flexibility and
speedier response to each different product market, so as to boost innovation and attain
faster sales growth. In the booming markets of the time this seemed appropriate.
However, shortly after the adoption of the new divisional structure the environment
changed in a way that made its divisional structure inappropriate.

International events led to a dramatic rise in the cost of oil, a major raw material, so
placing pressure on Nipont's costs. This was compounded by increased competition from
international competitors, who “dumped” their product into the Japanese home market at
marginal cost, so placing pressure on prices. Squeezed by cost and price pressures,
Nipont had to bring their costs under control. Unfortunately Nipont's divisional structure
was unsuited to providing tight cost control.

The divisional structure at Nipont consisted of three product divisions: the Chemicals
Division, Fibers Division, and Plastics Division. Each division operated autonomously,
making its own decisions. However, in strategic terms, while Nipont was a diversified
company, it was a company of only medium diversification, because its products were
related. There were strong links between its three main products, i.e., substantial task
interdependence. Fibers were the main product and were made by the Fibers Division.
These are synthetic textiles that use materials made by the company, in common with the
second main product, plastics, made by the Plastics Division. Much of the chemicals sold
by the Chemicals Division were in fact by-products of the core processes used for the
Fibers and Plastics Divisions.

Moreover, many of Nipont's production plants made more than one of these products.
Two plants (Mishima and Nagoya) made products for all of the three product divisions.
Other plants (Gifu and Shiga) made products for two of the product divisions. Therefore
these plants were not under a unified command. The other plants each reported to their
product division, so that control was split among the three product divisions. Therefore
there was a lack of overall coordination of the company's production plants – despite
their operations being interconnected. Thus there was no central control over
manufacturing, sacrificing economies of scale. In a buoyant economy this had been a
highly acceptable trade-off for the better flexibility and innovation potential offered by
organization into separate product divisions. However, it became unacceptable as the
environment forced an imperative towards reducing production costs. After a few years,
Nipont reverted to a functional structure (Donaldson, 1979).

Given that the environments of organizations are frequently changing, this can lead them
to alter their strategies, and they must then quickly change their structures in order to
avoid misfit and ineffectiveness.
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Participation is a process in which decision-making, problem-solving, action-planning, or
similar activities are shared and performed jointly by hierarchical superiors and their
subordinates. To participate, superiors and subordinates work together to identify
alternatives, consider preferences, and finalize judgments. Defined in this manner,
participation differs from direction, in which superiors follow autocratic procedures and
act alone (Wagner, 1982). Participation also differs from consultation, in which superiors
ask subordinates for their inputs and opinions but then weigh alternatives and make a
final choice on their own (Vroom and Yetton, 1973). Less obviously, perhaps,
participation differs from delegation, in which superiors remove themselves and cede
complete authority to their subordinates. Whereas participation requires that outcomes
reflect needs and interests shared across hierarchical levels, delegation is more likely to
allow subordinates the autonomy to act in accordance with personal desires (Leana,
1987).

Social theorists have long suggested that participation influences human behavior by (1)
involving participants directly in ongoing processes, thereby securing their commitment
to participatory outcomes through the “sense of ownership” stimulated by their personal
involvement, or by (2) providing participants the opportunity to exchange and collect
information, and to become more fully informed and knowledgeable about ongoing
activities and participatory results (e.g., Pateman, 1970). Organizational researchers have
similarly speculated that participation might influence behavior in organizations through
two distinct mechanisms, one termed motivational and the other cognitive (Barthlem and
Locke, 1981; Locke and Schweiger, 1979; Miller and Monge, 1986; Schweiger and
Leana, 1986; Wagner, Leana, Locke, and Schweiger 1997). Research on the two
mechanisms sheds light on each mechanism's ability to predict and explain likely
outcomes of participatory processes, and thus holds important implications for the
management of organizational behavior.

Participation Does Not Always Motivate, and the Lack
of It Does Not Always Demotivate

The motivational mechanism is thought to affect behavior in organizations through the
heightened sense of personal commitment to or acceptance of participatory outcomes that
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comes from having a say in participatory processes and a part in shaping the outcomes of
those processes. According to this explanation, participation stimulates a sense of
commitment that motivates participants to support and implement participatory
resolutions. Behavior is motivated and satisfaction is experienced as participants strive to
see their resolutions through to completion.

Research on the motivational mechanism extends back to a series of studies conducted,
during the 1920s and 1930s, at Western Electric's Hawthorne plant, located near Chicago,
Illinois. In reviewing analyses of the effects of factors such as factory lighting, incentive
payment, and supportive supervision on workforce satisfaction and performance,
Hawthorne researchers noticed a pattern of results that seemed to indicate that workers
were influenced by social conditions – specifically, by desires to satisfy needs for
companionship and support at work – and that such conditions might have strong
motivational effects. This led them to suggest that participatory involvement, in
providing the opportunity to satisfy social needs, might motivate increased task
performance and stimulate greater acceptance of organizational policies (Roethlisberger
and Dickson, 1939).

Following up on this speculation, Coch and French (1948) performed a study of textile
pieceworkers that appeared to indicate that workers would accept changes in job practices
more readily if involved in the design and implementation of those practices. The authors
identified participatory processes as effective in encouraging acceptance of and
commitment to changed standards and procedures. They also characterized participation
as a potentially powerful method of reducing personal frustration and aggression
attributable to resistance to change.

Subsequent analyses of the motivational effects of participation focused increasing
attention on participation defined as a process of influence sharing, and on the
heightened personal commitment thought to accompany the redistribution and leveling of
influence and authority in organizations. Theorists identified participatory processes as
likely to have strong positive effects on workforce morale and satisfaction, feelings of
involvement and commitment, and employee motivation and performance (e.g.,
Anderson, 1959; Dickson, 1981; McMahon, 1976; Patchen, 1964). Research first seemed
to support this assertion (Fox, 1957; McCurdy and Eber, 1953; Pennington, Haravey, and
Bass, 1958; Vroom, 1960), but as further evidence amassed, it became apparent that
participation's motivational effects were neither as strong nor as generalizable as
originally proposed. Some studies reported zero or near-zero relationships between
participation and motivation, commitment, or performance (Alutto and Belasco, 1972;
Castore and Murnighan, 1978; Ivancevich, 1977; Jenkins and Lawler, 1981; Rosenbaum
and Rosenbaum, 1971), and others reported evidence of negative relationships between
participation and the same outcome variables (Gibb, 1951; Green and Taber, 1980;
Latham and Saari, 1979).

In the wake of these conflicting findings, Wagner and Gooding (1987) used a statistical
technique called meta-analysis to aggregate the results of 70 published studies of
participation, in order to estimate the strength of participation's general effects. After
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removing the effects of a troubling research artifact, percept-percept inflation (Crampton
and Wagner, 1994), Wagner and Gooding discovered that participation correlated, on
average, .11 with performance, .11 with satisfaction, and .10 with acceptance (i.e.,
commitment). Other analyses produced similar findings (e.g., Locke, Feren, McCaleb,
Shaw, and Denny, 1980; Wagner, 1994; Wagner and LePine, 1999). After considering
the available evidence, Locke, Alavi, and Wagner (1997) concluded that participation's
likely correlations with performance and satisfaction are both on the order of .11.
Changing levels of participation (i.e., from direction to participation) therefore explain
only about 1 percent of the concurrent change in performance or satisfaction. This
conclusion fails to support the use of participation as a motivational technique in the
workplace.

When is participation most likely to motivate?

Despite documenting participation's general limitation as a motivational tool, Wagner and
Gooding (1987) discovered situational conditions under which participation might have
more substantial effects. In particular, their analysis suggested that participation is more
likely to be related to employee satisfaction in instances where participation takes place
in smaller groups – typically, groups of 12 or fewer members. Implied by this finding is
the possibility that participants are unable to develop a sense of personal connection to or
ownership of participatory outcomes in larger group settings, due perhaps to the fact that
many people share in the creation of those outcomes, and thus each participant fails to
derive satisfaction from participatory processes or results. In small groups, however,
participation and satisfaction are correlated at the level of .25 on average, indicating that
about 6 percent of the change in satisfaction can be attributed to participation's effects.
The size of this relationship suggests that group size is an important situational condition
and that participation in small groups has limited, but none the less noteworthy, utility as
a practical means of stimulating workplace satisfaction.

Wagner and Gooding (1987) also reported that differences in task complexity have
effects on the strength of relationships between participation and both satisfaction and
acceptance. In each relationship, the effect is stronger when tasks are less complex,
meaning more behaviorally routine and less cognitively demanding. Suggested is the
possibility that participation can be used to enrich – make more challenging – otherwise
oversimplified work. Participation's relationship with satisfaction is again somewhat
modest, with an average correlation of .26 revealed in the presence of simple tasks, but its
relationship with acceptance is more substantial, as evidenced by an average correlation
of .32 under simple task conditions. Indicated by the latter finding is a fairly strong
enrichment effect, in which increasing participation by individuals who otherwise
perform simple tasks explains just over 10 percent of the corresponding increase in
acceptance of the results of participatory processes.

Participation Disseminates Information

In contrast to the motivational mechanism's definition of participation as a process of
influence sharing, within the framework of the cognitive mechanism the focus is on
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participation defined as a process of information sharing. From this perspective,
participation's effects on organizational behavior are thought to be a function of the
increased knowledge and deeper understanding afforded by participatory information
sharing. Researchers have proposed that participatory information sharing might
influence participant behaviors in several ways, for example: (1) knowing how to do a
job increases the opportunity to do the job productively (Lawler and Hackman, 1969;
Scheflen, Lawler, and Hackman, 1971); (2) understanding how a job fits into the larger
picture of work group interdependence and organizational mission enables effective
adjustment to changing work conditions (Ledford and Lawler, 1994; Williams, 1982); (3)
sharing knowledge and insights encourages common understanding and greater
cooperation (Dickson, 1981; Marrow and French, 1946); and (4) being able to access and
make use of the collective information of an organization's membership increases the
likelihood of successful organizational innovation and creativity (Stewart, 1997;
Tannenbaum, 1968).

Research on the cognitive mechanism has sought to determine whether participation does,
in fact, promote information sharing, and whether such sharing can have beneficial
consequences for the performance of individuals, groups, or organizations. In one study,
Latham, Winters, and Locke (1994) allowed some subjects in a laboratory experiment to
share and discuss strategies for attaining assigned goals on a class-scheduling task, but
prohibited other subjects from participating in similar discussions. Results of the
experiment indicated that individuals who participated in strategy discussions formed
better task strategies, felt more able to succeed in the task, and performed better on the
task than did subjects barred from participation. Moreover, differences in strategy quality
were found to explain much of the effect of participation on performance, indicating that
participation improved performance by helping participants discover better performance
strategies – a cognitive rather than motivational effect.

In another study, Scully, Kirkpatrick, and Locke (1995) manipulated the knowledge held
by supervisors and subordinates in two-person laboratory groups. In one-third of the
groups in the study, supervisors had the correct information needed to do their tasks, in
one-third they had incorrect information, and in one-third they had no information
whatsoever; subordinates were also split in thirds and assigned the same three levels of
information; and half of the groups engaged in participatory information sharing while
the other half did not. Results indicated that participation alone had no effect on subjects’
performance, but that participation had beneficial effects on performance if the
subordinate had correct information and the supervisor had none. In addition,
performance suffered if the supervisor lacked correct information or if either or both
members of a pair had incorrect information.

Suggested by these studies and others like them is the inference that participatory
processes can be used to share or redistribute information, and that such redistribution
can have positive effects on performance when it provides otherwise uninformed
individuals with ready access to requisite knowledge and insights (Barthlem and Locke,
1981; Bass, Valenzi, Farrow, and Solomon, 1975; Lowin, 1968). Supported is the
principle that participation will be beneficial when some individuals possess or can
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discover pertinent information and use participatory processes to disseminate it to others
(Durham, Knight, and Locke, 1997).

When is participation most able to inform?

In addition to confirming participation's effectiveness in distributing information, Scully,
Kirkpatrick, and Locke (1995) also provided evidence of an important situational
condition – the degree of impactedness or “lumpiness” in the distribution of information,
before participation – that appears able to determine whether participation will improve
participant cognition and performance. Participation's effects appear to be strengthened
by greater information impactedness, or conditions in which only a few individuals
possess needed information and knowledge, since participatory information exchange
allows participants to break down information disparities and increase the extent to which
knowledge is shared and generally accessible. Conversely, participation's effects are
typically weakened when information is already available to all, since additional
information sharing is unnecessary and consumes resources more profitably devoted to
other activities (Latham and Yukl, 1975; Bass and Valenzi, 1974; Williams, 1982).

Beyond the effects of information impactedness, speculation and the results of prior
research suggest several additional situational conditions that might also affect the
workings of the cognitive mechanism. One of these, interdependence, concerns the
degree to which participants must work together to perform and succeed. Under
conditions of low interdependence, individuals, groups, or organizations can perform
successfully by working alone, while under conditions of high interdependence,
individuals, groups, or organizations must work together to succeed. Differences in
interdependence exert situational influence on participation's efficacy by affecting the
amount of information required to coordinate ongoing relationships. While individuals
performing independent tasks need not exchange much information to do their work,
individuals performing interdependent tasks must share a great deal of information,
including messages about what has been done, what must be done next, what adjustments
need to be made in response to changing conditions, and so forth. To the extent that this
information flow must be ongoing, that is, occurring as coordination problems emerge (as
opposed to taking place on an occasional basis or through a supervisory intermediary),
participatory “mutual adjustment” contributes to successful coordination and enhanced
performance (Durham et al., 1997; Lawler, 1982; Sashkin, 1976).

Another situational condition, complexity, also appears likely to exert contingency effects
on relationships between participation and performance. Complexity reflects the degree
to which a task, objective, or situation is understandable, with low complexity referring to
conditions that are simple and readily understood, and high complexity alluding to
conditions that are complicated or intricate, and therefore difficult to interpret and
comprehend. Successful performance in the presence of lower complexity is possible
without additional information or insight. However, success under conditions of higher
complexity requires access to the additional information needed to render the complex
understandable. To the degree that participatory information exchange is able to provide
such access, participation may produce little benefit when combined with low complexity
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but should provide appreciable benefit when paired with high complexity (e.g., Anderson,
1959; Singer, 1974). Note that this pattern is exactly opposite the configuration of effects
revealed in research on the motivational mechanism, described earlier, wherein
participatory enrichment improved performance on simple tasks.

Finally, the situational condition of change concerns the extent to which tasks, group
conditions, and organizational contexts are stable, consistent, and predictable, under
conditions of low change, versus dynamic, variable, and unpredictable, in situations of
high change. In the presence of low change, success can be achieved by following
familiar procedures, without modifying customary ways of doing things. In contrast, high
amounts of change require that variability first be sensed, and that modifications then be
made to existing plans and processes to match them to the demands of changing
conditions. Such sensing and modification normally require information about the nature
of change and the state of changed conditions. To the extent that such information is
available to some but not necessarily all participants, participation can facilitate
information dissemination and lead to successful adaptation and continued productivity
(e.g., Abdel-Halim, 1983; Jermier and Berkes, 1979; Koch and Fox, 1978; Schuler, 1976).

Structuring Participation Can Make It More Effective

In thinking about participation, the first picture to come to mind is often that of a group of
participants, seated casually around a table and engaged in spontaneous conversation. In
fact, much research on participatory processes uses a physical arrangement that closely
resembles this configuration. However, studies on group processes have indicated that
grouping people together and asking them to suggest ideas and state opinions in front of
others can stifle input into ongoing discussions. Especially when personal statements are
readily attributable to individual participants, ideas and opinions that might be considered
even the least bit controversial may remain unstated (e.g., Diehl and Stroebe, 1987).

To deal with this problem, researchers have suggested structuring group discussion
sessions so that innovation or judgment is done individually and discussion occurs only
to clarify the interpretation of information and brainstorm additional alternatives. Using
the Nominal Group Technique (NGT), for instance, a group of individuals convenes
around a table with a session coordinator and receives a description of the problem to be
dealt with or issue to be addressed. Next, working alone, each participant writes down
whatever ideas come to mind. The coordinator then asks each participant to share his or
her ideas and writes them on a public display. Subsequently, participants discuss each
other's ideas to clarify and expand on them, and then evaluate them as a group. Finally,
participants rank the ideas privately, and the idea that ranks the highest among the
participants is chosen as the group's final recommendation (Moore, 1987).

As an alternative to using discussion structuring such as the NGT, Locke, Alavi, and
Wagner (1997) suggested that emerging information technologies – specifically
groupware technologies – might be used to improve the effectiveness of participatory
information exchange. For example, an electronic meeting support system can be used in
a room of participants to display each individual's comments – typed in on personal
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computer terminals – anonymously on a projected screen. This manner of computer-
mediated communication reduces the reluctance that participants might have to present
unfavorable information or state controversial opinions. As a result, more information
and information of higher quality can be exchanged among participants, and participants
report more satisfaction with participatory processes and outcomes (Alavi, 1993).

In addition, videoconferencing can be used to bring together participants from several
different sites. Although anonymity may be lost, participation is able nullify some of the
negative effects of physical separation and encourage information sharing across great
distance. Asynchronous approaches can also be used to structure participatory
information exchange without the requirement of simultaneous presence. For instance,
website bulletin boards and chat rooms can be set up for groups of participants, allowing
them to share information and disseminate knowledge without requiring that everyone be
available at the same time. Corporate e-mail systems can also be used to channel and
catalog information exchanged among participants separated by both time and distance.
Using such procedures, the prototypical face-to-face group is replaced by technological
mediation (Locke, Alavi, and Wagner 1997).

Case Illustrations

To illustrate some of the costs and benefits of encouraging participation in the workplace,
consider the differing experiences of Volvo and Toyota. Well known as a Swedish
producer of cars, trucks, and marine engines, Volvo's automotive operations were hailed,
during the 1970s and 1980s, as among the foremost examples of progressive industrial
participation (e. g., Jenkins, 1976). Assembly employees often worked in groups as direct
participants in personnel decision-making (what group members to hire, reward, or fire),
job design procedures (how to accomplish the group's work, how to divide and assign this
work as individualized tasks, when to rotate among task assignments), and similar
activities. Employees also elected worker representatives to serve on management
committees charged with such tasks as insuring workplace health and safety, establishing
corporate environmental policies, overseeing training programs, and assessing proposed
product innovations. In addition, an employee representative sat on Volvo's corporate
board of directors. Finally, newer plants at sites including Kalimar and Skovde were
designed and built to support team-based manufacturing and, at the same time, reduce
hierarchical distinctions between managers and workers by placing open management
offices on the shop floor, providing central cafeterias to be used by all employees, and
creating “small workshop” areas wherein individual teams could produce complete sub-
assemblies without substantial outside intervention.

By the mid-1970s, Volvo's labor costs had grown to become among the highest in the
automotive industry (Gyllenhammar, 1977). Although some of this expense could be
attributed to the cost of complying with Sweden's social welfare regulations then in effect,
as much as a 15 percent falloff in productivity appeared due to the redirection of
workforce energy away from shopfloor production and toward participatory interaction
(Swedish Employers’ Confederation, 1975). As long as Volvo was able to command
premium prices for its cars, due to the high perceived quality and durability of its
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products, the company was able to offset production costs and compete in the world
marketplace. However, with the introduction of such Japanese lines as Lexus, Infiniti,
and Acura, Volvo's position as a quality leader deteriorated and the company's ability to
offset its high internal costs declined.

Initially, Volvo attempted to meet market challenges by implementing cost control
measures that included shutting down most major operations at Kalimar, Skovde, and
other newer plants, and cutting back on participatory programming in its older locations.
By 1994, however, rumors within the automotive industry suggested that Volvo was
seeking a friendly merger to stave off bankruptcy or dissolution (Taylor, 1994). After
considering several possible partners, in early 1999 Volvo sold its automotive business to
Ford. Volvo's board of directors hoped to use the proceeds of this sale to shore up its
truck operations, and ultimately, to merge these operations with the truck works of
another Swedish firm, Saab Scania.

As Volvo's market position declined, during the late 1970s and 1980s, the position of
Toyota, another automotive manufacturer, improved dramatically. Toyota typifies the
approach used in Japanese-based companies of that era to organize shopfloor operations
and structure managerial affairs. Its production facilities were set up as traditional
assembly-line operations, and written, standardized instructions regulated most
production processes (Shingo, 1981). Centralized, directive, and sometimes secretive
management practices controlled company operations (Sethi, Namiki, and Swanson,
1984). In contrast to Volvo's attempts to involve workers in all phases of corporate
management, Toyota's higher-level managers reserved the prerogative to lead the
company without significant input from below.

Within this general structure, however, such practices as quality circles and ringi
decision-making introduced a degree of participation into the shopfloor and lower
managerial ranks. Quality circles consist of groups of operative employees that meet with
their immediate supervisors on a regular basis, typically every week or two, for an hour
or two at a time to discuss problems with production scheduling, product quality,
shopfloor safety, and so forth. Circle participants work together to suggest solutions and
improvements, which are then sent up the management hierarchy for further study and
possible adoption (Ferris and Wagner, 1985). Ringi decision-making is a system in which
proposed decisions are circulated among management subordinates and their hierarchical
superiors for deliberation and approval. Often proposals are originated by senior
managers and sent through the subordinate ranks for further refinement, although on
occasion junior managers initiate the process with proposals of their own that are sent
upward for approval (Cole, 1971).

In contrast to Volvo's experience, Toyota was able to control production costs and, at the
same time, produce cars perceived by consumers to be of high quality and reasonable
price. In an age of oil embargoes and environmental concerns, the company produced
small, fuel-efficient cars that came to dominate the North American market. In the 1980s,
Toyota introduced larger cars and later, the Lexus line of luxury automobiles. The
company also expanded its production facilities worldwide. All the while, efforts to
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control costs and improve quality allowed Toyota to gain increasing market share at
home and abroad.

In comparing Volvo's situation with Toyota's, there are obvious differences in the scope
of participation implemented in the two companies, since at Volvo participatory
processes were central to corporate governance while at Toyota they played an ancillary
role. This difference alone seems to explain Toyota's greater relative efficiency as a
producer of automobiles, since the same kinds of resources that were consumed in
participation at Volvo were expended in production at Toyota. Yet, beneath this
conspicuous difference lies a deeper explanation, originating in differences in the primary
reasons why participation was enacted within the two firms to begin with.

At Volvo, participation was seen mainly as a way of restoring the ability of otherwise
routinized manufacturing tasks to satisfy human needs, encourage commitment to the
company and its products, and motivate attendance and successful performance (Aguren,
Bredbacka, Hansson, Ihregren, and Karllson, 1985; Nicol, 1975). The fact that
participation could encourage information exchange was acknowledged by Volvo's
management, but this exchange was thought to be valuable more for the commitment and
motivation that would be aroused than for the increased understanding or cognitive gain
that might also occur (Gyllenhammar, 1977). Volvo's approach was clearly designed to
activate participation's motivational mechanism.

At Toyota, in contrast, participation was used to redistribute information that would
otherwise remain buried on the shopfloor or hidden among lower-level managers (Dore,
1973). Motivation at Toyota, as in other large firms in Japan, was presumed by
management to come from a combination of religious deference to authority and cultural
collectivism that tied each employee's welfare to the well-being of the employer. Such
“Japanese management” practices as lifetime employment and seniority-based pay were
used to remind employees of the permanence of their relationship with their employer
and of the importance of working hard to bring honor to their company and its
management (Wagner, 1982). The primary aim of participation was consistent – and at
Toyota remains consistent to the present day – with the cognitive mechanism's focus on
information sharing and improved understanding. As suggested by Toyota's experiences,
participation can serve as an effective method of managing information and distributing
knowledge.

Conclusion

Individual studies of participation's motivational effects have sometimes reported
evidence of positive effects, leading researchers and practitioners alike to advocate the
use of participation as a source of workplace motivation and employee satisfaction (e.g.,
Cotton, 1993; Gyllenhammar, 1977; Petersen and Hillkirk, 1991). However, more
generalizable evidence suggests that participation's usefulness as a motivational tool is
often quite limited. Only in small groups or in combination with simple tasks is
participation likely to have appreciable effects, and even then only on the outcomes of
satisfaction or acceptance. Managers facing problems with workforce motivation are
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better advised to look for solutions in such practices as goal-setting, job redesign, and
incentive payment.

Although the collection of studies performed specifically to assess the cognitive
mechanism is considerably smaller than the stream of research conducted on the
motivational mechanism, a stronger case can be made for using participation to influence
performance through its effects on the distribution of information among subordinates
and their hierarchical superiors. Especially when information is unevenly distributed and
the work being performed incorporates significant interdependence, complexity, or
change, participation should yield substantial increases in participant knowledge and
insight which, in turn, should enhance performance and effectiveness in the workplace.
Structuring participatory sessions specifically to encourage the exchange of information
should have additional positive effects. Managers seeking ways to improve the
distribution of information and knowledge are well advised to consider participatory
processes.

References

Abdel-Halim A. A. (1983). Effects of task and personality characteristics on subordinate
responses to participative decision making . Academy of Management Journal , (26) ,
477 84.
Aguren, S., Bredbacka, C, Hansson, R., Ihregren, K., and Karlsson, K. G. (1985). Volvo
Kalimar revisited: Ten years of experience . Stockholm: Efficiency and Participation
Development Council .
Alavi, M. (1993). An assessment of electronic meeting systems in a corporation setting .
Information and Management , (25) , 175 82.
Alutto, J. A., and Belasco, J. (1972). A typology for participation in organizational
decision making . Administrative Science Quarterly , (17) , 117 25.
Anderson, R. C. (1959). Learning in discussions: A résumé of authoritarian-democratic
studies . Harvard Education Review , (29) , 210 15.
Barthlem, C. S., and Locke, E. A. (1981). The Coch and French study: A critique and
reinterpretation . Human Relations , (34) , 555 66.
Bass, B. M., and Valenzi, E. R. (1974). Contingent aspects of effective management
styles . In J. G. Hunt and L. L. Larson (eds.), Contingency approaches to leadership (pp.
75 123). Carbondale, IL: Southern Illinois University Press .
Bass, B. M., Valenzi, E. R., Farrow, D. L., and Solomon, R. J. (1975). Managerial styles
associated with organizational, task, personal, and interpersonal contingencies . Journal
of Applied Psychology , (66) , 720 9.
Castore, C. H., and Murnighan, J. K. (1978). Determinants of support for group decision .
Organizational Behavior and Human Performance , (22) , 75 92.
Coch, L., and French, J. R. P. Jr. (1948). Overcoming resistance to change . Human
Relations , (1) , 512 32.
Cole, R. E. (1971). Japanese blue collar . Berkeley, CA: University of California Press .
Cotton, J. L. (1993). Employee involvement: Methods for improving performance and
work attitudes . Newbury Park, CA: Sage .



Crampton, S. M., and Wagner, J. A. III (1994). Percept-percept inflation in
microorganizational research: An investigation of prevalence and effect . Journal of
Applied Psychology , (79) , 67 76.
Dickson, J. W. (1981). Participation as a means of organizational control . Journal of
Management Studies , (18) , 159 76.
Diehl, M., and Stroebe, W. (1987). Productivity loss in brainstorming groups: Toward
the solution of a riddle . Journal of Personality and Social Psychology , (53) , 497 509.
Dore, R. (1973). British factory – Japanese factory . Berkeley, CA: University of
California Press .
Durham, C. C., Knight, D., and Locke, E. A. (1997). Effects of leader role, team-set goal
difficulty, efficacy, and tactics on team effectiveness . Organizational Behavior and
Human Decision Processes , (72) , 203 31.
Ferris, G. R., and Wagner, J. A. III (1985). Quality circles in the United States: A
conceptual reevaluation . Journal of Applied Behavioral Science , (21) , 155 67.
Fox, W. M. (1957). Group reaction to two types of conference leadership . Human
Relations , (10) , 279 89.
Gibb, C. A. (1951). An experimental approach to the study of leadership . Occupational
Psychology , (25) , 233 48.
Green, S. G., and Taber, T. D. (1980). The effects of three social decision schemes on
decision group processes . Organizational Behavior and Human Performance , (25) , 97
106.
Gyllenhammar, P. G. (1977). People at work . Reading, MA: Addison-Wesley .
Ivancevich, J. M. (1977). Different goal setting treatments and their effects on
performance and job satisfaction . Academy of Management Journal , (20) , 406 19.
Jenkins, D. (1976). Job power . Garden City, NY: Doubleday .
Jenkins, G. D., and Lawler, E. E. III (1981). Impact of employee participation on pay
plan development . Organizational Behavior and Human Performance , (28) , 111 28.
Jermier, J. M., and Berkes, L. J. (1979). Leader behavior in a police command
bureaucracy: A closer look at the quasi-military model . Administrative Science
Quarterly , (24) , 1 23.
Koch, J. L., and Fox, C. L. (1978). The industrial relations setting, organizational forces,
and the form and content of worker participation . Academy of Management Review , (3) ,
572 83.
Latham, G. P., and Saari, L. M. (1979). Importance of supportive relationships in goal
setting . Journal of Applied Psychology , (64) , 151 6.
Latham, G. P., Winters, D., and Locke, E. A. (1994). Cognitive and motivational effects
of participation: A mediator study . Journal of Organizational Behavior , (15) , 49 63.
Latham, G. P., and Yukl, G. A. (1975). Assigned versus participative goal setting with
educated and uneducated woods workers . Journal of Applied Psychology , (60) , 299
302.
Lawler, E. E. III (1982). Increasing worker involvement to enhance organizational
effectiveness . In P. S. Goodman (ed.), Change in organizations: New perspectives on
theory, research, and practice (pp. 33 70). San Francisco, CA: Jossey-Bass .
Lawler, E. E. III, and Hackman, J. R. (1969). Impact of employee participation in the
development of pay incentive plans: A field experiment . Journal of Applied Psychology ,
(53) , 467 71.



Leana, C. P. (1987). Power relinquishment versus power sharing: Theoretical
clarification and empirical comparison of delegation and participation . Journal of
Applied Psychology , (72) , 228 33.
Ledford, G. E. Jr., and Lawler, E. E. III (1994). Research on employee participation:
Beating a dead horse . Academy of Management Review , (19) , 633 6.
Locke, E. A., Alavi, M., and Wagner, J. A. III (1997). Participation in decision making:
An information exchange perspective . In G. R. Ferris (ed.), Research in personnel and
human resources management ( (Vol. 15) , pp. 293 331). Greenwich, CT: JAI Press .
Locke, E. A., Feren, D. B., McCaleb, V. M., Shaw, K. N., and Denny, A. T. (1980). The
relative effectiveness of four methods of motivating employee performance . In K. D.
Duncan, M. M. Gruneberg, and D. Wallis (eds.), Changes in working life (pp. 363 88).
London, UK: John Wiley & Sons .
Locke, E. A. and Schweiger, D. M. (1979). Participation in decision making: One more
look . In B. M. Staw (ed.), Research in organizational behavior ( (Vol. 1) , pp. 265 339).
Greenwich, CT: JAI Press .
Lowin, A. (1968). Participative decision making: A model, literature critique, and
prescription for research . Organizational Behavior and Human Performance , (3) , 68
106.
Marrow, A. J., and French, J. R. P. Jr. (1946). A case of employee participation in a
nonunion shop . Journal of Social Issues , (2) , 29 34.
McCurdy, H. G., and Eber, H. W. (1953). Democratic vs. authoritarian: A further
investigation of group problem-solving . Journal of Personality , (22) , 258 69.
McMahon, J. T. (1976). Participative and power-equalized organizational systems: An
empirical investigation and theoretical integration . Human Relations , (29) , 203 14.
Miller, K. I., and Monge, P. R. (1986). Participation, satisfaction, and productivity: A
meta-analytic review . Academy of Management Journal , (29) , 727 53.
Moore, C. M. (1987). Group techniques for idea building . Beverly Hills, CA: Sage .
Nicol, G. (1975). Volvo . London, UK: William Luscombe .
Patchen, M. (1964). Participation in decision making and motivation: What is the
relation Personnel Administrator , (27) , 24 31.
Pateman, C. (1970). Participation and democratic theory . London, UK: Cambridge
University Press .
Pennington, D. F., Haravey, F., and Bass, B. M. (1958). Some effects of decision and
discussion on coalescence, change, and effectiveness . Journal of Applied Psychology ,
(42) , 404 8.
Petersen, D. E., and Hillkirk, J. (1991). A better idea: Redefining the way Americans
work . Boston, MA: Houghton-Mifflin .
Roethlisberger, F. J., and Dickson, W. J. (1939). Management and morale . Cambridge,
MA: Harvard University Press .
Rosenbaum, L. L., and Rosenbaum, W. (1971). Morale and productivity consequences of
group leadership style, stress, and type of task . Journal of Applied Psychology , (55) ,
343 8.
Sashkin, M. (1976). Changing toward participative management approaches: A model
and methods . Academy of Management Review , (1) , 75 86.



Scheflen, K. C., Lawler, E. E. III, and Hackman, J. R. (1971). Long-term impact of
employee participation in the development of pay incentive plans: A field experiment
revisited . Journal of Applied Psychology , (55) , 182 6.
Schuler, R. S. (1976). Participation with supervisor and subordinate authoritarianism: A
path-goal theory reconciliation . Administrative Science Quarterly , (21) , 320 5.
Schweiger, D. M., and Leana, C. R. (1986). Participation in decision making . In E. A.
Locke (ed.), Generalizing from laboratory to field settings (pp. 147 66). Lexington, MA:
Lexington Books .
Scully, J. A., Kirkpatrick, S. A., and Locke, E. A. (1995). Locus of knowledge as a
determinant of the effects of participation on performance, affect, and perceptions .
Organizational Behavior and Human Decision Processes , (61) , 276 88.
Sethi, S. P., Namiki, N., and Swanson, C. L. (1984), The false promise of the Japanese
miracle . Marshfield, MA: Pitman .
Shingo, Shigeo (1981). Study of the Toyota production system from an industrial
engineering viewpoint . Tokyo: Japan Management Association .
Singer, J. N. (1974). Participative decision making about work: An overdue look at
variables which mediate its effects . Sociology of Work and Occupations , (1) , 347 71.
Stewart, T. A. (1997). Intellectual capital: The new wealth of organizations . New York:
Currency Doubleday .
Swedish Employers' Confederation (1975). Job Reform in Sweden . Stockholm: Swedish
Employers' Confederation .
Tannenbaum, A. S. (1968). Control in organizations . New York: McGraw-Hill .
Taylor, A. III (1994). New ideas from Europe's automakers: Managing the crisis at
Volvo . Fortune , Dec. 12, 168.
Vroom, V. H. (1960). Some personality determinants of the effects of participation .
Englewood Cliffs, NJ: Prentice-Hall .
Vroom, V. H., and Yetton, P. W. (1973). Leadership and decision-making . Pittsburgh,
PA: University of Pittsburgh Press .
Wagner, J. A. III (1982). Individualism, collectivism, and the control of organization .
Unpublished dissertation, University of Illinois, Department of Business Administration ,
Urbana-Champaign, IL.
Wagner, J. A. III (1994). Participation's effects on performance and satisfaction: A
reconsideration of research evidence . Academy of Management Review , (19) , 312 30.
Wagner, J. A. III, and Gooding, R. Z. (1987). Shared influence and organizational
behavior: A meta-analysis of situational variables expected to moderate participation-
outcome relationships . Academy of Management Journal , (30) , 524 41.
Wagner, J. A. III, Leana, C. R., Locke, E. A., and Schweiger, D. A. (1997). Cognitive
and motivational frameworks in research on participation: A meta-analysis of effects .
Journal of Organizational Behavior , (18) , 49 65.
Wagner, J. A. III, and LePine, J. A. (1999). Participation's effects on performance and
satisfaction: Additional evidence from U.S. research . Psychological Reports , (84) , 719
25.
Williams, T. A. (1982). A participative design for dispersed employees in turbulent
environments . Human Relations , (35) , 1043 58.



22. Make Good Decisions by Effectively Managing the
Decision-making Process

Glen Whyte

Subject Business and Management » Organizational Behavior

DOI: 10.1111/b.9780631215066.2003.00023.x

The Seven Essential Steps of Effective Decision-making

Making wise choices is the paramount and most challenging task of any executive.
Successful managers meet this challenge by carefully managing the process by which
hard decisions are made.

It is almost always true that well-made decisions are more likely to produce the desired
results than decisions taken in a more haphazard way. Decision processes are a major
determinant of the quality of decision outcomes. The principle that effective decision-
making results in effective decisions, as well as the implications that flow from this
principle, are the focus of this chapter.

This principle applies to a very broad category of decisions faced by individuals, groups,
and organizations: decisions that have multiple objectives and important consequences
for those who make them. For example, career decisions certainly fall into this category
for individuals. The organizational analogue of the career decision, strategic decisions,
also fall into this category. Strategic decisions have long-term implications. They
establish new courses of action that have enduring consequences by setting the context
for and possibly constraining subsequent decisions (Simon, 1976). Strategic decisions
and those like them are non-routine and characterized typically by uncertainty, ambiguity,
and conflict.

If good decision-making processes lead to good outcomes, then what precisely are
effective processes? High-quality decision-making procedures are fairly easy to describe
but hard to do because they require people to work to the limits of their abilities. These
procedures consist of the following seven steps:

 1 Identifying objectives to be achieved by the decision: important goals should be
thoroughly considered and discussed at the outset and the major requirements of a
successful choice should be specified.

 2 Generating a comprehensive list of well-developed alternatives: a number of
alternatives, not just one or two, should be thoroughly examined and seriously
considered.
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 3 Searching widely for information with which to determine the quality of the
alternatives: a comprehensive search should be conducted for all available and
important bits of information relevant to the evaluation of the preferred course of
action and other options.

 4 Engaging in unbiased and accurate processing of all information relevant to the
assessment of the alternatives: the information that has been gathered should be
treated in such a way as to minimize the tendency to over-weight the significance
of information supportive of the preferred alternative, and under-weight or ignore
information that is not supportive.

 5 Reconsidering and re-examining all the pros and cons of the alternatives: prior
to making a final choice, previously considered alternatives, including those that
were rejected, should be reappraised in light of any new information gathered and
reanalyzed by fairly weighting information both favorable and unfavorable about
their consequences.

 6 Examining the costs, benefits, and risks of the preferred choice: the costs,
benefits, and risks should be explicitly recognized, evaluated and, if feasible,
adjusted to more desirable levels. Actively try to reduce the known risks before
the choice is made.

 7 Developing plans to implement the decision, monitor the results, and react in
the event that known risks become a reality: in addition to determining how the
decision will be implemented and tracking outcomes, also develop contingency
plans in case problems in implementation occur and determine how other
potential problems will be dealt with should they arise.

The basic principle underlying these seven steps is simple: complex, crucial, non-routine
decisions which reflect these procedures are more likely than other methods to lead to
satisfactory outcomes. These steps when taken in their entirety have been referred to as
vigilant information-processing (Janis, 1982, 1989 ; Janis and Mann, 1977). Moreover, a
decision-making process that leaves out even one of these seven procedural criteria when
crucial decisions are being made is flawed. As the number of flaws increases, so do the
chances for decision failure. The greater the number of steps that are omitted, the greater
the chances that the ultimate consequences of the decision will be unsatisfactory. The
more thoroughly that each of the criteria is engaged, up to some reasonable limit, the less
likely it is that serious errors will contaminate the process and produce decision failure.

Decision-making can reflect all, none, or some of these procedures. Moreover, the criteria
may be met to varying degrees. The distinguishing feature of an effective decision-
making process is the accomplishment to a substantial degree of all seven steps of
vigilant information-processing by the time decision makers have begun to commit
themselves to a single option. Many people who study decision-making believe that when
the process of decision-making approximates these seven steps, it becomes increasingly
likely that the decision ultimately taken will prevail and attain the objectives of the
decision maker. In short, vital decisions that manifest the seven steps of effective
decision-making are likely to be both judicious and effective.
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This is not to suggest that every major decision failure is the product of flawed decision-
making, or that every time a fundamental decision is poorly made havoc will be wreaked.
Errors in decision-making, however, are conducive to poor results. Such errors are likely
to be reduced but not eliminated by effective decision-making practices. Unfortunately,
even immaculately conceived decisions sometimes fail. Defective decisions based on
ignorance and poor judgment sometimes succeed. Good luck can turn a sow's ear of a
decision into a silk purse outcome, just as random events can transform a silk purse of a
decision process into a sow's ear result. The basic premise remains, however, that
decision-making processes that do not reflect to a substantial degree each of the seven
steps of effective decision-making should not be expected to achieve results that will be
satisfactory over the long term.

For consequential decisions that implicate vital interests of the organization or nation,
deliberate use of a problem solving approach, with judicious information search and
analysis (within the constraints usually imposed by limited organizational resources), will
generally result in fewer miscalculations and therefore better outcomes than any other
approach.

(Janis, 1989: 121)

The core steps of effective decision-making described here reflect in general the
conclusion of many social scientists who have studied decision-making, among whom
there exists some degree of consensus (e.g., Abelson and Levi, 1985; Baron, 1985;
Donaldson and Lorsch, 1983; Einhorn and Hogarth, 1981; Eisenhardt, Kahwajy, and
Bourgeois, 1997; Etzioni, 1968; George, 1980; Hammond, McClelland, and Mumpower,
1980; Kahneman, Slovic, and Tversky, 1982; Katz and Kahn, 1966; Lebow, 1987;
Lindblom, 1980; Maier, 1967; Neustadt and May, 1986; Nutt, 1990; Simon, 1976; Stein
and Tanter, 1980; Steiner, 1979; Taylor, 1965; Vroom and Jago, 1988; Zeleny, 1981).
Not all authors referred to above agree on all the important details about effective
decision-making procedures, but there is general agreement about the desirability of
using a problem-solving approach and about the basic ingredients of such an approach.

Are Decision-making Processes and Decision Outcomes
Related in the Way Described?

A growing body of evidence suggests that good processes lead to good outcomes in
decision-making (e.g., Eisenhardt, 1990; Peterson et al., 1998). More specifically, a link
appears to exist between the use of a problem-solving approach in making important
decisions and the quality of outcomes attained. The most compelling evidence of this link
is provided by Herek, Janis, and Huth (1987), who examined the relationship between the
results of critical policy decisions and the quality of decision-making procedures used to
arrive at those decisions. Decisions involving the management of 19 international crises
by the US government were examined in terms of both the results achieved and the
presence or absence of each of the seven procedural criteria that have been described as
constituting the essential steps of an effective decision-making process. The 19 cases
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were chosen by independent experts who were unaware of the objectives of the study,
based on the magnitude of threat they posed for war with the Soviet Union or China.

The quality of decision-making procedures used during each of the crises was evaluated
by counting how many of the seven steps of effective decision-making originally
described by Janis and Mann (1977) were taken. The decision-making processes
observed across all crises were by no means standard, even when different decisions were
made by the same group. In eight of the 19 crises, however, at least six of the seven steps
were apparent, indicating both a capacity and willingness on the part of decision makers
to employ an effective decision-making strategy in at least some circumstances.

Regarding the link between outcomes and process, the study revealed a strong
relationship between a failure to engage in the steps of effective decision-making and
poor outcomes. In contrast, decision makers who engaged in effective decision-making
were more likely to attain their goals. The quality of process apparently influenced the
quality of outcomes by minimizing the likelihood that decision makers would make
preventable errors that would have increased the likelihood of decision failure. Good
processes do not ensure good outcomes, but they do make them more probable.

Advice Regarding Process

Step 1

Effective decision-making begins with an understanding of the ends to be achieved and
the problems to be solved. A decision made without awareness of its intended objectives
is a solution in search of a problem. Establishing objectives provides an opportunity to
create a common goal around which people can rally. Such goals should be stated in a
way that it is mutually acceptable to participants in the decision-making process. In the
absence of a shared goal, be prepared to waste a lot of time (Eisenhardt et al., 1997).

Objectives should be articulated in terms of specific, explicit, and clear goals. But care is
required in formulating goals and objectives so that they reflect commitment to real needs,
desires, fears, and concerns as opposed to commitment to the most obvious ways by
which those issues might be addressed. Intended outcomes in decision-making of the sort
under discussion should be formulated in terms of interests instead of potentially arbitrary
positions. The distinction between interests and positions is one that has achieved
prominence in the negotiations literature (e.g., Fisher, Ury, and Patton, 1991; Lax and
Sebenius, 1986) and deserves equal attention in the field of crucial decision-making.

Interests may be implicit but they are what people truly care about; they refer to the ends
that people would like to accomplish. Positions, in contrast, are public statements or
demands and may be the means by which people advance their interests. Interests
underlie and motivate positions. A position is often stated explicitly as a means by which
to advance an underlying interest. A position, however, is another word for option in
decision-making. Interests and positions should never be confused. Decision makers
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should be committed to their interests, but flexible about the positions they take to
advance their interests.

Firms, for example, may decide to pursue strategies intended to increase market share
when the underlying concern is profitability. If profitability is the real concern, however,
there may be ways to address this concern other than by growing market share. The
utility of the interests/position distinction has two components. First, satisfying basic
interests is typically more important and valuable than the implementation of related
positions. Second, often many different positions can satisfy an important interest.

One way to identify interests is to ask why a particular decision is being made in the first
place. What is the logic and rationale, and what are the basic concerns, that are
motivating the decision? Important questions with which to explore interests include
asking what you want to achieve, why you want to achieve it, and why this objective is
important to you (Lewicki, Saunders, and Minton, 1999). Without good answers to these
questions, the likelihood that a decision will produce positive outcomes and enhance the
satisfaction of those making or affected by it is small.

Determining priorities among the multiple interests that typically characterize the making
of important decisions is also essential in the crafting of effective decisions. Rank-
ordering interests before considering alternatives, to obtain clarity about what is truly
important rather than merely desirable, is essential to the making of wise trade-offs
among competing alternatives. Making rational trade-offs is critical to successful
decision making, but this requires care particularly when multiple objectives that are hard
to compare are being pursued simultaneously.

Framing. An issue related to goals and objectives is decision-framing, a process that
should be considered at the outset of decision-making. Decisions made in the absence of
knowledge about how they will turn out are framed, consciously or otherwise, by the
reference point or standard of comparison against which they are assessed. The potential
consequences of choice can therefore be perceived as either a gain or a loss depending on
where the reference point has been placed.

The literature contains many examples of preference reversals that have occurred through
a shift in the reference level and the subsequent reframing of decisions, even though
objectively the choices were unchanged. In one widely cited example (Tversky and
Kahneman, 1981), subjects were asked to imagine that an outbreak of a rare disease was
expected. Two programs were proposed in response to this event. Program A would save
exactly 200 people with certainty. Program B would provide a one-third chance of saving
600 people and a two-third chance of saving nobody. When presented with these options,
72 percent preferred risk-averse option A. Other participants were presented with the
objectively identical choice, but were told that with Program A, exactly 400 people
would die with certainty. Program B, in contrast, would provide a one-third chance that
nobody would die, and a two-third chance that 600 people would die. In this case, 78
percent preferred risky option B.
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Different descriptions of otherwise identical choices suggest different neutral points of
comparison, leading to different preferences. The neutral reference level implied by the
characterization of the choice as saving lives is 600 dead; hence the choice is between a
sure gain and potentially larger gains combined with the chance of no gains at all. In
contrast, the neutral reference level implied by the characterization of the choice as
people dying is 0 dead; hence the choice is between a sure loss and potentially greater
losses combined with the chance of no losses at all. Individuals are often risk-averse in
choices involving gains (i.e., positively framed choices) but risk-taking in choices
involving losses (i.e., negatively framed choices). The dramatic reversals of preference
produced by different descriptions of the same option in the lives saved/lost dilemma
occur because of the conjunction of a framing effect with attitudes toward risk that differ
for choices involving either losses or gains.

Decision makers should therefore attempt to be both conscious of and careful about how
they frame their decisions. Decision makers should also be particularly chary about
negatively framed choices. Decision makers who frame important choices negatively and
as a result perceive themselves to be avoiding otherwise certain losses often make
decisions that are excessively risky. Such decisions are likely to end badly. Much
imprudent and even unethical behavior can be attributed to the adoption of a negative
decision frame in the making of vital decisions (Whyte, 1989).

Decision makers who use phrases such as “The status quo is not an option” or “We have
too much invested to quit” indicate more than a tendency to speak in cliches. They also
indicate that they view the status quo as a negative deviation from a neutral point of
reference, a sure sign that a negative decision frame has been adopted. Decisions about
how to respond in the current situation therefore appear as choices between a sure loss on
the one hand, and potentially greater losses combined with a chance to return to the
reference point on the other. In such a case, most people are inclined to avoid sure losses
by risking further losses in an attempt to return to the neutral reference point. In
circumstances like these, caution is called for altthough seldom invoked. It would be
helpful if decision makers in this case would also try to frame their decision positively, as
a response to an opportunity, rather than negatively, as a response to a threat or
impending loss. When decision makers frame important choices negatively, take cover.
In part this is why the choice of frame is an act of both practical and ethical significance
(Whyte, 1991).

Steps 2–7

Regarding the second and following phases in the process of effective decision-making, it
is important to separate the act of identifying the goals to be achieved from the act of
generating a comprehensive list of potential courses of action. Jumping to solutions
before clarifying the issues to be addressed represents a defect in the decision-making
process that can be fatal to the attainment of important objectives.

The task of generating a list of options can be done in a variety of ways. The nominal
group technique, for example, may be used to create or identify ideas, options, or
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alternatives (Delbecq and Van de Ven, 1971). This technique requires that individuals put
in writing as many ideas as possible in advance of meeting with the group. The group
then evaluates the individually generated ideas. This approach takes advantage of the
capacities of individuals to generate more and better ideas alone and the capacity of
groups to more accurately evaluate the quality of the ideas generated.

Steps 3 and 4 refer generally to the tasks associated with evaluating options and selecting
a specific course of action from those that are available. In this regard, not only is it
important to select a course of action on the basis of how technically good it is, it is also
important to judge a course of action on the basis of how acceptable it is to those who
will be affected by it or who have the capacity to affect its success. Those judgments are
facilitated by the development of criteria with which to evaluate the options in advance of
the development of the alternatives.

Step 5 refers to the necessity for sober second thought to be applied prior to making any
irrevocable moves. A story about Alfred P. Sloan, former chair of General Motors,
describes him as acting in a way consistent with this advice in response to the easy
consensus achieved by a group that he was leading. Almost immediately, he proposed
that “… we postpone further discussion … to give ourselves some time to develop some
disagreement and perhaps gain an understanding of what the decision is all about” (Janis,
1982: 291).

Step 6 refers to the basic elements of risk management (MacCrimmon and Wehrung,
1986). Risk adjustment, perhaps by gaining more time, control, or information, can affect
final outcomes through risk reduction as profoundly as can the act of choosing well from
among the options. It is therefore as useful to actively try to reduce the known risks by
adjusting them as it is to reduce the known risks by selecting wisely from the various
alternatives.

Steps 1 through 6 refer broadly to the act of conception in decision-making, whereas step
7 refers to the less glamorous task of execution. It is a mundane fact of life that the
quality of the option chosen is virtually irrelevant if the means by which the decision will
be implemented goes unattended. A related issue is the extent to which people affected
by or knowledgeable about the decision have been consulted prior to the making of the
final choice.

People like to be consulted about important decisions, even when they understand that
they will not make the final choice and regardless whether the input provided is reflected
in the course of action ultimately pursued. People in particular like to be consulted about
important decisions that affect them. In the absence of such consultation, do not expect
individuals to enthusiastically cooperate in the implementation of the decision or to
believe that the decision was fair. Consulting widely, and carefully considering the input
received in advance of making the decision, is also advisable because doing so can
increase the quality of the final choice. Soliciting input from experts, from those affected
by the decision, and from those with the capacity to influence outcomes is one way to
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reduce errors, smooth and accelerate implementation, and enhance the quality of
judgment (Vroom and Jago, 1988).

Effective decision-making sometimes requires that we consider the extent to which others
will consider our decisions to be fair. Perceptions of unfairness or injustice produce
intense negative reactions in people and induce motives to restore justice. People may
become angry and attempt to punish those who perpetrate or benefit from the injustice.
Decisions that induce widespread perceptions of unfairness may therefore be
unsustainable, if not utterly incapable of implementation.

Social psychologists have identified three main sources of perceptions of fairness.
Distributive justice refers to the outcomes of decisions. Procedural justice refers to
processes used to make decisions. Interactional justice affects procedural justice
judgments, and indicates the quality of interpersonal treatment that people have received
during the decision-making process.

All three types of justice are relevant, but procedural justice has the most powerful effect
on perceptions of fairness. Procedures that are consistent, bias-free, accurate, correctable,
representative, and ethical have been found to induce fairness perceptions in a variety of
contexts (Lind and Tyler, 1988). Decision makers should therefore be especially sensitive
to these considerations, particularly if it is necessary to build commitment to the choice
or when rapid implementation is required. Impression management may also be useful in
building commitment to a decision whose virtues are not obvious at first blush.

Impediments to Effective Decision-making

Do people ever actually engage in the seven steps of effective decision-making as
described here, or do these steps represent a standard that is seldom if ever attained?
Some theorists have argued (e.g., Lindblom, 1980; Starbuck, 1983) that people
consistently employ far more simplistic and non-analytical strategies such as selecting the
first alternative that is satisfactory (satisficing) or muddling through to make crucial
decisions. But a problem-solving approach does not imply an endless quest to optimize
by searching for some mythical panacea. It does, however, imply a high degree of
motivation to find a good solution and a commitment to work to the limits of one's
capacities. Such motivation and commitment should be aroused by the high stakes
associated with the sort of decisions under discussion.

Whether people will actually engage in effective decision-making, which might be costly
and time-consuming, will depend on a number of factors. For example, do decision
makers view the issue giving rise to the need for a decision as important and a priority?
Do compelling reasons preclude the use of simple decision rules, such as satisficing,
choosing the most socially acceptable option (Tetlock, 1985), or relying on a well-known
analogy to make the choice? Do decision makers perceive an unambiguous threat or
opportunity that has arisen suddenly?
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Even when the answers to these questions are “yes,’ many factors can preclude the use of
systematic decision-making procedures. These factors can include, among others, limited
time and resources, past commitments, the need for social support or acceptance of the
decision, emotions, stress, and perceptions of very high or very low self- or group-
efficacy. When conditions such as these prevail, decision makers are not likely to adopt
an effective decision-making strategy (Janis, 1989). The main objective of such a strategy
is to select an alternative that will address as well as the situation permits the challenges
posed by the threat or opportunity, while managing and minimizing the potential for
catastrophic loss. Under many of the conditions just referred to, this goal is displaced by
the need to deal with other perhaps less important but more pressing issues.

The obstacles to effective decision-making have to be removed before this type of
process can be expected to occur. Decision-making when vital interests are at stake
should always involve searching for a high-quality solution that takes into account all of
the main requirements posed by the challenges to be addressed. There is no substitute for
the critical thinking, careful analysis, searching for pertinent information, and planning
that effective decision-making demands.

That is not to say, however, that intuition has no role to play in the process. Decision
makers who track comprehensive real-time information in organizations concerning both
operations and the environment can develop intuition, which provides people with the
ability to process high volumes of information quickly. Fluency with the current situation
accelerates decision-making by preparing people to cope with rapidly emerging
developments, and places at their disposal the information they need to do so. With
experienced and intuitive decision makers, effective decision-making processes that
involve much information and many alternatives can be engaged quickly and well
(Eisenhardt, 1990). Intuition refers to the capacity for analysis that has become second
nature due to experience in similar or related situations. Chess grand masters, for
example, often display a great capacity for fast and accurate judgment even if they cannot
explain how they did so (Simon, 1983).

Regarding the implementation of effective decision-making techniques in organizations,
two recommendations stand out. The consequences, both good and bad, of important
decisions underscore the importance of solid decision-making practices. Knowledge of
these practices should therefore facilitate improvements in the quality of decision
outcomes. Training executives, even experienced ones, in how to effectively manage the
process of decision-making is probably the most efficient way to disseminate this
information.

But knowledge alone is not enough, in light of research indicating that even in groups of
talented and experienced decision makers, effective decision-making practices are not
always used. It would also be useful, therefore, in addition to evaluating executives on
the outcomes of their choices, to evaluate them on the basis of the processes they used to
make their choices. Reward systems can legitimize and encourage the effective making
of decisions, particularly in light of the many and varied obstacles that may impede it.
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Process is also affected by the composition of the group whose responsibility it is to
make the decision. Ideally, decisions of the sort under discussion here should be made by
groups composed of individuals who are moderately diverse in terms of skills,
backgrounds, attitudes, experiences, and beliefs that are relevant to the issues under
consideration. Such groups retain the capacity to eliminate clearly faulty reasoning while
ensuring that a large amount of knowledge, information, and intellectual space will be
available within the group to make the decision. Homogeneous groups are more likely to
make a decision quickly and with less conflict, but at the cost of having explored fewer
possibilities.

If the seven steps suggest that effective decision-making is a slow and cumbersome
activity, recognize that it needn't be. Research suggests that speed is actually achieved in
strategic choice by engaging in many of the practices described here. In short, working
with common objectives, more rather than less information, and dealing with many
alternatives both facilitate and accelerate the choice process while building the
confidence necessary to make crucial decisions (Eisenhardt, 1990).

Developing and juggling multiple alternatives simultaneously saves time by facilitating
comparative analysis, which helps in forming preferences and assessing alternatives.
Multiple alternatives are fast, because analysis is facilitated by comparison. Considering
many options all at once also instills confidence in the preferred option, because it
diminishes the feeling that something better has been overlooked. Recognizing and
developing options further ensures that contingency plans will be in place if the first
choice begins to falter.

Conflict is inevitable and usually beneficial when groups engage effectively in the
making of crucial decisions, providing that conflict is managed well. Fast decision
makers employ and resolve conflict wisely. According to Eisenhardt (1990), “consensus
with qualification” is a quick way to break an impasse while still maintaining group
morale. This process is employed when individuals have discussed the issues but failed to
obtain consensus. In that case, the senior manager and functional head most affected by
the choice make the decision, with input provided by the rest of the group.

Consensus with qualification works, because it allows for dissent without obstructing the
decision-making process. People also like it, probably because it provides them in general
with a voice in decision-making and gives them real influence in decisions that directly
affect them. Even when consensus is not forthcoming, everyone has a voice even if only
a few make the choice.

Some Examples of the Process–Outcome Link

Lehman Brothers Kuhn Loeb

The principle that effective decision-making produces effective results will be illustrated
with a couple of examples. The first example describes a situation in which effective
decision-making was not practiced when the vital interests of a firm were at stake, with
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negative consequences for both the firm and its partners. The second example, in contrast,
illustrates how effective processes can lead directly to positive outcomes.

Examples abound in the literature of situations in which leaders behaved incompetently
during the process of decision-making and made crucial decisions that became, and
deserved to become, fiascos. Many of these fiascos have been attributed to the groupthink
phenomenon, symptoms of which induce defective decision-making (Janis, 1982).
Members of this “hall of shame” include the space shuttle Challenger accident (Esser and
Lindoerfer, 1989) and the Iran-Contra affair that plagued the second term of the Reagan
administration ('t Hart, 1991). The example that will be referred to here is less well
known, but equally illustrative of the link between decision process and outcome.

On July 26, 1983, board members of the Wall Street investment firm Lehman Brothers
Kuhn Loeb voted on a plan to reorganize. The firm was enjoying its fifth successive year
of record profits, was setting the industry standard in terms of return on equity, had more
than tripled in size over the previous ten years, had stockpiled over $200 million in
capital, and had done more mergers, acquisitions, and divestitures during the last three
years than any other investment bank. In short, the firm was on the verge of achieving
elite status among investment banking firms.

As described by Auletta (1986), the plan to reorganize was clearly not designed to solve a
problem related to the performance of the firm, but it certainly created one. Six months
after the vote, with the firm facing a cash crunch, it was sold to Shearson/American
Express at a price that was negotiated from a position of weakness.

The board was asked to approve a plan proposed by Lewis Glucksman to install himself
as leader with full responsibility for the firm's activities. The plan originated with
Glucksman, who aspired to remove his co-chief executive officer, Peter G. Peterson, for
reasons including envy of Peterson and a desire for increased prestige. To obtain
Peterson's resignation and endorsement of the plan to the board, Glucksman had arranged
for the firm to pay Peterson millions of dollars.

Glucksman had few of the qualifications and attributes that one would have hoped for in
a replacement for Peterson. Moreover, the excessive termination payment to Peterson
was to come directly from the board members as partners in the firm. Despite these issues,
and despite the capacity of the board to amend or reject the proposal, the board
immediately accepted the plan with nary a whimper from eight of the nine board
members present. With one exception, the members showed no desire to critically assess
the plan, let alone adopt an approach to the decision that even remotely resembled the
seven steps of an effective decision-making process.

The solitary member who cast a critical eye on the plan, Peter Solomon, failed miserably
in his attempts to persuade other board members to resist the plan and discuss the issues it
raised, including whether the time was right for Peterson to leave and whether
Glucksman had the right stuff to lead Lehman Brothers. “You guys are nuts to allow this
to happen!” shouted Solomon. “We are allowing them [Glucksman and Peterson] to harm
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our investment” (Auletta, 1986: 107). Solomon's pleadings were greeted with silence.
The board's only response was to request a minor change in the terms of Peterson's
retirement package, which Peterson accepted.

None of the steps of an effective decision-making process were in evidence during this
time. The board made no attempt to identify the problem for which Glucksman's plan was
a solution. There was no attempt to identify other alternatives. There was no attempt even
to evaluate the only alternative that was on the table. Questions about the impact of the
proposal on the firm, and whether the proposal was in the best interests of the firm,
remained unaddressed.

Consensus was prematurely obtained around an option that should have raised serious
concerns among members of the board, yet except for Solomon's outburst they were mute.
The momentous decision with which board members were faced was not treated as such.
In acting as a rubberstamp, the board committed a serious error that it would not likely
have committed had the decision been given due consideration.

The reaction of the partners to the news of the elevation of Glucksman to CEO was
mixed, but not for long. Within weeks, the consequences of the board's approval of this
transaction were becoming apparent. Glucksman's style and actions soon outraged many
partners as he began to wreak havoc within the firm. At the same time, the market began
to decline, profits started to shrink, and key partners began to jump ship. Within months
and facing the possibility of bankruptcy, a for sale sign went up on the venerable House
of Lehman (Aueletta, 1986).

Whatever the reasons, members of the board of Lehman Brothers Kuhn Loeb displayed
an astounding unwillingness to engage in even the most rudimentary steps of effective
decision-making. The demise shortly thereafter of Wall Street's oldest continuing
investment banking partnership can be traced directly back to the way people in positions
of authority made decisions and failed to engage in an effective decision-making process.

SmithKline Beecham

SmithKline Beecham PLC (SB) is a pharmaceutical company that recognized a need to
engineer a process about how to make its most important decisions. These decisions
concerned what research and development projects to support, and were crucial because
only by deciding wisely in this regard would the company's future revenue stream be
assured. Making good decisions about how much money and other resources a team or
project should receive is a challenging judgment call at the best of times. At SB, this task
was complicated by high uncertainty, technical complexity, and the fact that the bulk of
information used to make these resource allocation decisions came from project
advocates who were themselves in competition with one another for scarce resources.
Decisions like these can easily become politicized and controversial, hardly a recipe for
sound judgment. Fortunately, SB found a solution in a methodology that has both high
credibility within the organization and the capacity to produce sound decisions about
what drugs to invest in and how much to spend.
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Decision-making at SB, as described by Sharpe and Keelin (1998), looks very much like
the general problem-solving approach described earlier. An overarching goal was first
established – in this case to increase shareholder value – and than a three-phase process
was instituted to decide how this goal would be achieved.

During phase 1, project champions develop at least four alternatives involving varying
levels of financial commitment to the project under consideration. Previously, only a
single alternative involving full project funding would typically be put forward. Beyond
simply increasing the range of options under examination, the process of generating
multiple alternatives has a number of associated benefits, including fostering the
development of new ideas and producing a better understanding of the critical issues.

Prior to submission for formal review and evaluation, the alternatives are put before a
peer review panel. The panel is composed of managers from key functions and product
groups who are given a mandate to ask tough questions and test major assumptions. The
point of the mandate is to increase both the quality of the alternatives and the project
team's confidence in them. After the managers do their work, the alternatives are
modified to reflect the input received.

After revision, the alternatives are again submitted for review, this time to a group of
senior managers. This group eventually decides the fate of all investment projects, but the
purpose of the review at this point is simply to continue to discuss and further improve
the alternatives, not evaluate them. SB follows a clear linear sequence in first trying to
generate an array of attractive options before engaging in their evaluation. The act of
developing alternatives is formally separated from the act of judging them, which occurs
later.

In phase 2, the alternatives are assessed systematically. The criteria and methodology for
evaluation are spelled out in advance, so the options are compared in a consistent, fair,
and credible way. For example, similar information is provided for each project; the
information must come from reputable sources that can be clearly documented; and the
assessment itself must meet industry standards. Transparency and consistency of the
process are also achieved by the use of a team of neutral analysts whose task is to ensure
the integrity of the approach taken to evaluation.

Moreover, a peer review at this stage allows people the opportunity to challenge and
perhaps revise the project evaluation process, followed by another opportunity at the
senior management level to discuss and question the results. This phase ends only once
people have reviewed the way in which the alternatives have been evaluated, and have
agreed that the methodology used makes sense. The stage is thus set for choices to be
made.

In phase 3, decisions are made regarding what projects have the highest value and are
most worthy of support. A group composed of analysts who were not involved in either
the process of generating alternatives or evaluating them is assigned the task of selecting
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from among the many options. Their objective is to identify the highest value portfolio of
projects based on expected return on investment.

This three-phase process is built directly on a foundation of classical decision-making in
which objectives are first defined, a comprehensive list of alternatives is developed and
refined, and then evaluation of and selection from the alternatives occurs. At SB, this
process has resulted in decisions about how much to invest, and where to invest it, that
have taken the company in new directions. With no additional investment, these new
directions have resulted in a portfolio of projects valued at 30 percent more than the old
one. Moreover, a tripling of marginal return on investment has been realized, which in
turn has led to a substantial increase in spending on development. As an added benefit,
controversy surrounding the making of these complex resource allocation decisions has
been reduced.

In a development related to the ongoing success of SB, in early 2000 a merger was
announced between SB and Glaxo Wellcome PLC. The merger will create in terms of
annual sales the world's number one drug maker, called Glaxo SmithKline PLC.

Decision-making at SmithKline Beecham illustrates the link between effective decision
processes and positive results, and also provides guidance regarding the essential
elements of effective decision-making. Decision-making at Lehman Brothers Kuhn Loeb,
in contrast, is equally illustrative of the connection between low-quality decision-making
practices and poor-quality results.

The eventual outcomes of crucial decisions are in many respects beyond our control. But
the processes by which we make such decisions can be controlled, and should be
controlled if the ultimate success of the decision is a concern. Strong evidence suggests
that decision processes and outcomes are related, and that the seven steps of effective
decision-making are associated with desirable outcomes. No claim is made, however, that
effective decision-making as herein described is the only path to success. But over the
short, medium, and long terms, effective decision-making practices provide substantial
benefits. These benefits enable decision makers to make the most of whatever assets they
happen to possess, and avoid pursuing courses of action that they will come to regret.
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People will be most creative when they feel motivated primarily by the interest,
enjoyment, satisfaction, and challenge of the work itself – and not by external pressures.
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This is the “Intrinsic Motivation Principle of Creativity’ (Amabile, 1996), and it suggests
that the social environment, particularly the presence or absence of external pressures in
that environment, can influence creativity by influencing people's passion for their work.
Managers can influence the level of creativity in their organizations by establishing work
environments that support passion for the work.

Intrinsic motivation is the motivation to do work because it is interesting, engaging, or
positively challenging. In its highest form, it is called passion and can lead to complete
absorption in the work (Csikszentmihalyi, 1990). The elements that make up intrinsic
motivation include a sense of self-determination in doing the work (rather than a sense of
being a pawn of someone else), a feeling that one's skills are being both fully utilized and
further developed, and positive feelings about the work, which may be akin to positive
affect or positive emotion (e.g., deCharms, 1968; Deci and Ryan, 1985; Lepper and
Greene, 1978).

A considerable body of research over the past 25 years (conducted with both children and
adults) has demonstrated that external pressures in the work environment, also called
extrinsic motivators, can decrease intrinsic motivation and, as a result, can decrease
creativity. Most of this research has been experimental, demonstrating that reduced
intrinsic motivation and reduced creativity can be caused by each of several different
extrinsic factors, including: expected external evaluation (Amabile, 1979; Amabile,
Goldfarb, and Brackfield, 1990; Hennessey, 1989); surveillance (Amabile, Goldfarb, and
Brackfield, 1990); contracted-for reward (Amabile, Hennessey, and Grossman, 1986;
Hennessey, 1989; Kruglanski, Friedman, and Zeevi, 1971); competition with peers
(Amabile, 1982, 1987); and constrained choice in how to do one's work (Amabile and
Gitomer, 1984; Koestner, Ryan, Bernieri, and Holt, 1984). Each of these factors causes
lower levels of intrinsic motivation and creativity. In fact, one experiment demonstrated
that simply thinking about extrinsic motivators led to temporarily lower levels of
creativity in adults (Amabile, 1985).

Non-experimental research in organizational settings has largely supported these findings,
suggesting that these work environment factors operate as killers of intrinsic motivation
and creativity at work. This research has also suggested, however, that certain other work
environment factors operate as stimulants and supports of intrinsic motivation and
creativity (e.g., Amabile, Conti, Coon, Lazenby, and Herron, 1996; Amabile and
Gryskiewicz, 1987; Andrews and Farris, 1967; Pelz and Andrews, 1976; Stahl and Koser,
1978). Interestingly, although constraints on how to do one's work can undermine
intrinsic motivation and creativity in organizations, clear ultimate goals for the work can
support intrinsic motivation by providing a structure for focusing creative efforts.

Before effects of the work environment on the passion for creativity can be fully
understood, it is important to define the basic concepts. Creativity within an organization
is the production of novel, appropriate ideas by individuals or small groups. Those ideas
can appear in any organizational activity, and are not limited to the domains usually
considered to be “creative” (such as R&D, marketing, and strategy formulation).
Innovation is the successful implementation of creative ideas by an organization. Notice
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that ideas cannot be merely new to be considered creative; they must be somehow
appropriate to the problem or task at hand. Notice also that it is possible to have many
creative contributions – that is, a great deal of creative behavior by individual employees
or teams – without having any significant innovation within an organization. This
outcome will arise if the new ideas are not communicated or developed effectively within
the organization. However, it is not possible to have much innovation in an organization
without considerable creativity.

Contrary to popular notions that creativity is the sole province of a few rare geniuses,
creativity appears across most levels of human ability. Reviews of the literature suggest
that, at low levels of intelligence, creativity is relatively low. However, at higher levels of
intelligence (from slightly above average up to genius levels), all levels of creativity are
found. In other words, the variability in creativity is much greater for higher levels of
intelligence than for lower levels of intelligence (e.g., Stein, 1968; Wallach, 1971).

This suggests a continuum of creativity from the simplest “garden variety” ideas for
small improvements to the highest levels of creative achievement in any field. Certainly,
products at the highest levels of creativity appear to be qualitatively different from
products at the lower levels; it seems odd to compare the invention of the microcomputer
with an incrementally improved microcomputer processor. However, the underlying
processes do appear to be the same. A useful analogy comes from work in dynamic
systems, which has shown that the different gaits of a horse on a treadmill (walking,
trotting, cantering, and galloping) do appear to be qualitatively different activities. Yet
these qualitatively different outcomes arise from gradual quantitative increases in the
underlying system: the speed of the treadmill and the energy output of the horse.
Similarly, it is quite possible that the most astonishing human accomplishments come
about by people doing more, and better, work than goes into the more ordinary instances
of creativity in everyday life.

Contextual Factors: Features of the Work Environment

Several specific features of the work environment can influence intrinsic motivation and
creativity. Challenge, a sense of having to work hard on personally important, enriched,
and meaningful tasks, appears to be crucial (see chapter 6 above). Autonomy, a sense of
freedom in how to carry out one's work, also plays a significant role (see chapter 10
above). Work group supports include feelings of mutual support for ideas, constructive
feedback on ideas, and shared commitment to the work within a team; they also include a
broad diversity of skills and backgrounds within the team. Supervisory encouragement
includes setting clear strategic goals for a project (while allowing the operational
autonomy that is important for creativity), encouraging open communication and
collaboration within the team, giving useful, positive feedback on ideas, and supporting
the work group within the organization. Organizational encouragement is the sense that
top management encourages, supports, and recognizes creative work (even when that
work might not ultimately lead to a successful product), that there are mechanisms for
fairly considering new ideas, and that the entire organization collaborates and cooperates
to develop new ideas. Organizational impediments can have negative effects on intrinsic

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506624#b42
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506624#b43


motivation and creativity; these include political problems within an organization,
extremely negative criticism of new ideas, and an emphasis on maintaining the status quo.

All of these features have been identified through research within organizations (e.g.,
Amabile and Gryskiewicz, 1987; Andrews and Farris, 1967; Carson and Carson, 1993;
Hatcher, Ross, and Collins, 1989; Oldham and Cummings, 1996; Pelz and Andrews,
1976; Stahl and Koser, 1978; Zhou, 1998). One study that used a validated instrument to
assess the work environment (Amabile, 1995), and obtained outcome measures from
independent expert assessments of creativity, demonstrated that these work environment
factors distinguished organizational teams producing highly creative work from those
whose work was disappointingly uncreative (Amabile, Conti, Coon, Lazenby, and Herron,
1996).

Note that two of the contextual features that relate to creativity stem from the nature of
the work and how it is presented to an individual. A sense of positive challenge arises
from the person's perception that the work uses and develops a set of important skills to
accomplish an important goal. A sense of freedom arises from the extent to which the
person has control over and discretion in carrying out the work. Because these features
capture several aspects of the job characteristics model (Hackman and Oldham, 1980),
job design must be considered an important part of the context for creativity.

Determining Factors

The creative process is generally conceived as composed of four basic stages, which may
occur in non-linear or repeating sequences: problem definition or problem finding, when
people try to understand or articulate the specific problem to be solved; preparation, when
they gather potentially relevant information from a number of sources; idea-generation,
when they try to come up with interesting candidate ideas among which to select; and
validation/communication, when the final idea is worked through and communicated to
others (Amabile, 1996). Intrinsic motivation appears to have its strongest influence in the
problem-definition and idea-generation stages. Both of these stages require particularly
flexible thinking and deep involvement in the problem. It appears that intrinsic
motivation fosters just this sort of thinking process. A recent study discovered that people
who were more intrinsically motivated toward doing work in a particular domain (verbal
activities or problem-solving) produced work that was independently judged as more
creative (Ruscio, Whitney, and Amabile, 1998). Moreover, people who were intrinsically
motivated were more likely to engage in exploratory, set-breaking behaviors while they
were working on the task; that is, they were more likely to take novel, flexible
approaches to the activity as they were trying to figure out how to tackle it. And
intrinsically motivated people were more likely to concentrate on the activity, becoming
deeply involved cognitively in it. Importantly, involvement mediated the effect of
intrinsic motivation on creativity; in other words, intrinsic motivation appeared to
influence creativity primarily because it influenced depth of involvement in the task.

Thus, the creative process can be thought of as a maze that the problem-solver has to
navigate; getting out of the maze is analogous to finding a satisfactory solution to the
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problem. Following a familiar, straightforward path for solving problems of that type
does indeed lead to an exit. However, such approaches to problems are unlikely to yield
creative solutions. In order to discover those more creative solutions – those other ways
out of the maze – it is necessary to deviate from the familiar, and to take the risk of
running into a dead end. If people are primarily extrinsically motivated, they are
motivated by something outside of the maze – by a reward or a deadline, for example.
Under these work environment circumstances, they are unlikely to get very involved in
the problem itself or do much exploration for a new solution. But if people are primarily
intrinsically motivated – if they have a basic interest in the task and if their work
environment allows them to retain that intrinsic focus – they enjoy the process of
exploring for one of those more creative solutions.

Some research suggests a connection between positive affect, intrinsic motivation, and
creativity. Experiments demonstrating a negative impact of extrinsic constraint on
intrinsic motivation and creativity generally reveal that people not working under
extrinsic constraint feel better about the experience and about the work that they have
done (e.g., Amabile, 1979; Amabile, Hennessey, and Grossman, 1986). Moreover, people
whose positive affect has been boosted by some pleasant experience (such as watching a
comedy or being given a treat) become more flexible in their thinking (e.g., Isen,
Daubman, and Nowicki, 1987). This suggests that positive work environments might
influence intrinsic motivation in part by influencing how happy people feel about their
work.

Certainly, the work environment's impact on motivation is not the only determinant of
creativity. To stimulate creative productivity, managers should not only engineer
supportive work environments; they should also select for employees who demonstrate
high levels of each of the individual components of creativity (see Amabile, 1983, 1996),
and they should help to develop those components. The first component is expertise, or
skill in the domain where the person will be working. This expertise is a function of the
person's talent in the domain, as well as of formal and informal education and experience.
Not surprisingly, research has shown that, all else being equal, people are more creative if
they have more education and experience in a field (McDermid, 1965; Scott and Bruce,
1994). The second component is a set of creativity-relevant processes stemming from the
person's personality, cognitive style, and working style. In general, people produce more
creative work if they are oriented toward risk-taking and independence, if they know how
to take new perspectives on problems and question basic assumptions, if they have a high
tolerance for ambiguity, and if they work hard by energetically and persistently pursuing
the problems they are trying to solve (MacKinnon, 1965; Feist, 1999). The third
component is intrinsic motivation. Although – as discussed above – intrinsic motivation
can be influenced positively or negatively by extrinsic constraints in the work
environment, people do differ from each other in their baseline levels of intrinsic and
extrinsic motivation. Research has shown that there are stable individual differences in
people's basic intrinsic motivation toward work (which can be broken down into
challenge motivation and enjoyment motivation) and their basic extrinsic motivation
toward work (which can be broken down into recognition motivation and compensation
motivation) (Amabile, Hill, Hennessey, and Tighe, 1994). These basic intrinsic and
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extrinsic motivational orientations are more or less orthogonal, however; it is possible for
people to be high on both intrinsic and extrinsic motives, high on neither, or high on only
one.

A person's creativity skill (the second creativity component) can interact with features of
the work context to influence the level of creative output. One study demonstrated that
technical employees were most likely to produce patent disclosures and receive high
ratings on creativity from their supervisors if they not only scored high on a test of
individual creative personality, but also if they had complex jobs and non-controlling,
supportive supervisors (Oldham and Cummings, 1996).

Exceptions to the Basic Principle

The research evidence overwhelmingly points to the importance of intrinsic motivation
for creativity. However, under some circumstances, certain forms of extrinsic motivation
may support intrinsic motivation and creativity – or at least not undermine it (Amabile,
1993). This “motivational synergy” is most likely to occur when people start out highly
intrinsically motivated to do their work, and when the extrinsic motivators are limited
primarily to the stages of the creative process that involve the preparation to generate
ideas or the validation and communication of the final idea. Synergistic effects are
unlikely when people feel that the extrinsic motivator – say, a reward – is being used to
control their behavior. Synergistic effects are likely, however, when people feel that the
reward confirms their competence and the value of their work, or enables them to do
work that they were already interested in doing. There is considerable evidence that such
“informational” and “enabling” rewards can have powerfully positive effects on intrinsic
motivation (see Deci and Ryan, 1985).

In addition, three specific features of the social work environment require qualification:
competition, time pressure, and resources. First, competition appears to have different
effects on creativity depending on the locus of the competition (Amabile, 1982, 1987;
Amabile and Gryskiewicz, 1987). When people are competing with peers (peers with
whom they might ideally be sharing information), their creativity seems to be dampened.
However, when they are competing with outside groups or organizations, creativity may
be stimulated. Second, time pressure appears to have somewhat paradoxical effects
although, overall, there appears to be a slightly negative impact of time pressure on
organizational creativity (Amabile and Gryskiewicz, 1987; Amabile, Conti, Coon,
Lazenby, and Herron, 1996). If people believe that there is a real urgency to solve the
problem, because their unit, their organization, or the world has a clear need for a swift
resolution, they may be spurred on to higher levels of creativity by that time pressure – as
long as there is at least some time to explore alternative solutions and as long as the other
work environment supports for creativity are in place. However, people who feel that
arbitrary deadlines are being used to control them will likely produce lower levels of
creativity. Third, the availability of tangible and intangible resources for projects has
somewhat complex effects (Amabile and Gryskiewicz, 1987; Amabile, Conti, Coon,
Lazenby, and Herron, 1996). Although, in general, an insufficiency of resources is
associated with lower levels of creativity, there may be a threshold effect. That is,
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although it is rare to find high levels of creativity when resources are extremely scarce,
adding resources above a sufficient level may not add to creativity.

Although the vast majority of studies on contextual effects on creativity have focused on
the social work environment rather than the physical work environment, there is a small
body of research suggesting that the physical environment may play a role. Specifically,
it appears that people who work in densely crowded spaces that provide little protection
from unwanted intrusions exhibit lower levels of creativity than those who work in more
protected spaces (Aiello, DeRisi, Epstein, and Karlin, 1977; Alencar and Bruno-Faria,
1997). None the less, the weight of research evidence suggests that the social
environment is a more powerful influence than the physical one.

Implementation

Managers can directly affect employees’ intrinsic motivation and creativity by the ways
in which they construct assignments, teams, and work environments. The research
suggests that it is important to select people not only on the basis of their skills but also
on the basis of their interests. People should be matched to projects that will effectively
use their best skills and tap into their strongest passions. Teams should be formed so that,
as long as they have some common language for discussing the problem at hand, the team
members represent a diversity of backgrounds and perspectives. Team leaders and direct
supervisors should clearly communicate overall strategic goals for a project, but allow the
individuals working on the problem to make decisions about how to accomplish those
goals. Supervisors and peers should be genuinely open to new ideas, but should also give
constructively challenging feedback on those ideas. Top-level managers should clearly
communicate their desire for creative ideas throughout the organization, recognizing such
ideas when they occur, and rewarding creative work with additional resources that will
enable people to do work that excites them. Moreover, there should be mechanisms to
foster idea-sharing and general communication about work across the organization, as
well as mechanisms for containing turf battles and political problems. Finally, sufficient
resources should be provided for creative projects, and there should be a careful
examination of time-frames and an avoidance of extremely tight or arbitrary deadlines
where possible.

Some specific tools can be useful for fostering creativity in organizations. Techniques for
creative thinking, such as brainstorming and the Creative Problem-Solving (CPS) Process
that evolved from it, appear to increase the fluency, flexibility, and originality of people's
thinking to some extent (e.g., Parnes, 1967). The paper-and-pencil instrument KEYS:
Assessing the Climate for Creativity can diagnose an organization's work environment
stimulants and obstacles to creativity (Amabile, 1995; Amabile, Burnside, and
Gryskiewicz, 1999). And an “innovation office” within a company can serve as a
mechanism for improving the care and attention given to new ideas. However, setting up
an innovation office, or hiring consultants to “teach” creativity skills or conduct a work
environment assessment, will most likely backfire unless such actions are accompanied
by a deep management commitment to understanding and improving the context for
creativity for the long term.
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Case Studies

A day-by-day study of project teams in several companies provides two clearly
contrasting cases of support for intrinsic motivation and creativity within organizations
(see Amabile, 1998). Each of the teams studied had been charged with carrying out a
specific project that called for creativity. In many cases, the project involved developing
a new product; in others, however, it involved solving a complex client problem or
managing an entire product line. Two companies in the study stand in stark contrast.
Chemical Central Research (a pseudonym) had teams of product developers who were
highly intrinsically motivated, and who enjoyed considerable success in turning out
creative work (as judged by experts). By contrast, National Houseware Products (also a
pseudonym) had teams of product developers who were quite unmotivated in their work,
and who exhibited a great deal of difficulty in doing work that even they themselves
considered creative. Not surprisingly, Chemical Central Research and National
Houseware Products scored significantly differently on each of the KEYS scales, with
Chemical Central having higher levels of the creativity stimulants in the work
environment, and lower levels of the creativity obstacles.

Managers at Chemical Central matched people with jobs that had them working at the top
of their competency levels, continually developing new skills. Moreover, teams received
support and coaching in teamwork skills, resulting in frequent examples of productive
collaboration within the groups. As one Chemical Central scientist described such an
incident:

Individually, we have been doing all kinds of R&D work to come up with a product that
has the required performance characteristics. Today the whole team met and agreed that
it's time to consolidate and coordinate our efforts, so progress can be more readily
measured.

By contrast, teams at National had difficulty functioning smoothly, perhaps because
many people at National felt overwhelmed by their responsibilities:

Just as we do every Monday, we had our team project review meeting. Today we
reviewed 60 plus projects. It's more than any group of highly motivated, type A
personalities can deal with. I worry that the entire team is reaching maximum overload
and no one on the Operating Group seems to care.

Goal-setting was a clear process at Chemical Central, where top managers conferred with
the product developers and then set a project's goals at the outset; the product
development teams themselves were given real freedom around the implementation of
those goals. At National, top managers maintained the fiction that their product
development teams were “empowered” but, in reality, they equivocated on the setting of
strategic goals for their teams and then periodically stepped in to micro-manage what the
teams were doing. One National team member reported on a typical autonomy-limiting
event:
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During our new product review meeting, the Operating Group basically told us what our
top priorities were over the next 30 days for new product development; some of these
priorities, we didn't necessarily agree with. It was discouraging that our “freedom” to
choose our direction/priorities was taken away from us as a team and we were given our
direction rather than being allowed to make more decisions on our own.

Moreover, project goals at National were continually shifted by management – usually
without serious consideration of the team's views:

A Quarterly Product Review was held with members of the Operating Group and the
General Manager and President. The primary outcome from the meeting was a change in
direction away from a new product to revitalization of a completely different type of
product in the line. In fact, four priorities were defined for product development, none of
which were identified as priorities at our last Quarterly update. The needle still points
north, but we've turned the compass again.

Repeatedly, new ideas at Chemical Central were met with interest and collaborative
efforts from management and other groups within the organization. By contrast,
National's managers were routinely very critical of new suggestions. This behavior
appeared to pervade the entire organization. One National team member described such
an incident:

Worked all day on the business plan for next year, trying to develop a plan that would
continue to grow the business. I have some pretty radical ideas. I know they would grow
the business and result in a stronger market position for our products. The problem is
whether or not management will react favorably and allow me to implement them. Lately
it is easier not to try to change things.

Chemical Central's General Manager had regular organization-wide update meetings, to
share information on new product development projects and to give public recognition to
good work that had been done since the last meeting. This often led to a positive sense of
challenge among the Chemical Central teams:

In the year end business meeting, our GM shared with us [the division's] top ten projects
that he had recently presented to the very top management of the company. Our project
was announced as the 7th priority project in [the entire division]. The team seemed
excited and surprised, though a bit fearful of the high visibility.

Top management at National rarely even remarked on team successes, and lost several
key players to other organizations where those employees felt they would be more highly
valued. Moreover, National suffered from an excess of political behavior, where many
top managers behaved in a way that served their own individual short-term interests or
the interests of their allies – rather than the best interests of the company. By contrast,
managers at Chemical Central dealt with potential political problems in very
straightforward ways:



A team-mate and I, along with our Technical Director, brainstormed different ways of
approaching and working with a scientist in another division who competes with a lot of
[our division's] projects, including this one. We approached him to see if we could
convince him to work with us to reduce our cycle time dramatically. He was intrigued by
the challenge and our openness in coming to him, and he agreed. This will be a
tremendous boon.

Contrasting behaviors could be seen at lower levels of management, too, including
project management. In general, Chemical Central team leaders supported the work of
team members:

The team leader and I went over the next critical steps that we need to take, so we all
agree on what information we need to have by the end of the project's next stage.

By contrast, some team leaders at National seemed to have difficulty even
communicating effectively with their team members. For example, on one National team,
the leader unpredictably stopped talking periodically with one or more team members:

I'm tired of being the team player. Ever since last week, the team leader hasn't been
communicating with me. Others on the team keep asking me about things, assuming I
know, and it is frustrating to be on a “team” when you have no idea what other team
members are doing, especially if you are doing work for them.

Although the Chemical Central and National Housewares teams represent extremes in the
sample of project teams studied, other creative/successful and uncreative/unsuccessful
teams showed similar patterns of events, work environment perceptions, and motivation.

Is it possible to change work environments for the better, in terms of support for intrinsic
motivation and creativity? Another case study illustrates that it is indeed possible. A few
years ago, in an effort to dramatically increase the level of radical new-product
innovation, top managers at Procter & Gamble established a Corporate New Ventures
(CNV) team (see Amabile, 1997). Not only did this small cross-functional team have top-
level support and access to needed resources, but it was allowed considerable autonomy
in figuring out how to achieve its goal – to play an important role in developing at least
one major new P&G business each year. Moreover, the team was composed of volunteers,
all of whom had a high level of intrinsic motivation to take on this challenge. The CNV
team itself thought carefully, at its inception, about what sort of work environment it
wanted to establish for itself. This environment included constant discussion of and
feedback on new concepts, support for radically different approaches, and development
of clear mechanisms for articulating and testing new ideas. Work environment
assessments at the beginning of CNV and one year later revealed a dramatic
improvement on nearly all features of the work environment, as well as a superiority of
the CNV work environment in comparison to national norms. Moreover, in the first three
years of its existence, CNV had handed off 11 projects to the P&G business sectors for
execution.
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Conclusion

People do their most creative work when they are passionate about what they are doing.
Such high levels of intrinsic motivation are influenced both by a person's basic interest in
a particular kind of work and by the work environment surrounding the person. Managers
can support creative productivity by matching people to projects on the basis of interest
as well as skill, by using rewards that recognize competence and support further
involvement in the work, and by establishing a work environment across the organization
– from the level of top management to the level of work groups – that removes the
barriers and enhances the supports to active, collaborative, intrinsic involvement in the
work.

The author would like to thank Anne Cummings for her help in conceptualizing this
chapter.
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Introduction

Coping with stress at work can be defined as an effort by a person or an organization to
manage and overcome demands and critical events that pose a challenge, threat, harm or
loss to that person and that person's functioning or to the organization as a whole. Coping
can occur as a response to an event or in anticipation of upcoming demands, but it can
also involve a proactive approach to self-imposed goals and challenges.
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Coping with stress is considered as one of the top skills inherent in effective managers. In
samples recruited from business, educational, health care, and state government
organizations, 402 highly effective managers were identified by peers and superiors.
Interviews revealed that coping was second on a list of ten key skills attributed to
managers. The management of time and stress was beneficial to the organization because
the leaders were role models for employees. Moreover, the executives themselves
benefited from successful coping in terms of performance and health (Whetton and
Cameron, 1993). This underscores the importance of coping at the workplace. A host of
research conducted during the last two decades has found that poor adjustment to
demanding or adverse work environments can lead to illness, in particular to high blood
pressure and cardiovascular disease (Kasl, 1996; Marmot, Bosma, Hemingway, Bruner,
and Stansfeld, 1997; Siegrist, 1996; Theorell and Karasek, 1996; Weidner, Boughal,
Conner, Pieper, and Mendell, 1997).

This chapter outlines a new theoretical approach to coping that makes a distinction
between four perspectives, namely reactive coping, anticipatory coping, preventive
coping, and proactive coping. This distinction is based on time-related stress appraisals
and on the perceived certainty of critical events or demands. Reactive coping refers to
harm or loss experienced in the past, whereas anticipatory coping pertains to inevitable
threats in the near future. Preventive coping refers to uncertain threats in the distant
future, and proactive coping involves future challenges that are seen as self-promoting.

In addition to this approach, numerous ways of coping are presented, and their use at the
level of organizations and at the level of individuals is discussed. To begin with, the
nature of stress at work will be described.

Stress at Work

The experience of stress

The workplace provides numerous sources of stress. The job itself might involve difficult
and demanding tasks that tax or exceed the coping resources of the employee. The role of
an individual within the organization might be ambiguous or might even be the cause of
frequent conflicts. Relationships at work could entail friction and impair function or
motivation. Career development might be restricted or echo a constant struggle for
acknowledgment. The organizational climate might reflect a battleground for competition.
Further, it is possible that all of these examples are aggravated by non-work factors that
interact with job stress. Adverse conditions are one of the factors that constitute or set the
stage for experiencing stress, such as working shifts, long hours, place of work, overload,
frequent travel, speed of change, and new technology. Often-cited stressors are job
insecurity, friction with bosses, subordinates, or colleagues, and role conflict or
ambiguity (Cartwright and Cooper, 1997; Quick, Quick, Nelson and Hurrell, 1997).

During the last two decades, surveys have found a “growing epidemic of stress” (Quick
et al., 1997). This does not necessarily indicate that people experience more stress now
than they did earlier in their lives, or more stress than earlier generations. Instead, it may
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signify greater public awareness of the stress phenomenon and the existence of a handy
label for a common feeling. Research on the prevalence of stress is difficult because the
term is not clearly defined. In the public health literature, and likewise in industrial and
organizational psychology, a distinction is sometimes made between “objective stress,”
also called stressor, and “subjective stress,” also called strain or distress. The former is
used in research as an independent variable, and the latter as a dependent variable.
However, in mainstream psychology, stimulus-based and response-based definitions are
no longer preferred. Instead, transactional conceptions are widely accepted, in which
stress is understood as a complex process, rather than as a descriptive variable or as an
explanatory concept.

Cognitive-transactional theory of stress

Cognitive-transactional theory defines stress as a particular relationship between the
person and the environment that is appraised by the person as taxing or exceeding his or
her resources and endangering his or her well-being. Lazarus (1991) conceives stress as
an active, unfolding process that is composed of causal antecedents, mediating processes,
and effects. Antecedents are person variables, such as commitments or beliefs, and
environmental variables, such as demands or situational constraints. Mediating processes
refer to coping and appraisals of demands and resources. Experiencing stress and coping
bring about both immediate effects, such as affect or physiological changes, and long-
term effects concerning psychological, somatic health, and social functioning (see figure
24.1)

Cognitive appraisals comprise two simultaneous processes, namely primary (demand)
appraisals and secondary (resource) appraisals. Appraisal outcomes are divided into the
categories challenge, threat, and harm/loss. First, demand appraisal refer to one's
available coping options for dealing with the demands at hand. The individual evaluates
his or her competence, social support, and material or other resources that can help to
readapt to the circumstances and re-establish an equilibrium between the person and the
environment. Hobfoll (1989) has expanded stress and coping theory with respect to the
conservation of resources as the main human motive in the struggle with stressful
encounters.
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Figure 24.1 A process model of stress and coping

Three outcome categories occur as a result of demand and resource appraisals: a situation
is appraised as challenging when it mobilizes physical and mental activity and
involvement. In the evaluation of challenge, a person may see an opportunity to prove
themselves, anticipating gain, mastery, or personal growth from the venture. The
situation is experienced as pleasant, exciting, and interesting, and the person feels ardent
and confident in being able to meet the demands. Threat occurs when the individual
perceives danger, anticipating physical injuries or blows to their self-esteem. In the
experience of harm/loss, some damage has already occurred. This can be the injury or
loss of valued persons, important objects, self-worth, or social standing.

Assessment of stress

The main practical problem with transactional theories of stress is that there is no good
way of measuring stress as a process. Therefore, all common procedures to assess stress
are either stimulus based, pointing at critical events and demands, or response based,
pointing at symptoms and feelings experienced. Some procedures measure the frequency
or intensity of stressors, while others measure individual distress (strain). An example for
a stimulus-based instrument is Spielberger's (1994) Job Stress Survey (JSS). It includes
30 items that describe stressors typically experienced by managerial, professional, and
clerical employees. The respondents first rate the severity (intensity) of 30 job stressors
(such as excessive paperwork, poorly motivated co-workers). Next, they rate the same list
once more on a frequency scale. The two ratings result in scores that can be interpreted as
state and trait job stress. Other instruments deal with critical events at the workplace,
hassles and uplifts, and the work environment in general.



Response-based measures are available that entail symptoms, emotions, arousal, illness,
burnout and behavioral changes. Job burnout, however, cannot be equated to stress, but
has to be seen as a long-term consequence of stress (Burke, Greenglass, and Schwarzer,
1996; Maslach, 1999). The Maslach Burnout Inventory (MBI) is the standard measure in
this field (Maslach, Jackson, and Leiter, 1966). Using measures for burnout, symptoms,
mental disorder, or illness to tap the concept of “stress” is questionable and misleading
because individual changes in these variables occur only at later stages of a stress episode.
Thus, stress is confounded with its consequences. Any use of stress inventories involves a
particular definition of stress that is not always made transparent and may even not reflect
the researchers’ theory.

In any case, no matter whether stimulus-based or response-based measures are used,
individuals respond to them with their coping resources in mind. The transactional
perspective entails the relationship between demands and resources, which is viewed as
causing the resulting emotional response.

Coping with Stress at Work

Consequences of poor adjustment to stress at work

Stress is inevitable, but the degree of stress can be modified in two ways: by changing the
environment and by changing the individual. If coping attempts are unsuccessful, adverse
consequences will result. Job performance may decline and job satisfaction fade, burnout
symptoms emerge or accidents happen; further, social relationships at work may become
tense, or mental and physical health could deteriorate, leading to sleep problems and
substance abuse, etc. Poor adjustment to demanding or adverse work environments can
lead to a number of health conditions, in particular high blood pressure and
cardiovascular disease. The study of coping at the workplace has often been reduced to
only a few variables, such as demands, control, decision latitude, social support, and
opportunities for relaxation and exercise. The literature on occupational health has
documented an array of findings where these variables were examined in relation to
demand factors and population characteristics. Adverse health outcomes have been
demonstrated most often (Kasl, 1996; Marmot et al., 1997; Siegrist, 1996; Theorell and
Karasek, 1996; Weidner et al., 1997). Successful individual adjustment to stress at work
depends partly on resources and partly on the nature of the stress episode.

In the following section, coping resources are described, then dimensions and
perspectives of coping are examined that help to gain a better understanding of the
psychological meaning of coping.

Antecedents of stress and coping: demands and resources

To characterize demands or situational stressors, Lazarus (1991) describes formal
properties, such as novelty, event uncertainty, ambiguity, and temporal aspects of
stressful conditions. For example, demands that are difficult, ambiguous, unexpected,
unprepared, or are very time-consuming under time pressure, are more likely to induce
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threat than easy tasks that can be prepared for thoroughly and solved at a convenient pace
without time constraints. The work environment can be evaluated with respect to the
stakes inherent in a given situation. For example, demanding social situations imply
interpersonal threat, the danger of physical injury is perceived as physical threat, and
anticipated failures endangering self-worth indicate ego threat. Lazarus additionally
distinguishes between task-specific stress, including cognitive demands and other formal
task properties, and failure-induced stress, including evaluation aspects such as social
feedback, valence of goal, possibilities of failure, or actual failure. By and large,
unfavorable task conditions combined with failure-inducing situational cues are likely to
provoke stress.

Personal resources refer to the internal coping options that are available in a particular
stressful encounter. Competence and skills have to match the work demands. Individuals
who are affluent, healthy, capable, and optimistic are resourceful and, thus, they are less
vulnerable toward stress at work. Social competence, empathy, and assertiveness might
be necessary to deal with specific interpersonal demands. It is crucial to feel competent to
handle a stressful situation. But actual competence is not a sufficient prerequisite. If the
individual underestimates his or her potential for action, no adaptive strategies will be
developed. Therefore, perceived competence is crucial. This has been labeled “perceived
self-efficacy” or “optimistic self-beliefs” by Bandura (see chapter 9 above). Perceived
self-efficacy or optimism are seen as a prerequisite for coping with all kinds of stress,
such as job loss, demotion, promotion, or work overload. Job-specific self-efficacy has
been studied (for example, see measures of teacher self-efficacy by Schwarzer, Schmitz,
and Daytner, 1999).

Social resources refer to the external coping options that are available to an individual in
a certain stressful encounter. Social integration reflects the individual's embeddedness in
a network of social interactions, mutual assistance, attachment, and obligations. Social
support reflects the actual or perceived coping assistance in critical situations (see
reviews in Pierce, Sarason, and Sarason, 1996; Veiel and Baumann, 1992). Social support
has been defined in various ways, for example as a resource provided by others, coping
assistance, or an exchange of resources “perceived by the provider or the recipient to be
intended to enhance the well-being of the recipient” (Shumaker and Brownell, 1984: 13).
Several types of social support have been investigated, for instance instrumental (e.g.,
assist with a problem), tangible (e.g., donate goods), informational (e.g., give advice),
and emotional support (e.g., give reassurance), among others.

Dimensions of coping

Many attempts have been made to reduce the universe of possible coping responses to a
parsimonious set of coping dimensions. Some researchers have come up with two basic
distinctions, that is, instrumental, attentive, vigilant, or confrontative coping, as opposed
to avoidant, palliative, and emotional coping (for an overview see Schwarzer and
Schwarzer, 1996). A well-known approach has been put forward by Lazarus (1991), who
separates problem-focused from emotion-focused coping. Another conceptual distinction
has been suggested between assimilative and accommodative coping, whereby the former
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aims at modifying the environment and the latter at modifying oneself (Brandtsädter,
1992). This pair has also been coined “mastery versus meaning” (Taylor, 1983) or
“primary control versus secondary control” (Rothbaum, Weisz, and Snyder, 1982).
These coping preferences may occur in a certain time order when, for example,
individuals first try to alter the demands that are at stake, and, after failing, turn inward to
reinterpret their plight and find subjective meaning in it.

Four coping perspectives in terms of timing and certainty

Work demands can be continuous or changing. They can reflect an ongoing harmful
encounter, or they can exist in the near or distant future, creating a threat to someone who
feels incapable of matching the upcoming demands with the coping resources at hand.
Critical events at the workplace may have occurred in the past, leading to layoff,
demotion or adverse restrictions. In light of the complexity of stressful episodes, coping
cannot be reduced to either relaxation or fight-and-flight responses. Coping depends,
among others, on the time perspective of the demands and the subjective certainty of the
events. There are distinctions between reactive, anticipatory, preventive, and proactive
coping. Reactive coping refers to harm or loss experienced in the past, whereas
anticipatory coping pertains to inevitable threats in the near future. Preventive coping
refers to uncertain threats in the distant future, whereas proactive coping involves future
challenges that are seen as self-promoting (see figure figure 24.2).

Figure 24.2 Four coping perspectives
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Reactive coping. Reactive coping can be defined as an effort to deal with a stressful
encounter that is ongoing or has already happened, or with the aim to compensate for or
to accept harm or loss. Examples of loss or harm are job loss, failing a job interview,
having an accident at work, being criticized by the boss, or having been demoted. All of
these events happened in the past with absolute certainty; thus, the individual who needs
to cope has to either compensate for loss or alleviate harm. Another option is to readjust
the goals or to search for meaning to reconcept one's life. Reactive coping may be
problem focused, emotion focused, or social-relation focused. For coping with loss or
harm, individuals have to be resilient. Since they aim at compensation or recovery, they
need “recovery self-efficacy,” a particular optimistic belief in their capability to
overcome setbacks (Schwarzer, 1999).

Anticipatory coping. Anticipatory coping can be defined as an effort to deal with
imminent threat. In anticipatory coping, individuals face a critical event that is certain to
occur in the near future. Examples are speaking in public, a confrontation at a business
meeting, a job interview, adapting to a new job, increased workload, promotion,
retirement, downsizing, etc. There is a risk that the upcoming event may cause harm or
loss later on, and the person has to manage this perceived risk. The situation is appraised
as an imminent threat. The function of coping may lie in solving the actual problem at
hand, such as increasing effort, getting help or investing other resources. Another
function may lie in feeling good in spite of the risk, for example by redefining the
situation as less threatening, by distraction, or by gaining reassurance from others. Thus,
anticipatory coping can also be understood as the management of known risks, which
includes investing one's resources to prevent or combat the stressor. One of the resources
is specific “coping self-efficacy.” This is the optimistic belief in being able to cope
successfully with the particular situation.

Preventive coping. Preventive coping can be defined as an effort to build up general
resistance resources that result in less strain in the future (minimizing severity of impact),
less severe consequences of stress, should it occur, and less likely onset of stressful
events in the first place. In preventive coping, individuals face a critical event that may or
may not occur in the distant future. Examples are job loss, forced retirement, physical
impairment, disaster or poverty. The individual plans for the occurrence of such non-
normative life events that are appraised as threatening. Again, coping equals risk
management, but here one has to manage various unknown risks in the distant future. The
outlook creates anxiety sufficient to stimulate a broad range of coping behaviors. Since
all kinds of harm or loss could materialize one day, the individual builds up general
resistance resources, accumulating wealth, social bonds, and skills, “just in case.” Skill
development is a major coping process that helps to prevent disadvantages. General
“coping self-efficacy” is a prerequisite to plan and initiate successfully multifarious
preventive actions that help build up resistance against threatening non-normative life
events in the distant future.

Proactive coping. Proactive coping can be defined as an effort to build up general
resources that facilitate promotion toward challenging goals and personal growth. In
proactive coping, people have a vision. They see risks, demands, and opportunities in the
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far future, but they do not appraise these as threats, harm, or loss. Rather, they perceive
difficult situations as challenges. Coping becomes goal management instead of risk
management. Individuals are not reactive, but proactive in the sense that they initiate a
constructive path of action and create opportunities for growth. The proactive individual
strives for improvement of life or work and builds up resources that assure progress and
quality of functioning. Proactively creating better work conditions and higher
performance levels is experienced as an opportunity to render life meaningful or to find
purpose in life. Stress is interpreted as “eustress,” that is, productive arousal and vital
energy.

Preventive and proactive coping are partly manifested in the same kinds of overt
behaviors as skill development, resource accumulation, and long-term planning. However,
the motivation can emanate either from threat appraisal or from challenge appraisal,
which makes a difference. Worry levels are high in the former and low in the latter.
Proactive individuals are motivated to meet challenges and commit themselves to
personal quality standards. Self-regulatory goal management includes an ambitious
manner of goal-setting and tenacious goal pursuit. The latter requires “action self-
efficacy,” an optimistic belief that one is capable of initiating and maintaining difficult
courses of action. The role of beliefs in self-regulatory goal attainment has been spelled
out in more detail in the Health Action Process Approach (Schwarzer, 1992, 1999).

The distinction between these four perspectives of coping is highly useful because it
moves the focus away from mere responses to negative events toward a broader range of
risk and goal management that includes the active creation of opportunities and the
positive experience of stress, in particular in the work domain. Aspinwall and Taylor
(1997) have described a proactive coping theory that is similar, but not identical to the
present one. Taubert (1999) has conducted a study to make psychometric discriminations
between preventive and proactive coping. The Proactive Coping Scale is available for the
public (Greenglass, Schwarzer, and Taubert, 1999).

Ways of Coping

Coping at the level of organizations: designing healthy workplaces

When an unexpected event happens, such as a strike or a takeover, an organization has to
cope in a reactive manner. Reducing harm or compensating for loss are required, and the
way this is done depends largely on the particular nature of the stress episode. When such
events are imminent and certain, anticipatory coping is required. The adequate way of
coping is highly idiosyncratic. Preventive coping is called for when no specific events are
envisioned but a more general threat in the distant future comes into view. Such events
could be the dangers of economic decline, potential mergers or downsizing, revised
governmental employee health regulations, aging workforce, new technology, etc. When
visions or challenges and a perceived potential for growth or mastery prevail, proactive
coping is initiated. The latter two perspectives entail about the same set of innovations. In
the literature, this is usually discussed as “primary prevention” or “organizational

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506625#b29
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506625#b1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506625#b1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506625#b36
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506625#b10


prevention” (Quick et al., 1997), which includes modifying work demands and improving
relationships at work (see also Burke, 1993).

Physical settings can be redesigned to minimize distressful effects of the physical work
environment, such as noise, heat, and crowding. The creation of pleasant and suitable
offices or workshops, enriched by cafeterias and fitness centers, can elevate job
satisfaction, job safety, and mental health, which indirectly may improve performance
and loyalty. Job redesign is aimed at changing task demands, for example by partitioning
the workload, job rotation, job enlargement, job enrichment, building teams, opening
feedback channels, etc. (see chapter 6 above). Flexible work schedules can help to
enhance the employee's control and discretion and allow for a better time management
and integration of work and non-work demands. Participative management expands the
amount of autonomy at work by disseminating information, decentralizing decision-
making, and involving subordinates in a variety of work arrangements (see chapter 21
above). When a boss levels with the employees, tension and conflict is reduced, and
awareness of partnership may arise. The empowerment approach has a similar focus (see
chapter 10 above). Career development is another method of preventive or proactive
coping to improve an estimable portfolio of skills and talents. A set of career paths must
be made transparent, and various opportunities for promotion need to be created to
motivate employees to set goals for themselves and strive for these goals. This needs to
be enriched by an effective feedback and reward system. Self-assessment must be
encouraged, and opportunities constantly need to be analyzed (Lawler, 1994).

Organizational prevention is also directed at interpersonal demands placed on individuals
at the workplace (Quick et al., 1997). Role analysis is aimed at making the role
transparent that someone holds within an organization. Clarifying one's role profile in
comparison to the profiles of others may help to reduce tension, misperceptions, and
conflict. Roles are defined as a set of expectations (by boss, peers, and subordinates)
toward a particular position holder. If roles are misperceived, “role stress” will emerge.
Thus, role analysis and correction of perceptions constitute a way of preventive coping.
Goal-setting in itself can be regarded as a method of preventive coping in order to avoid
miscomprehension about one's responsibilities and expected task performance.
Negotiating proximal and distal work goals includes an agreement between supervisor
and subordinate or team about the conditions under which they should be attained and the
criteria that apply for their evaluation (see chapter 8 above). Team-building is a
preventive coping method that aims at the establishment of cohesive and effective work
groups that perform at a higher level than isolated individuals, partly because they resolve
interpersonal conflicts and develop a cohesive spirit. Social support reflects broad-range
prevention and intervention at all levels. The term denotes a coping resource as well as an
interpersonal coping process, depending on the point in time within a defined stress
episode. Social support is generally seen as a buffer against the impact of stress –
although, empirically, main effects occur more frequently than statistical interactions
(Schwarzer and Leppin, 1989). As a buffer, social support can be part of reactive coping
after the event has struck. As a preventive and proactive coping strategy, social network-
building equals the institution of a convoy that accompanies and protects the individual
throughout the life course when times get rough.
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Stress in organizations is related to their culture and leadership, organizational structures
and developments. Proactive leaders have transformed stressed corporations into healthy
ones, and restructuring has created relatively stress-free work environments, as has been
documented for Southwest Airlines, Chaparral Steel Company, Xerox Corporation,
Johnson & Johnson, or, as a negative example, Eastern Airlines (Quick et al., 1997).

Teacher stress and burnout can be prevented and mitigated at the level of schools by
making them healthier workplaces. Based on his work in schools in Israel, Friedmann
(1999) suggests tackling the sources of stress by reducing the degree of polarization in
the classroom, reducing the number of pupils per class, and changing teachers’ work
schedules. To treat the symptoms of stress at the school level, he suggests creating a
supportive atmosphere, opening channels of communication, involving teachers in
decision-making, and developing an open and positive organizational climate.

Coping at the individual level within organizations

At the individual level, Friedmann (1999) suggests tackling the sources of stress by
training teachers to cope with stressful situations, instructing them about the causes of
burnout, and developing and improving their abilities in problem-solving, conflict
resolution, and leadership. To treat the symptoms of stress, he suggests inservice training,
holidays, support and assistance groups, and workshops.

Some general theoretical comments on individual coping have to be added here. If a
person fails to meet a work goal, is rejected by colleagues, has a conflict with the boss,
suffers from repetitive stress injury, or loses a contract or the job itself, reactive coping
takes place because the demands or events are appraised as ongoing or as prior harm or
loss. A range of mental and behavioral coping options are at the individual's disposal,
depending on the available resources, preferences, and the nature of the stress episode.
Relaxation is a commonplace recommendation to help alleviate negative emotions or
arousal, although it does not contribute much to solving the underlying problem.
Cognitive restructuring helps individuals to see the world with different eyes.
Instrumental action may solve the problem at hand. Distinctions have been made between
problem-focused and emotion-focused coping (Lazarus, 1991). Social relations coping
(Hobfoll, 1998) or task avoidance (Parker and Endler, 1996) have been added as a third
dimension. Talking with others, writing it down, and acting it out are other suggestions to
help cope with adversity (Quick et al., 1997). The experience of harm or loss calls for
compensatory efforts (mastery) or a search for meaning and flexible goal adjustment.

There is no basic rule or rank order of good and bad coping strategies that apply to harm
or loss situations. It is also questionable whether one could come up with criteria for
“successful coping” (Lazarus, 1991). The individual adapts in an idiosyncratic manner to
the situation and evaluates the coping efforts retrospectively as having been more or less
successful, which may not correspond with the evaluation of onlookers. If someone fails
to adapt, social support needs to be mobilized from outside, and psychological counseling,
therapy, traumatic event debriefing, or even medical care may become necessary.
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If someone faces a critical event in the near future, such as a public presentation, job
interview, medical procedure, or corporate decision about redundancy of jobs – in other
words, situations that are appraised as threatening – this stress episode requires
anticipatory coping. The range of coping options is the same as before. Increased effort
to master the situation is adaptive only if the situation is under personal control (interview,
presentation), whereas situations under external control (medical procedure, corporate
decision) require mainly emotional and cognitive efforts (e.g., relaxation, reappraisal).

An individual who faces increasing work challenges or job volatility in the distant future,
such as downsizing, mergers, demotion, promotion, entrepreneurship, is more apt to
choose either preventive coping strategies (in the case of threat appraisal) or proactive
coping strategies (in the case of challenge appraisal). The long-term accumulation of
general resistance resources includes behavioral, social, and cognitive strategies. Coping
with one's work demands, for example, comprises setting priorities, avoiding overload,
delegating tasks, acquiring social support, planning, and having good time management
(Quick et al., 1997). Managing one's lifestyle is directed at a healthy balance between
work, family, and leisure. Workaholics do not maintain such a balance, and they hardly
find refuge anywhere. Work stress can spill over into non-work settings, and vice versa,
which places a particular burden on women and dual-career couples (Greenglass, 1995).
Protecting life domains from daily hassles is an important aspect of self-regulation. Some
companies grant their employees extra time for revitalization and personal growth, for
example by funding sabbaticals. Healthy nutrition and physical exercise are other
lifestyle ingredients that provide a protective shield against the experience of stress.

The cognitive way of coping has been labeled stress reappraisal, internal dialog,
constructive self-talk, search for meaning, or optimistic explanatory style, among others.
Individuals can develop a more positive view of stressful situations, which may facilitate
all kinds of coping. Reinterpreting a threat as a challenge transforms preventive coping
into proactive coping. Habitual mindsets that reflect a constructive approach to life are
inherent in the concepts of perceived self-efficacy (see chapter 9 above), learned
optimism (Seligman, 1991), and hardiness (Maddi, 1998).

The hardiness concept has been applied frequently to prevent and mitigate stress at work.
It comprises the attitudes of commitment, control and challenge. The goal of
interventions, conducted by the Hardiness Institute, lies in the promotion of these
attitudes. Initially, participants respond to the HardiSurvey that assesses these three
components and gauges how much work stress a person experiences. Clients then
undergo the 16-hour HardiTraining course, consisting of exercises on how to cope with
stress, relax, seek social support, eat right, and work out (Maddi, 1998). With a group of
54 managers, hardiness training was compared to relaxation training and to a social
support control condition. The first group reported less strain and illness and higher job
satisfaction. Thus, hardiness is seen as stimulating effective functioning and protecting
wellness under stressful conditions.

Stress management programs are usually not implemented by corporations as standalone
programs, but rather as part of more comprehensive health promotion strategies that also
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aim at preventive nutrition, physical exercise, smoking cessation, preventing the use of
alcohol and drugs, and so on. IBM, Control Data Corporation, Illinois Bell, New York
Telephone Company, B. F. Goodrich Tire, Citicorp, Johnson & Johnson, and Dupont are
among the frequently cited companies that have established health promotion programs
of high quality for their employees (see also Quick et al., 1997).

A good example of a program at the individual level within organizations is the “learned
optimism training” that was conducted at Metropolitan Life Insurance Company
(Seligman, 1991; Seligman and Schulman, 1986). Learned optimism is a proxy for a
particular explanatory style that can be acquired to improve one's interpretation of
stressful events in general or specifically at work. A diagnostic measure, the Attributional
Style Questionnaire (ASQ), was developed, which ranks individuals on an
optimism/pessimism scale. One prediction that this measure makes concerns job
performance, for example successfully selling life-insurance. Insurance agents with high
scores on the ASQ invest more effort and are more persistent in “cold calling” customers
and attain better sales commissions than low scorers. By using this diagnostic instrument
to select personnel, Metropolitan Life has saved millions of dollars. Many companies
now use such scales in order to identify applicants who possess more than just drive and
talent, namely the optimism necessary for success as well.

Based on Seligman's theory and his assessment procedure, a training program has been
developed to teach employees cognitive coping with stress. Participants with chronic
negative thoughts learn to talk to themselves in a constructive manner. If something goes
wrong, pessimists tend to have hopeless thoughts (“I always screw up,” “I'll never get it
right”), that is, internal, stable, and global attributions of negative events. They learn to
transform these thoughts into external, variable, or specific attributions, such as “Things
didn't go well today, but I learned a lot from the experience.” Workshop participants
learn to listen to their own internal dialogue and to dispute their chronic negative
thoughts and come up with a more balanced view of themselves, the world, and the future.
The four-day course is administered by Foresight Inc., at Falls Church, Virginia. Unlike
other courses for sales agents, which teach what to say to clients, this course teaches what
to say to oneself when the client says no. Thus, it represents a cognitive coping training to
reduce’ stress when facing interpersonal demands. The most typical exercise is to identify
adverse events, the corresponding subjective belief, and the most likely subsequent
emotions and behaviors. Then, after recognizing their explanatory style, the participants
learn to dispute their thoughts. They are asked to make the revised explanatory style a
new habit to supplant the automatic pessimistic explanations that they used to make all
the time. In psychotherapy this is known as cognitive restructuring. This principle has
turned out to be a powerful coping strategy that facilitates job performance, job
satisfaction, and health.

Conclusion

Coping with stress is a normal and necessary experience in daily life. At the workplace, it
gains particular importance because it is related not only to individual career goals, health,
and satisfaction, but also to organizational success and social relations. To understand
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coping, a number of analytical dimensions, perspectives, theoretical models, and
approaches have been suggested. In the present chapter, a new distinction between
reactive, anticipatory, preventive, and proactive coping has been put forward because
these coping perspectives have unique value for stress at the workplace, including the
positive side of stress. Interventions have to be tailored to these perspectives. Events that
are appraised as harmful or causing loss require different coping interventions than those
that are appraised as threats or challenges. The current view connects coping theory with
action theory and sets the stage for integrative programs at the organizational and
individual level. It is in line with the contemporary trend toward a “positive psychology.”
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“Managers” often find that their formal authority falls far short of their responsibilities
and their success is dependent on the actions of others outside the chain of command.
Though people in this predicament may yearn for more control, there is often no practical
way to follow the textbook advice to match authority with responsibility. “Indirect
management” is the name we give this increasingly important phenomenon of
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concentrated responsibility but shared authority and resources. It calls for a very different
approach from traditional line management.

(Lax and Sebenius, 1986)

Introduction and Meta-principle

Managers function in an increasingly complex world where competition is intense and
global for virtually all product or service lines. Their revenue-generating initiatives
require cross-unit cooperation and coordination, and the structural parameters or
procedural precedents that might assist in the implementation of such initiatives are often
absent or inconsistent. Even their work units are increasingly staffed by teams of
employees who require and demand substantial self-determination in order to perform
their jobs effectively. Together, these factors generate a perfect set of conditions for
conflict in the managerial job – scarce resources, ambiguous lines of authority,
conflicting goals, and high levels of interdependence. What exactly is meant by the term
conflict? Essentially, I am speaking of the process that occurs when one party perceives
that another has frustrated or is about to frustrate one or more of its concerns (Thomas,
1976). In which domains of a manager's job might we expect conflict to emerge? Both
research and experience show us that conflict frequently occurs across many aspects of
the manager's job, including in interactions with their own managers, dealings with peers
or associates, discussions with the employees they manage, and in their need or desire to
“shore up” their formal authority in the organization. Thus, conflict in the workplace is
often a common occurrence that managers face and must attempt to resolve on virtually a
daily basis.

This chapter focuses on the manager's role as conflict resolver. It is based on the meta-
principle that negotiation and mediation processes, when used appropriately, enhance
managers’ effectiveness in resolving many of the conflicts that confront them. Although
written from a normative perspective that is based on research findings, the chapter also
explores descriptive information concerning what is known about the ways managers
tend to deal with conflict.

How managers attempt to resolve conflicts

Some insight into the tactics managers used when directly involved in work disputes can
be gained from examining their influence attempts with other parties. Past research has
found that managers rely on different behaviors to influence the decisions of their bosses,
peers, and employees (see table 25.1).

Still other research provides some assistance in identifying the underlying dimensions of
conflict resolution present in managers’ influence attempts. The work of Ury, Brett, and
Goldberg (1988) on dispute resolution revealed three ways in which disputes may be
resolved – interests, rights, and power. In the first case, parties may seek to reconcile
conflicting interests by finding solutions that will appeal to a majority of the most
important interests that underlie their dispute, i.e., the majority of the things that each
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most values. Alternatively, they may try to resolve conflicts based on whose “rights” are
best supported or protected by some independent standard that has legitimacy in the eyes
of all those involved, e.g., a law or contract, or perhaps due to a socially accepted norm
such as reciprocity or precedent. Finally, parties also may attempt to resolve conflicts
according to who is more powerful, or who has the greater ability to get the other do to
things he/she would not otherwise do. Unfortunately, however, as Ury et al. (1988) note,
power differentials are generally difficult to determine without a costly “test of wills.”

Table 25.1 Differences in managers’ attempts to influence the behavior of bosses, peers,
and employees

Influence attempts listed in order of frequency of use

Source: Taken from Keys and Case (1990)
Influence attempts with bosses

1 Providing rational explanations for the desired choice

2 Telling, arguing, or talking without supportive facts, data, or other individuals

3 Presenting a complete plan of the actions they want to implement

4 Using persistence or repetition in pressing for the preferred solution

5 Developing or cultivating the support of others, including employees and outsiders

Influence attempts with peers

1 Providing a rational explanation

2 Developing and showing the support of others

3 Presenting an example of a parallel situation

4 Making threats

5 Offering to trade favors or concessions with the peer

Influence attempts with employees

1 Showing confidence and support

2 Delegating guidelines or goals

3 Presenting rational explanations

4 Listening, counseling, and/or soliciting ideas

5 Presenting an example of a parallel situation

On inspection, there seem to be elements of all three methods – interests, rights, and
power – in the descriptions of managers’ influence attempts in table 25.1. For example,
providing a rational explanation seems closely related to a reliance on interests, as does
the provision of a complete plan; the showing of confidence and support; listening,
counseling and/or soliciting of ideas; and offering to trade favors or concessions.
Conversely, the presentation of a parallel situation seems to fall into the rights arena,
where a manager is attempting to show that the current issue is similar to one previously
handled in a particular way, perhaps due to rights or precedent. Finally, methods such as
telling, arguing, or talking without support, using persistence or repetition, developing
and showing the support of others, threats, and the delegation of guidelines or goals seem
to illustrate the use of power in influence attempts. Nevertheless, descriptive information
about the ways managers attempt to resolve conflict tells us very little about the
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effectiveness of their methods. Fortunately, the work of Ury et al. (1988) also provides
some assistance in this arena.

The relative effectiveness of resolution methods

One method of assessing the effectiveness of different conflict resolution methods is to
consider the “costs of disputing,” including: (1) various transaction expenses, including
those that are economic, psychological, and time-based; (2) the parties’ satisfaction with
the fairness of the outcomes and of the resolution process in general; (3) the effect of the
resolution on the parties’ relationship, particularly on their ability to work together on a
day-to-day basis; and finally, (4) the likelihood of conflict recurrence, either between the
two parties or between one of them and another party. Once assessing method
effectiveness vis-à-vis these four criteria, Ury et al. (1988: 15) concluded that: “in general
reconciling interests is less costly than determining who is right, which in turn is less
costly than determining who is more powerful.” Note, however, that rights and power
may sometimes be used to enhance the effectiveness of interests reconciliation by setting
boundaries around what will be determined through the reconciliation of interests. Thus,
prior research seems to support the relative effectiveness of reconciling parties’ interests
as an appropriate conflict resolution method for managers. This, in turn, brings us to the
topic of negotiation.

Negotiation as a Managerial Tool for Reconciling
Interests

Negotiation is a frequently applied technique for reconciling interests and may be
extremely useful to managers when their interests are directly in conflict with those of
others in the workplace, including those outside their chain of command, their employees,
their bosses, and the support staff charged with the operations of various management
systems in the organization, e.g., budget, human resources, etc. As Lax and Sebenius
(1986: 2) have noted, “Negotiation is a useful skill for important occasions, but it also
lies at the core of the manager's job. Managers negotiate not only to win contracts but
also to guide enterprises in the face of change.”

Essentially negotiation is defined as the “situation where parties, with some apparent
conflict, seek to do better through jointly decided action than they could do otherwise”
(Lax and Sebenius, 1986: 12). The body of research on the nature and effects of
negotiation is now fairly substantial. It provides a number of principles regarding
negotiation effects that subsequently generate several recommendations for enhancing
managers’ negotiation effectiveness.

Negotiation principles and recommendations

What has research revealed about negotiating behaviors that tend to enable managers to
“do better through joint action”?
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 1 Following work by Fisher, Ury and their colleagues (Fisher and Ury, 1981) at
the Harvard Negotiation School, higher joint gains frequently result from a
principled or collaborative form of negotiation focused on achieving the interests
of both parties’ use of principled negotiation in situations where a long-term,
rather than a shortterm relationship exists or is envisioned between parties, where
they share important values or principles that shape their goals in the negotiation,
and where there are a number of different issues at stake such that the likelihood
of creating a situation of joint gain is higher. This form of negotiation emphasizes:
(a) the candid and open exchange of information about both parties’ interests;
(b) the intent to satisfy each party's interest to some degree, the focal party's (the
manager's) to the greatest extent and the other party's at least to an acceptable
degree;
(c) creativity in identifying many options that might be used to satisfy interests;
(d) the use of external standards, facts, or criteria (e.g., the use of the Blue Book
to determine used-car values) to resolve disputes over the value of various options;
(e) each party's identification of a “BATNA,” the best alternative to a negotiated
solution, in order to enhance their ability to “to do better through negotiating
because they will not be forced to accept an undesirable offer simply to reach
agreement;”
(f) the enhancement of the relationship between parties by communicating in a
manner that focuses on the issues, rather than on the people involved, and strives
to improve the relationship, and at the least, does nothing to worsen it.

 2 Begin the bargaining with a positive overture, perhaps by making a small
concession, then reciprocate the other party's concessions.

 3 Look beneath the other party's tactics and try to determine his or her strategy.
Even threats and power plays can be attempts to guide you toward a mutually
acceptable agreement. Be sensitive to this and follow it if it is beneficial to your
interests.

 4 Do not allow accountability to your constituents or surveillance by them spawn
competitive bargaining which often spirals quickly out of control.

 5 If you have power in a negotiation, use it – with specific demands, mild threats,
and persuasion – to guide the other party toward an agreement.

 6 Be open to accepting third-party assistance (more on this later in the chapter).
 7 Attend to the negotiation environment. Be aware that your behavior and power

and that of the other party are altered by it. Opponents who come from an
environment of resource scarcity are often rewarded for competitive bargaining.
Anticipate this and strive to protect your interests (Wall and Blum, 1991).

 8 Negotiation tends to be more efficient (faster, more likely to reach agreement)
and more likely to yield agreements in the interests of both parties (principled or
collaborative negotiations) when parties have positive working relationships.
Thus, strive to develop a positive working relationship with your negotiation
partner by designing situations in which parties depend on one another for help
across a number of separate issues and opportunities for action. When working
relationships are already strained, suggest the use of problem-solving workshops
to improve them before beginning the bargaining.
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 9 Teams of negotiators often respond more competitively than do individuals. Be
alert to the possibility that contentious behavior will spiral and escalate the
conflict when teams of negotiators are involved. Internal conflict within a team
will greatly limit the likelihood of reaching agreement between the two parties.
Thus, try to minimize within-team conflict before between-group negotiations
start. Try to align the thinking on your own team by relying on pressure to obtain
compliance from members who are less attached to the group (out-group
members) and conciliation techniques for members who feel a greater sense of
group commitment.

 10 Early studies indicate that computer-mediated negotiations are less efficient,
more hostile, and more likely to lead to poorer outcomes than are face-to-face
negotiations, although considerable improvement results from repeated practice
trials. Thus, consider e-negotiations to be in an experimental stage and apply them
to conflicts of less importance and value, while working in a time frame that
allows considerable practice in order to improve skills (Carnevale and Pruitt,
1992).

Third-party Roles: the Manager as Mediator

In addition to being directly involved in conflicts with bosses, peers, outsiders, and
employees, managers also must contend with conflict situations in which they are
indirectly involved as third parties, such as the case where two employees from the
manager's work group are engaged in a dispute. How do managers respond in these
situations? Research by Sheppard (1984) indicates that they choose a third-party mode of
conflict resolution based on four criteria: (1) efficiency pertains to whether the action
taken will resolve the conflict with a minimal amount of resources, e.g., their time,
employees’ time, expense, etc.; (2) effectiveness deals with whether the action will insure
the conflict is solved well and remains solved – for example, using a mode of resolution
that involves listening to all parties’ views, and then brainstorming an appropriate
solution; (3) participant satisfaction refers to whether the action will insure that parties
are satisfied with the outcome, possibly by letting them present their views and then
inventing a solution that will satisfy both of them; and (4) fairness pertains to whether the
action will solve the dispute in a way that the parties believe is fair according to some
external standard. Research has shown that managers typically weight two of these
criteria – efficiency and effectiveness – higher than the other two in choosing the set of
actions they will take, and that this weighting encourages them to attempt to take control
of the conflict situation.

Building on earlier work examining parties’ satisfaction with conflict resolution as a
function of their control over the outcome and resolution process, Sheppard (1984)
proposed a fourfold classification system for the modes in which third parties, such as
managers, may intervene in conflicts. His system was based on high and low levels of
procedural and outcome control by the third party, and has been empirically tested in at
least two studies. The classification system and study results are shown in Table 25.2.

Effects of different intervention modes
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Subsequent research on the effects of mode usage suggests that a greater reliance on the
mediator mode might well enhance managers’ effectiveness in resolving third-party
conflicts. This research has shown that managers’ use of a particular mode has important
implications not only for the content of the resolution obtained but also for the disputing
parties’ perceptions of the fairness of the outcome and to the procedure used. Specifically,
Karambayya and Brett (1989) found that managers who used the inquisitorial, adversarial
or providing impetus/motivating modes tended to produce outcomes to the conflict that
favored one party over the other. Conversely, managers who used the mediator mode
tended to produce compromise outcomes that incorporated at least some of each party's
interests. Not surprisingly, employees were more satisfied when their interests were
either favored in the outcome, or when they experienced a compromise outcome. Further,
those who experienced the mediator mode of third-party resolution tended to perceive
that the conflict outcome, resolution process, and mediator were fairer than did those who
experienced other modes. The importance of parties’ fairness perceptions should not be
underestimated as they have been shown to impact the effectiveness of conflict resolution,
i.e., to strengthen the relationship between parties, and aid in preventing a recurrence of
the conflict (Karambayya, Brett, and Lytle, 1992). Thus, although managers show a
tendency to select modes of conflict resolution that allow them greater control over the
outcome implemented, in doing so they run the risk of producing solutions that
undermine the relationship between parties making it difficult for them to maintain the
conflict resolution achieved and to work together in the future.

Table 25.2 Managers' third-party conflict resolution modes

Source: Taken from Sheppard (1983)

1

Inquisitorial intervention (high process control/high outcome control). In this mode
managers actively control the discussion between parties, frequently directing what is
said, and they control the outcome by inventing and enforcing a solution that they
believe will meet both parties’ needs, much like an inquisitor or benevolent parent.
Sheppard and his colleagues (Sheppard, 1983; Lewicki and Sheppard, 1984) found that
the managers tend to use this method of intervention most frequently.

2

Adversarial intervention/judge (low process control/high outcome control). In this
mode, a manager decides how the conflict will be resolved and enforces the resolution
if needed. However, the manager does not try to actively control the process. Rather he
or she allows the parties to determine how they wish to present information about the
conflict, listens to the information presented, and then makes a decision. This style was
the second most frequent used by managers.

3

Providing impetus/motivating (low process control, low outcome control). For this
mode, a manager asks “What is going on here?” and then strongly signals the parties
that strong punishment will be forthcoming if they don't solve their own dispute. This
was the third most common mode of third-party intervention.

4

Mediation (high process control/low outcome control). In this mode a manager controls
the process through which parties reveal information about their conflict but does not
attempt to control the decision concerning how the conflict will be resolved. Mediation
was virtually unused by the managers studied.
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Why managers fail to use the mediation mode

Subsequent research has confirmed that intervention modes that provide managers with
greater control over the outcome of the conflict are more likely to be used in cases where
time pressures for settlement are severe and the settlement will have broad implications
for the resolution of other disputes in the work unit or organization. Other factors that
affect managers' tendency to take greater control of the mode of dispute resolution are
whether or not disputing parties will have to interact again in the future, whether the
manager possesses formal authority over the conflicting parties (i.e., their own employees
rather than peers), and whether the manager has limited experience supervising
employees (Lewicki and Sheppard, 1985; Karambayya et al., 1992).

Consistent with these findings, other researchers have argued that managers often
attribute the causes of conflict to the personalities of the parties, rather than to differing
goals or interests, and that they often assume it is their job to intervene in conflicts
quickly and directly. Both of these factors would be expected to discourage their
assumption of a mediating style of conflict resolution (Kolb, 1986; Kolb and Sheppard,
1987). Finally, it is also likely that managers don't rely on mediation to resolve third-
party conflicts, because they lack the basic skills set to do so. Consider what is known
about the types of behaviors that enhance the effectiveness of mediation.

Mediation behavior

Researching mediators across a variety of contexts, Kressel and Pruitt (1985) have
proposed and empirically confirmed three types of mediator behavior – reflexive,
contextual, and substantive interventions. This research also has identified an active
versus passive dimension that underlies the three types of behavior (Kressel and Pruitt,
1985; Lim and Carnevale, 1990).

Reflexive interventions are mediators’ attempts to make themselves into the most
effective tools of conflict intervention by orienting themselves to the conflict between
parties and by establishing ground rules on which their later behavior will be based.
These behaviors occur early in the mediation process and involve gaining entry to the
conflict, bonding with or gaining acceptance from both parties, and diagnosing the nature
of the conflict and the types of tactics that are likely to result in agreement. Whereas it is
commonly accepted that mediators must be neutral and disinterested in the conflicts of
the parties they assist, this does not appear to be as important as believed. In fact, many
times mediators are chosen because of their relationship with one party (e.g., labor
mediation) and thus, the assumption that they can influence its behavior, or because their
own interests are at stake in the conflict (e.g., international mediation) (Kressel and Pruitt,
1985).

Contextual interventions reflect mediators’ attempts to impact the climate and conditions
prevailing between parties and enable them to engage in problem-solving and to develop
their own solution. It is also used to help parties deal with internal constituencies whose
approval and support is critical to the success of their negotiation. Examples include
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communication facilitation, the diffusion of anger, the identification of important issues,
the structuring of an agenda, and the establishment of a joint fact-finding process.

Substantive interventions concern how the mediator deals directly with the issues in
conflict between the parties. They tend to occur later during the mediation process and
include the exploration of potential compromises, the suggestion of possible agreements,
and the assistance given to the parties in evaluating the pros and cons of various
proposals.

Active versus passive approach refers to mediators’ assertiveness or forcefulness in
enacting any of the three types of interventions. Considerable evidence indicates that
mediators often act assertively in disputes, particularly in the substantive domain. They
frequently exert considerable pressure on the parties to agree to specific proposals. Such
pressure is most likely to occur in cases where the mediator's own interests or values are
involved, very high levels of tension or hostility exist, and there are institutional
pressures on the mediator to avoid the high costs of litigation. Although the longer-term
effects are not known (e.g., what happens after settlement), several studies have found
that mediator assertiveness is positively associated with the incidence of settlement
versus stalemate (Kressel and Pruitt, 1985).

Other research by Lim and Carnevale (1990) has indicated that mediators’ use of various
interventions were differentially effective across conflict situations. However, with one
exception, tactics became more, rather than less, effective as the level of conflict
intensified. In this case, when a party experienced high levels of internal conflict during a
mediated conflict, both the use of contextual interventions intended to build trust between
parties and the application of substantive interventions intended to suggest potential
solutions were negatively related to the likelihood of settlement.

A summary of mediation principles and recommendations

To generalize several principles from managers’ use of third-party conflict resolution
modes at work:

 1 There is considerable evidence that managers generally choose modes of third-
party conflict resolution that allow them to control the conflict outcome or
solution and/or to motivate the parties to reach resolution through fear of
organizational sanctions.

 2 Managers’ tendency to rely on the inquisitorial, adversarial, and motivator
modes seems to intensify in situations where time is short, the conflict outcome
has implications for the rest of their unit or for the organization, and the disputing
parties will not have to work together in the future.

 3 The choice of a mediator mode of resolution has been found to yield many
favorable results, including conflict outcomes that are less one-sided and more
reflective of the interests of all parties, and greater perceptions of outcome,
process and mediator fairness, conflict process fairness, and mediator fairness.
These fairness perceptions, in turn, have favorable implications for the parties’
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acceptance of the agreed-upon outcome, the positive nature of their relationship,
and the likelihood of conflict recurrence.

 4 Managers interested in pursuing a mediation mode of conflict resolution should
practice the enacting of:
(a) reflexive interventions that increase each party's trust of the manager's fairness,
identify the underlying causes of the conflict, and select the types of behavior
most likely to result in settlement;
(b) contextual interventions that facilitate communication between parties, help to
diffuse anger and other intense emotions, assist in the identification of the most
important issues of dispute, structure an agenda that provides for the systematic
discussion of issues and incremental agreement, and develop unbiased processes
for locating information needed to resolve the conflict; and
(c) substantive interventions that actively propose solutions to the conflict that
may have escaped the attention of the parties while continually assuring the
parties that the choice of solutions is left up to them.

 5 When the conflict involves groups of employees who are experiencing internal
conflict, managers acting in the mediator mode should attempt to resolve the
internal dissension before directing contextual and substantive interventions at the
between-group conflict.

Exceptions to These Guidelines

There are definite exceptions to the recommendations provided within this chapter for
enhancing the effectiveness of managers’ negotiation and mediation skills. For
negotiations, the recommendations provided earlier were developed for parties who
rationally seek out solutions that will enhance and maintain their own interests. Where
conflicting parties act irrationally, showing little concern for important interests, perhaps
due to intense anger or latent hostility, drug or alcohol abuse, psychosis, or constraints
placed on them by their constituents, the recommendations provided earlier are likely to
prove much less effective. An example of this situation is provided in one of the case
illustrations that follows this section. In a similar vein, when negotiators hold different
principles, in particular those concerning what constitutes fairness in negotiation
procedures and outcomes, agreement will often not result from the recommendations
offered earlier. Instead parties often become hostile and rigid; unwilling to concede any
option that is acceptable to the other, and thus are unable to reach agreement (Pruitt et al.,
1991).

With respect to mediation, considerable research has found that mediation tends to be
more effective under moderate levels of conflict. As the conflict intensifies, the
probability that mediation will lead to an agreement diminishes rapidly (Kressel and
Pruitt, 1985). Similarly, mediation is likely to result in cooperation and agreement by the
involved parties only when they are motivated to bargain and resolve their conflict (Wall
and Blum, 1991). Finally, employees’ reactions to managers’ attempts to mediate
conflicts at work tend to be more positive when employees or peers are allowed some
time to resolve the conflict on their own, without mediation. Swift intervention by a
manager attempting to mediate a dispute between employees is likely to violate their
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sense of due process, and their perceptions of fairness, and subsequently, the longevity
and effectiveness of any agreement reached (Conlon and Fasolo, 1990). Having
examined some possible exceptions, it is time to further illustrate the application of the
concepts themselves through the use of several case studies.

Case Studies

Negotiating with irrational folks: the case of Jay Leno's agent

A splendid illustration of what happens when rational managers attempt to negotiate
conflicts with irrational parties is provided in the book, The Late Shift (1994), which
discusses the Letterman and Leno battle for late-night TV. According to the author, Bill
Carter, this negotiation was highly influenced by the persona of Leno's long-time agent,
Helen Kushnick. It was Helen who helped Jay, not initially liked or favored by NBC
Tonight Show host Johnny Carson, obtain an edge over Carson's preferred choice, David
Letterman. Realizing that NBC affiliate stations would have considerable influence in
any decision about a new host for the Tonight Show, Kushnick convinced Jay to conduct
several cross-country tours where he appeared live on many NBC affiliates and devoted
considerable time to building rapport with their owners and managers. The support of the
NBC affiliates, as well NBC executives' belief that Jay's personality and style of comedy
were better suited to a long-term run on NBC's Tonight Show than were David
Letterman's, ultimately clinched the deal for him. On May 16, 1991, Leno signed a
lucrative agreement making him host of the Tonight Show on the departure of Johnny
Carson. This contract also named Helen Kushnick as the executive producer on the show.

An understanding of the negotiations that unfold below requires some background on
Helen Kushnick's negotiation style, personality, and relationship with Jay Leno. Helen's
style was one of extreme contending. She had experienced much sadness during her adult
life, including the death of her only son, who died while still an infant as the result of an
AIDs-infected blood transfusion, the death of her husband from colon cancer, and her
own illness from breast cancer for which she was undergoing chemotherapy at the time of
the negotiations described here. On his deathbed, Jerry Kushnick, Helen's husband, asked
Jay Leno to take care of his wife and his 11-year-old daughter, a promise Jay made and
then repeated publicly at the funeral. According to her close associates, Helen's style
never faltered in the face of these overwhelming obstacles, it just became more intense.
As Carter noted, “She didn't become beaten or bowed; she just became more determined,
more driven, more ferociously focused than ever before” (Carter, 1994: 171). Angered by
Johnny Carson's rejection of Jay, Helen secretly started a rumor that NBC was going to
drop Carson for Jay, a rumor that caused incredible tension between the Network and
Carson for a period of time before his retirement.

Once Jay Leno took over as Tonight Show host in 1991, NBC executives were surprised
to find that he appeared stiff and uncomfortable in the host slot, without the spontaneity
and humor that had consistently characterized him as a guest. Many attributed this change
in style to Helen's influence on the show as executive producer. Angered by Carson's
rejection of Jay and his refusal to invite Jay to appear on any of the final shows before his
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retirement, Helen repeatedly rejected NBC executives’ request that Jay make a
complimentary statement about Carson and his career on Jay's first show. The absence of
such a statement was conspicuously noted in all the press given to Jay's opening and a
source of embarrassment to him and to NBC. Helen went on to attempt to choreograph
Jay's movements on the set, making them appear stiff and formal. She placed the blue-
collar comic in expensive designer suits, and erupted in a tirade of name-calling and
endless criticism of anyone who tried to question these changes. Soon her attacks
extended to Jay himself; she publicly and privately belittled him and attacked his comedy
and his intelligence. Jay never responded to the attacks or even appeared embarrassed by
them, but many on the Tonight Show felt their effects were apparent in his shaky
appearance on the set, particularly during the opening monologue. Further, Helen
undertook a bloodletting campaign to protect Jay from the competition by blacklisting the
signing of any guests who appeared on Arsenio Hall's show. Disliking Jerry Seinfeld, one
of Jay's closest friends, she denied his request to use the Tonight Show set and to
schedule a surprise guest appearance by Jay on Seinfeld's own show. For a time, she even
blacklisted Seinfeld himself, the host of one of NBC's most popular shows, from the
Tonight Show until NBC executive Warren Littlefield personally intervened.

Time and time again during this period, Helen ignored the pleas of NBC executives to
tone down her “winner take all” approach, belittling their entreaties to protect the
network's image and its long-term relationships with distinguished guests. Helen refused,
and intensified her destructive activities, confident that her hold on Leno would prevent
NBC from ever firing her, lest he leave the show as well. At first she was right. Ignoring
NBC's multiple requests that Helen be fired, Jay instead asked that the network simply
write out a list of what was acceptable for Helen to do and not do. Shortly afterward in
the middle of a meeting, the executives and Jay watched as Helen changed from a cool,
controlled rational person to a screaming, out-of-control rocking form, molded into a
lotus position. Warren Littlefield then told Leno that she was totally out of control and
had to go. Still Jay was reluctant to cut the 17-year bond between them and refused to
assure Littlefield that he would show up for work if Helen were fired. Finally, Jay learned
that Helen had started the rumor that NBC would replace Carson with Leno, a rumor he
had personally denied starting to Johnny Carson himself. His support for Helen began to
crumble and he signaled Littlefield that he would do the show, with or without Kushnick.
On Monday morning when Helen arrived for work, the network handed her a letter of
dismissal. Still Jay refused to support the action, issuing press releases that he supported
Ms. Kushnick. He hoped to duck the conflict until after that day's show was taped, but
Helen confronted him in his dressing room, raging and screaming so loud she could be
heard throughout the set. When these tactics failed to work, she came at Leno with
emotion, arguing that he had to quit the Tonight Show for Sarah, her daughter's sake. At
this point, even Jay had had enough. He broke a glass cover on his desk to stop the tirade,
refused to quit, and went on to display a dazzling performance on that night's show.
Helen stormed off the studio lot shortly after the filming began, leaving Jay's direction in
the hands of others. As soon as she left, NBC barred her from the set, posting little photos
of her at all the studio gates.



Helen Kushnick's behavior provides a perfect illustration of the way in which irrational
negotiators may use threats and intimidation to obtain their own way and ignore even
courteous entreaties from the other party to maintain a long and valued relationship.
Clearly unable to see the impact of her behavior on the interests that network held
supreme, Helen simply grew more and more confident that she could do whatever she
pleased, no matter how negatively it impacted her long-term interests or those of the
network, because of her power over Jay, the network's star. Time and time again, she
chose to satisfy short-term emotional needs, rather than to preserve the long-term
interests and relationship at stake. As shown here, neither principled nor contending
approaches tend to work with irrational negotiators. Instead a party caught up in this kind
of exchange is generally better off to find a strong BATNA, or satisfying alternative, and
exit the relationship without agreement.

The importance of ferreting out the other party's interests

Richard Shell, a negotiation professor at the Wharton School, tells the following story
about identifying the other party's interest in his book, Bargaining for Advantage (Shell,
1999). Shell quotes Ed Crutchfield, CEO of First Union Corporation, one of America's
fastest-growing banks. A negotiator who has conducted more than 80 acquisitions,
Crutchfield is credited with the following statement about how to prepare for a
negotiation: “You have to get outside your own wants and needs and learn all you can
about what is meaningful to the other person. And it is not always another billion dollars”
(Shell, 1999: 78). Crutchfield has a right to offer some advice, having recently made one
of the largest banking acquisitions, that of CoreStates Financial Corporation, for more
than $16 billion. Toward the end of a very long negotiation, he was struck with the
realization that CoreStates’ CEO, Terry Larsen, seemed more and more hesitant to
recommend the deal to his board. Larsen's growing hesitation was surprising, since
Crutchfield knew he had met most of Larsen's financial demands. He wondered what
could account for the holdup.

Remembering Larsen's reputation for initiating many investments in the Pennsylvania,
New Jersey, and Delaware areas of CoreStates' operations, Crutchfield finally put it
together. The issue had nothing to do with price. Rather Larsen was concerned that First
Union would abandon the community commitments that he had made. Such an action
would not only hurt the community but would also subject Larsen to the criticism that he
had sold out his community to make big bucks. Realizing the problem, Crutchfield was
aided in solving it by the fact that both banks shared a common value for providing
corporate support to worthwhile causes. He offered Larsen the opportunity to establish a
$100 million independent community foundation that would offer grants in the
CoreStates area after the acquisition. Although only one half of 1 percent of the full
purchase price, the foundation offer addressed Larsen's unsatisfied interest. He became an
advocate for the merger, recommending its approval to the board, which subsequently
accepted it.

The First Union–CoreStates negotiation illustrates a number of important principles of
negotiation. First, don't assume you know the other party's interests or that they will be
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negatively correlated with your own. Instead, work very hard to ferret them out. As the
old negotiation mantra states, “the other party is much more likely to give you what you
want in the negotiation when you give them what they want.” Of course your chances of
being able to satisfy deep-seated interests and forge a long-term relationship are higher
when the parties share common values, such as the importance of community service for
each of the two banks. Finally, never underestimate the power of intangible needs, such
as saving face, being treated fairly, or protecting one's principles. These needs, often the
easiest to satisfy if recognized, frequently derail many negotiations because parties
simply under-estimate their importance.
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We are living in a world in which the only constant is change. Companies must respond
to rapid changes in markets and technology if they are to survive and prosper. Senior
executives must, in turn, lead a process of change that develops employee dissatisfaction
with the status quo and realigns the organization as a total system with new business
realities.

Consider the case of Apple Computer (Beer and Gibbs, 1990). Founded by Steve Jobs
and Steve Wozniak in a garage in Silicon Valley in 1977, the company was the first to
develop and produce a personal computer. The Apple II and its successor the Macintosh
led the industry in technology, design, and user-friendliness. In 1980 the company had
virtually 100 percent of the market. It had grown 100 percent a year and was among the
fastest-growing companies in the world. In 1990 its revenues reached $5.5 billion and
employment reached 14,500. By 1997, however, the company's market share was down
to 3 percent and its revenues and number of employees were shrinking. It was also losing
money and had lost the race to dominate the personal computer market to Dell, Compaq,
and IBM.

Apple's dominance in the computer market declined despite the fact that in 1983 John
Scully, at the time president of PepsiCo, was brought in as Apple's new CEO to enable
the company to cope with new competitive realities. As we shall see throughout this
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chapter, Scully failed to lead organizational change. His task was to mobilize energy for
change by creating dissatisfaction with the status quo and then to realign the organization
with new competitive realities. This meant developing organizational behaviors Apple
did not possess. Though the company had talented and creative technical people it lacked
several other critical organizational behaviors which have been shown to be essential for
success in uncertain and rapidly changing environments (Lawrence and Lorsch, 1967; see
also Kotter and Heskett, 1992; Lawler, 1997).

Business performance has been shown to be associated with the following organizational
behaviors:1

 • Coordination between functions, businesses, and geographic regions around
businesses and/or customers is essential for speed of response to customer needs
and a cost-effective operation. Apple's individualistic culture and lack of cross-
functional teams made coordination between Marketing, Sales, and Research &
Development difficult. Consequently, the company failed to recognize and
respond to a rapidly growing business market that demanded new and lower-cost
products.

 • Commitment to customer needs and an economically successful business is
essential for any enterprise. Without that commitment employees’ interests are
not aligned with the purpose of the business. Apple's people were committed to
technical innovation not to meeting customer needs in a changing market. This
blinded them to the possibility that a less elegant and lower-cost technical solution
being introduced by competitors (low-cost PCs with a DOS operating system)
might succeed.

 • Competence in the function most critical to success, and in management and
leadership are both essential. Some companies rely on selling or distribution for
success. Others rely on merchandizing. Still others may rely on technical skills in
research and development. Apple's historic success was based on technical
innovation and it needed to sustain this capability. The company lacked, however,
managerial and leadership capability at every level. As a result of its rapid growth
technically excellent people without managerial and leadership skills that take
time to develop were promoted to key positions.

 • Communication that engages people and groups in honest dialogue is essential
in an uncertain and rapidly changing environment. It enables an airing of
differences and leads to a resolution of conflicting views. This in turn ensures
good decisions. For this trust and skills in dialogue are needed. Top management
must communicate to lower levels its intended direction and lower levels must
feel free to communicate to top management if they believe the direction is
flawed or organizational barriers exist to successful implementation. At Apple
lower-level managers that saw the need for lower-cost computers were ignored.
Similarly differences between key functions – at Apple Research & Development
(R&D) and Marketing – were never discussed in a way that would enable R&D to
understand threats Marketing perceived.

 • Creativity and innovation in both technical and administrative matters is
essential for a business to retain its competitive edge. Apple succeeded largely on
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the basis of its creativity and innovation in technology. But it lacked the capacity
to innovate and change its approaches to organizing and managing people,
something that was essential if it was going to succeed in a changing marketplace.

Leading organizational change is about defining a new strategic direction for the business
and then developing those organizational behaviors required to implement the new
direction. Of course, implementing the new direction typically also leads to redefinition
of direction as the organization learns through the process of implementation what works
and what doesn't work. That is why the behaviors above, particularly open
communication and creativity, are also essential to the capacity of the organization to
adapt and renew itself. The effectiveness of an effort to lead change should be judged by
the extent to which it develops the behaviors needed to implement the new direction, and
the extent to which it develops the capacity of the organization to renew itself in the
future.

The story of Apple illustrates the tendency of all organizations to develop inertia in the
face of success. Why does this happen to organizations? What are the essential principles
of organizational change that leaders in John Scully's position must follow if, unlike
Scully, they are to overcome the natural tendency of organizations to maintain the status
quo?

Basic Facts about Organizational Behavior and Change

This section presents basic facts managers must understand about organizational behavior
and change if they are to succeed in the difficult task of leading change. They explain
why organizations resist change and what is needed to change them. (Beer Eisenstat, and
Spector, 1990; Katz and Kahn, 1978; Pfeffer, 1997; Schein, 1990).

Organizations are complex open systems

A variety of organizational facets – structure, human resource policies, management
processes, values and skills of people, and the leadership behavior of top management –
conspire to produce an organization's distinctive pattern of behavior. These facets are
interdependent and are continuously engaged in a process of mutual adaptation to achieve
“fit” or congruence with the organization's chosen strategy (Lawrence and Lorsch, 1967).
By an open system we mean that the organization is subject to influence by the external
environment, largely through the influence of markets, society and/or the larger corporate
organization (if the organization is a sub-unit of a larger corporation).

Figure 26.1 illustrates the key dimensions that must fit together for an organization to be
effective. It suggests that organizational behavior is shaped by four forces – the
organization's environment and the emergent strategic task the organization must manage
to succeed, the organization's design, the people selected and promoted and the behavior
of leaders and their top team. Organizations naturally evolve toward an equilibrium state
in which these elements fit tightly. In the short term fit leads to organizational
effectiveness. The organization has developed certain behaviors required for its success
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and has developed leadership behavior, structures and systems to cause these behaviors
consistently. When the environment changes and places new demands on the
organization realignment and change is required, however.

Implicit in this formulation is a contingency perspective. It holds that the best way to
organize and manage people depends on the nature of situation (Lawrence and Lorsch,
1967). We know for example that the optimal structure of an organization depends on the
nature of the environment and strategy (Nadler and Tushman, 1988). At the same time
there is growing evidence that sustainable advantage depends on organizing and
managing people around a set of values and principles including the use of teams,
collaboration, egalitarianism, training and development for employees, and open
communication (Pfeffer, 1998). The five Cs listed above reflect these findings.

Organizational alignment develops a distinctive and persistent culture

Culture is defined as the assumptions, beliefs, and resultant behavior leaders invent or
discover to solve problems in the external and internal environment. It is what these
leaders teach new members as the correct way of perceiving, thinking, and acting to solve
problems (Schein, 1990). The tendency of managers to attract, select, and promote people
based on how similar they are to those already in the organization increases the strength
of the culture (Schneider, 1994). Under the leadership of its founder Steve Jobs Apple
Computer attracted, selected, and promoted employees who were individualistic and
committed to elegant technology. This created a strong culture that demanded conformity
to these values and eschewed more pragmatic business considerations.

Figure 26.1 Organizational alignment model
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That companies develop a persistent culture and have difficulty in adapting is evident in
the survival rate of companies. A substantial number of the Fortune 500 companies 20
years ago – Gulf Oil, Digital Equipment, International Harvester, Scott Paper, US Steel,
and Westinghouse – no longer exist.

Organizations vary in the strength of their culture, however. Moreover, sub-cultures
typically exist in various parts and sub-units of the organization. Organization change
involves confronting the persistent pattern of behavior that is blocking the organization
from higher performance, diagnosing its consequences, and identifying the underlying
assumptions and values that have created it.

Organizational behavior is resistant to change

Fundamental organizational change calls into question existing patterns of management –
the authority, decision rights, and values of existing managers and departments. When a
changing environment threatens an organization's capacity to survive, top management is
challenged to redefine how it will compete. It must define new objectives and a new
strategic task. It should not be surprising that making these changes is painful. Key
members of the organization will experience psychological losses (Beer, 1991). Their
power and status may diminish. Past relationships may be disrupted. New skills may be
required threatening employees’ sense of competence and self-esteem as well as their
careers and job security. The perception of these potential losses leads to resistance. For
example, Research & Development – the technical function at Apple Computer – stood to
lose some of its influence in designing products if Apple were to compete more
aggressively in selling personal computers to the business market. Consequently careers,
self-esteem, and the very sense of identity and meaning technical people derived from
work were also threatened.

All human beings employ emotional and cognitive processes to defend themselves
against threat (Argyris and Schon, 1996; Lawrence, 1998). Moreover, people make sense
of past behaviors by forming beliefs that rationalize them and by escalating commitment
to them. These human characteristics prevent managers from learning that their actual
behavior – their theory in action – is inconsistent with their stated aspiration – their
espoused theory. These human characteristics cause organizational policies, management
practices, and leadership behavior and style to persist in the face of new realities unless
skills and norms of inquiry and constructive conflict resolution are developed (Argyris
and Schon, 1996; Lawrence and Lorsch, 1967). All attempts to change organizations
must overcome defensiveness of individuals and groups, cause learning to occur, or result
in the replacement of individuals not capable of learning. Effective change efforts attempt
to maximize the amount of learning and minimize the need for replacement. This enables
the organization to retain the wealth of company-specific knowledge about customers,
products, and technology that is lost when key people are replaced.

Substantial evidence exists that many efforts to change organizations do not succeed in
making a fundamental transformation in organizational culture (Beer et al., 1990;
Schaffer, 1988; Hall, Rosenthal and Wade, 1993). They produce only superficial change
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due to the fact that underlying assumptions and beliefs about the business and how it
should be managed are not confronted. These change efforts are characterized by wave
after wave of programs – education and training initiatives for all employees, continuous
changes in structure, the development of mission and value statements, or initiatives such
re-engineering and total quality management.

Consider a large industrial enterprise whose financial performance lagged the industry.
Management felt that the cause was the ineffectiveness of its managers. With the help of
a new senior human resource executive hired from a company known for its best human
resource practices a four-week management education program was launched in an effort
to change the company. The program's faculty was world class and the content highly
relevant, including a module on competition and strategy, organizational effectiveness,
leadership, and interpersonal skills. The last module of the program involved participants
working on analyzing and making recommendations to top management about an
important corporate problem. Participants were so enthusiastic about the potential of the
program for changing the company that they asked top management to go through the
program. They were certain that if the company were to adopt the ways of thinking and
doing embedded in the program the corporation would regain its competitive edge. Top
management agreed to go through the program. Despite the enthusiasm of all parties
involved in the program (faculty, students, and top management) three years later top
management and managers who went through the program indicated in interviews and
surveys that very little change had occurred in the company's pattern of management.

John Scully's efforts to change Apple Computer also suffered from programmatic change,
thereby delaying a dialogue about the real underlying problems. During a five-year
period Scully changed the organization's structure four times. Apple's strategy did not
change, however. Neither did organizational behaviors such as coordination between
Marketing, Sales, and R&D and communication between top management and lower
levels.

Programs fail because the top management team has delegated the task of change to a
staff group or consultants. In this way they avoid the difficult task of confronting the
underlying causes of the problems faced by the firm. These are often connected to their
own assumptions and beliefs about the nature of the business and the best means for
organizing and managing people. It is far easier for a CEO to obtain agreement from key
people to a program or initiative than it is to breach defenses that block learning about
deeper underlying problems. This requires leadership – the hard work of developing
commitment to change and making difficult decisions about people who will not or
cannot change.

Forces for organizational change: dissatisfaction and leadership

Given the natural tendency of all management to defend the past and resist change, it has
been observed that change does not seem to occur unless a sense of urgency exists among
the organization's leaders (Kotter, 1997). This does not typically occur unless they
become highly dissatisfied with the status quo (Beer, 1991). Dissatisfaction with the
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status quo arises naturally as a result of a variety of problems that threaten the firm's
capacity to sustain its performance. Financial losses, a long and protracted decline in
stock price, shrinking market share, loss of a major customer, high employee turnover or
a union strike are all forces that can bring management to a realization that change is
needed. The more severe the crisis the higher the dissatisfaction with the status quo and
the more energy will be released to take action. And it takes enormous amounts of human
energy to confront entrenched assumptions and practices.

Severe problems may not be enough, however. As we saw in the case of Apple Computer,
management was able to ignore dramatic changes in their markets and a shrinking market
share. The missing ingredient was leadership (Kotter, 1997). John Scully was unable to
mobilize the commitment to change of key people, particularly his top team. He lacked
the courage to engage people in a dialogue about historic assumptions, practices, and
norms of behavior. Change leaders, it has been found, possess the capacity to confront
difficult issues. Indeed, companies that succeed in transforming themselves appear to do
so as a result of changes in their top team (Virany et al., 1992). Leaders, typically new
leaders, develop a top management team that is like-minded about the need for and the
direction of change (Beer and Eisenstat, 1996a). A united and effective top team results
in consistent action across all parts of the organization. Without this, lower-level
employees perceive an inconsistency between the new direction espoused by top
management and their actual behavior. This raises doubts about top management's
commitment and makes it unlikely that commitment to change at lower levels will
develop.

Consistency between means and ends

There is great variation in the consistency between ends and means chosen by leaders. To
the extent that the means contradict the values and practices leaders intend to embed in
the future organizational state, people question management's true commitment to the
values and practices they espouse. Trust between leaders and lower-level people declines.
Lowered trust makes it more difficult for leaders to engage people and mobilize
commitment to change.

Leaders who intend to develop high-performance organizations characterized by the
behavior and practices discussed above (good coordination and teamwork, high creativity,
open communication, high commitment, and good interpersonal and leadership skills) are
not successful unless they involve people in the change process (Beer et al., 1990).
Contradictions between words and deeds are inevitable, of course, in any complex
organizational change process. But a strong bias towards involvement appears to be
necessary. Just as importantly, management's willingness and skills in encouraging lower
levels to raise issues of inconsistency between their (management's) words and their
actions builds the trust and partnership with lower levels high-performance organizations
typically embody.
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How to Lead Change: Seven Sub-principles for
Successful Change

The dynamics of organizational behavior and change discussed above translate into seven
steps a general manager must take to lead change in his or her organization. These steps
assume that the leader is dissatisfied with the status quo and feels that change is needed to
cope with new competitive realities. Effective leaders are always on the look-out for
discontinuities in the organization's environment says Andrew Grove, CEO of Intel. His
book Only the paranoid survive (Grove, 1996) captures well the need for constant
vigilance.

Unfortunately incumbent top managers are often slow to recognize the need for change
and/or are too timid in confronting managers and workers below them with the need for
change. Under these circumstances change cannot take place until the leader is replaced.
The price of not being vigilant can be seen in statistics for CEO tenure. Average CEO
tenure in 1999 is just about half of what it was in 1990, 5.5 versus 10.5 years. Leaders
who are not dissatisfied with the status quo are removed so significant organizational
change can occur. Even new managers, however, can fail to manage change if they do not
understand and/or are unskillful in leading change. As a new CEO John Scully had nine
years to change Apple Computer. He failed because he did not take the steps outlined
below.

1 Mobilize energy for change

Energy for change must be mobilized in the top management team. It is mobilized by
creating dissatisfaction with the status quo as was noted above. The following three
actions can mobilize energy for change.

 • Demanding improved performance and behavior. Leaders can energize
organizational members by articulating demanding goals and standards for
behavior. When Jack Welch took over General Electric in the early 1980s he told
all business unit managers that they had to get their business units to be number 1
or 2 in their industries or the business would be sold. Stan Mahalik, Executive
Vice-President for Manufacturing at Goodyear Tire and Rubber, energized his
100 plant managers around the world to change their operations by telling them
that unless their tires met certain quality standards they would become scrap. This
energized them to search for new technology and management approaches. Percy
Barnevik, CEO of ABB, articulated new performance goals and behavioral
standards at a world-wide meeting of the top 500 executives in the company
within weeks of a merger that formed the company. With regard to behavior,
taking action even if it is wrong, he said, is better then not taking action at all.

 • Exposing the top team and employees to feedback. A general manager who is
dissatisfied with the status quo has come by this view through awareness of low
quality, high cost, poor profits, dissatisfied customers or unhappy shareholders.
Exposing managers and workers to this information through presentations as well
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as direct experience is a powerful way to unleash energy for change. When Louis
Gerstner took over IBM after it had fallen on hard times in the early 1990s he
asked all top executives to visit at least one customer a month. These visits gave
them new insights into what was happening in the industry and how IBM needed
to respond. Staff groups in corporations have been energized to become more
effective when they have been exposed to feedback from line organizations they
serve. Manufacturing plant managers faced with a resistant workforce and union
have taken workers and union leaders on trips to see customers, displayed
competitive products in the lobby of the building, and informed employees about
the plant's financial performance through presentations and display of information
on bulletin boards.

 • Exposing employees to model organizations. Exposing managers and lower
levels to radically different practices in other companies or within the same
company can unleash energy. This has been referred to as benchmarking best
practice. A visit to an innovative team-based manufacturing plant unleashed
energy in managers, workers, and union leaders to transform Navigation Products,
their business unit, to a similar model of management, one that promised to
improve coordination across functions, build trust, and improve communication
(Beer et al., 1990). In the early 1980s the automobile companies sent managers by
the hundreds to Japan to learn about manufacturing methods that gave Japanese
manufacturers a significant edge in quality.

2 Develop a new compelling direction

Feedback and information is not enough. A new direction must be developed. To develop
this direction, change leaders orchestrate a series of discussions in their management
team to develop an understanding of what this information means for change in the
company's direction. Exactly how successful is the organization being in its product or
service offering? Why is it not successful? What is the implication for the future survival
and success of our organization? What should be the new objective and strategy and what
are the implied priorities? Discussing these questions in the light of the feedback and data
to which managers have been exposed can lead to a new understanding and sense of
urgency.

Jerry Simpson, general manager of Navigation Products, held a series of meetings with
his top team that led them to defining new and ambitious goals for the business and a new
direction (Beer et al., 1990). A study of 25 business units undergoing change found that
units that had changed the most were more likely than lagging units to have established a
clear and broadly understood link between business problems and the need for change
(Beer et al., 1990). Making the link is what makes the new direction compelling to
members of the organization. It is quite important that the whole top team be involved in
the formulation of the new objectives and strategy. This builds the commitment needed to
implement the new direction.

Moreover, the general manager or CEO can use the work of developing a new direction
to develop their top team's effectiveness. Research shows that effective strategy
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formulation and implementation depends on top team effectiveness (Eisenhardt, 1989;
Beer and Eisenstat, 1996a). Team effectiveness is developed through encouraging new
behavior, coaching and if needed replacement of those key executives who do not play a
constructive role in the team and/or do not become committed to the new direction.

3 Identify organizational barriers to implementing the new direction

Often the resistance to change is at the highest levels of the company. Hierarchy insulates
top management teams from the effects of their behavior and policies. Exposing top
management to feedback about what employees perceive as barriers to implementing a
new strategy further creates dissatisfaction and identifies what changes in organization
and behavior are needed to implement the new strategy. John Scully began his belated
and therefore unsuccessful effort to change Apple Computer after an attitude survey
showed strong negative sentiments in the company about the lack of strategic clarity and
problems with top management's leadership.

Beer and Eisenstat (1996a) asked top teams, as part of a planned effort to develop an
organization capable of strategy implementation, to appoint tasks forces of eight of their
best employees. Task force members interviewed organizational members one or two
levels below the top about barriers to strategy implementation. Task forces then fed back
their findings to top teams using a carefully crafted process that enabled the task force to
be honest and management to be non-defensive. Six barriers were consistently identified
across many organizations. They were:

 • unclear strategy and conflicting priorities
 • an ineffective top team
 • a general manager who was either too autocratic or too laissez-faire (not

confronting problems)
 • poor coordination
 • poor vertical communication
 • inadequate leadership and management and its development at lower levels.

Because these barriers were known to everyone but were not discussible Beer and
Eisenstat called them the “silent killers.” Like hypertension, they can cause an
organizational heart attack – organizational failures in implementing strategy. Until a
commitment is developed by top teams to overcome the fundamental management
problems represented by the silent killers it is unlikely that a new strategic direction can
be implemented. Many change initiatives fail because underlying management problems
are not confronted and overcome. Change leaders should, therefore, make an effort to
collect data about barriers perceived by lower levels so plans for change can incorporate
their voice about leadership and management problems. Efforts to change organizations
without this step lead to cynicism and low commitment. Of course, this requires top
managers to be open to learning about their own role in the organization's performance
problems. If this does not happen, as it often does not, a new general manager or CEO is
appointed when these problems begin to affect performance in a significant way.
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4 Develop a task-aligned vision

Having heard the voice of lower-level employees regarding barriers to achieving the new
strategic direction, the top team must work together to fashion a vision of the
organization's future state. They will have to envision how the elements in the
organizational model presented in figure 26.1 will need to change to enable a change in
organizational behavior. The following questions will have to be answered.

 • How should the organization be redesigned to ensure the appropriate
coordination between functions that must work together to implement the
strategic task defined in step 2 above? Redesign of the organization will include
changes in structure and business systems. These changes are intended to change
roles, responsibilities, and relationships so that the new strategy can be
implemented. For example, business, customer or product and project teams may
be created.

 • How will the top team's own leadership behavior change to enable the new
organization to function effectively? These changes may include modification in
the CEO's style or changes in the frequency and focus of top management
meetings and work. For example, Ray Gilmartin, CEO of Becton Dickinson,
received feedback from an employee task force that he too closely supervised the
corporate strategic planning process and that there were too many meetings. He
responded by delegating more responsibility to his sector presidents and changing
the focus and content of his top team's management work (Beer and Williamson,
1991).

 • What changes in people's skills will be needed to make the new organization
work? Changes in human resource policies and practices will be needed to ensure
that the right people with the right skills occupy the new roles designated by the
reorganization.

5 Communicate and involve people in implementation

The new organizational vision has to be communicated to the whole organization. People
in the organization should be told why a new strategy is needed and how the new
organizational arrangements will help shape new behavior and better performance.
Articulating the links between new competitive realities and the new organization will
enable people to commit to the changes.

Consider what Don Rogers, the general manager of the Electronic Products A Division at
Allentown Materials Corporation did in this regard (Beer, 1998). Rogers's top team had
just decided to implement cross-functional new product development teams to enhance
product development success, a strategic imperative for them to compete in their industry.
Rogers and his whole top team visited 13 locations over a two-month period to
communicate with every salaried employee how the new organization would work and
why they were adopting it. The why included telling all employees about competitive
problems that led to change and organizational barriers that had been uncovered through
a survey and diagnosis of the division. Communication was two-way. After Rogers and

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627#f1
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627#b13
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627#b13
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627#b4


his team presented their change plan employees met in small groups to discuss what they
heard. They then assembled to raise questions and challenge management. A dialogue
between top and bottom is essential for top management to learn about potential
problems they will encounter in implementation so that they can make changes in their
action plans accordingly. And that dialogue must be continuous and ongoing for change
to succeed.

6 Support behavior change

After the new organization is implemented employees, particularly those whose roles and
responsibilities have been most impacted by the organizational changes, will need
support to develop needed skills and attitudes. This is often done through consultants who
coach individuals and teams. It can also be done through training and education programs.
In the Electronic Products Division mentioned above, consultants sat in on all team
meetings for the first six months and coached the teams and their leaders in how to work
in these new, unfamiliar arrangements. Moreover, consultants brought together key
managers in pairs of departments whose relationships were blocking coordination, and
facilitated a discussion that led to improvements. The purpose was to change the climate
within which teams were operating, thereby increasing the probability of their success.

7 Monitor progress and make further changes

Organizational change is an action learning process. As the new organizational
arrangements are enacted much is learned about how to modify structure, systems,
policies and practices, and behavior to achieve intended results. Top and lower-level
managers discover how to carry out their new roles and responsibilities and gain insights
into how their own styles and skills need to be changed. Those who cannot adapt decide
to leave on their own or are asked to leave. As time goes on the organization begins to
function more effectively and this is translated into better performance. Should
performance not improve the change cycle must begin again with steps 1 to 7.

Orchestrating Corporate-wide Strategic Change

A large organization is typically made up of many interdependent units. Leading change
is the responsibility of unit leaders at every level. Corporate-wide change requires top
management to play two roles (Beer et al., 1990; Ghoshal and Bartlett, in press). They
must lead a change process within the top management unit. This process would define
how the corporate whole will coordinate the activities of the corporation's many
independent sub-units to achieve the wider purpose of the corporation. Corporate leaders
also orchestrate a process which encourages leaders in each of the corporation's sub-units
to lead their own task alignment process. It is their role to orchestrate the diffusion of
managerial innovations in leading units through conferences, visits to leading-edge units,
and, most importantly, through the transfer of successful leaders from leading-edge to
lagging units (Beer et al., 1990).
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Where should corporate-wide change start? Sometimes unit change comes about
naturally at the periphery, in businesses and manufacturing facilities far from
headquarters and/or in business units offering quite different products or services from
the parent. It is in these units that managers are faced with different competitive demands
and/or have the freedom to innovate and lead change. Under these circumstances changes
are only adopted by other organizational sub-units if top management actively works to
move the innovations and the managers who led them to other parts of the large company
(Beer et al., 1990; Walton, 1987).

Clearly, corporate-wide change will occur much more quickly if top management has
conviction that change is needed. Top management's role is to encourage, even demand,
that managers of independent business units, manufacturing plants, retail stores, or
country organizations (in global companies), lead change in their units (Beer et al., 1990;
Ghoshal and Bartlett, in press). It is not to drive change through corporate staff and
consultant led programs. As discussed earlier these will fail to mobilize energy and
leadership at the unit level needed for change to succeed. Moreover, corporate programs
prevent top management from discovering who of their unit managers are effective
leaders.

Examples of Organizational Change

We will first summarize briefly the case of Apple Computer used throughout this chapter
to illustrate an unsuccessful effort to lead change. We then review two successful change
efforts.

Apple Computer: a case of failure

John Scully did not restore Apple to its former dominant market position. He was unable
to develop sufficient dissatisfaction with the status quo to produce the energy needed for
change. He never created a top team capable of agreeing on Apple's new strategic
direction. As late as 1988 he appointed to a key top management position an executive
whose strategic vision was diametrically opposite to one that Apple had to take to cope
with new competitive realities. His inclination to avoid conflict prevented him from
confronting key strategic issues. And he never led a change process that enabled his top
team to discover and discuss the silent killers that blocked them from defining a new
compelling direction, redesigning Apple's organization and selecting new managers
suited to the new direction. Consequently shareholders, customers, and employees failed
to derive the value (stock price, lower-cost products, and career opportunities
respectively) that a successful enterprise would otherwise have yielded.

Hewlett Packard's Santa Rosa Systems Division (HP/SRSD): successful unitlevel
change

The Hewlett Packard Santa Rosa Systems Division is a case of successful change at the
unit level but failure by top management to spread innovation to other units (Beer and
Rogers, 1997). In 1992 HP/SRSD was formed to manage and grow a new measurement
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systems business for HP. By 1994 the division was experiencing many problems and its
performance did not meet HP's top management's expectations. There were numerous
reasons for this. The division had organized itself and was being managed in a manner
similar to HP's traditional test and measurement business. Yet the systems business was
significantly different, particularly with respect to the need to customize systems. The
mismatch between the traditional approach to organizing and managing and the demands
of a very different business environment and strategy created many tensions between
functions and between the top team and the remainder of the organization.

Data collected by a task force of the division's best employees revealed that the six silent
killers described above were blocking organizational effectiveness. Employees perceived
the general manager's style was laissez-faire. He was not engaging his top team in a
discussion of conflicting strategies and priorities perceived by lower levels. Consequently
coordination between several functions essential for successful execution of two
interdependent strategies was not occurring. Section managers in R&D who had been
assigned to lead cross-functional teams were ineffective in gaining consensus in their
teams. And, while everyone in the division knew of these problems and complained
about them to each other in private conversations, they could not feed back their
perceptions to the division manager and his staff. The division manager and his staff were
also aware of tensions and knew the division was failing, but never openly discussed
these problems.

With the encouragement of his human resource executive, the division manager hired an
external consultant, who, using a process called Organizational Fitness Profiling (Beer
and Eisenstat, 1996b), helped the top team go through a task alignment process that
surfaced these issues for discussion and diagnosis. The top team identified their own
ineffectiveness as a team, the general manager's style, and the structure and the roles and
responsibilities assigned to functions and cross-functional teams as the root of poor
coordination and performance. In that same meeting they agreed on a change in structure,
defined new roles for key people and teams in the structure, and created new ground rules
for how the top team would operate and how decisions would be made.

Data collected a year later by the same task force and an employee survey showed
significant improvement though some issues persisted. Sales had tripled and profits went
up 250 percent. While the division's management attributed some of the improvements in
the division's performance to an upturn in the market they served, they felt that they
would not have been able to take advantage of market demand without the changes in
organizing and managing they had made. The division manager and his team also decided
to lead a task alignment process once a year as a way of fostering continuous change.
Four years later HP's top management felt that SRSD, which had lagged its sister
divisions in performance and effectiveness, was now a model to which other divisions
could look. Division management had successfully led change.

Unfortunately, however, top management failed in its role of orchestrating strategic
change throughout the larger organization. They did not do anything to actively spread to
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other divisions innovations in organizing and managing or the unique task alignment
process used by HP/SRSD to improve its performance.

ASDA: successful corporate-wide strategic change

In contrast, ASDA, a UK grocery chain, offers an example of excellent top management
leadership of strategic change (Beer and Weber, 1998). With the company £1.5 billion in
debt and near bankruptcy, Archie Norman was appointed as CEO to turn it around. Upon
arriving in December 1991, he met with his top team and quickly resolved to make
changes in some people at the top. He also announced that while he did not have any
preconceived ideas about what the problems were or how to solve them, he would insist
on debate and transparency. He also announced that a “renewal store” would be identified
where managers would be given license to innovate in the retail proposition, the physical
space, and in the way people were organized and managed. He promptly began an
assessment of the company's situation by making unannounced visits to many of the
company's 200 stores. There he talked to lower-level workers and store management
asking them to tell him about barriers to store performance. They quickly informed him
that for years headquarters, particularly the Trading (purchasing) Department, had not
been listening to stores about what products the stores thought would sell.

Within months he began to reshape the way the top team worked together and in the way
the Trading Department at corporate headquarters communicated with and treated the
stores. He told everyone that stores were to be “loved” and listened to. He established
multiple mechanisms for communication between headquarters and the stores, and
between store management and customers and employees. Within nine months a totally
new approach to retailing and organizing and managing a store was created in the
“renewal store” by the store manager and his top team working with a corporate cross-
functional team. Sales increased immediately, as did morale. Over a five-year period
virtually every store in the company had gone through the renewal process. Sales and
profits not only improved, but also improved at a faster rate than its competitors. By 1998
the stock price had multiplied eightfold.

The success of the renewal program – the heart of the change effort – rested on top
management's recognition that it had to spread innovation in the first renewal store to all
200 stores. What enabled this to happen was top management's decision to withhold
financial resources for a given store's renewal until its management had exhibited the
behavior and values of teamwork, delegation, and communication top management
thought were critical to store performance. In effect they were assessing the extent to
which each store's management had turned “silent killers” into organizational and
managerial strengths. In stores where this did not happen quickly enough they replaced
the store manager. Six years after the change effort began over 50 percent of store
managers had been replaced with leaders who would and could lead store renewal.

How Universal are these Change Guidelines?
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So long as the objectives of organizational change are the development of organizational
capabilities for sustained competitive advantage over time, the principles and guidelines
offered in this chapter hold. If, however, the objective is to enhance shareholder value
without regard to developing organizational capability for the long term, management is
not advised to follow these guidelines. They are much more likely to succeed with these
short-term objectives by drastic restructuring, cost reductions, and layoffs. Considerable
evidence exists that such steps enhance the stock price of companies in the short term.
This is precisely what A1 Dunlap did in just a few years as CEO of Scott Paper. What
was not downsized was sold. The company no longer exists today.

There are, of course, many instances where top management wants to build
organizational capability for the long term but the company's performance is so poor that
drastic steps have to be taken to reduce costs in the short run. Under these circumstances
there are two options (Beer and Nohria, in press). The first option is to phase the change
process so that cost reduction and layoffs come first, followed by the action steps
outlined in this chapter. That is what Jack Welch did at General Electric with great
success. The second option is to press forward with both cost reduction and layoffs while
also following the guidelines in this chapter for a change process that builds
organizational capability. There is evidence that such a dual strategy, cost reduction and
investment in building organizational capability, can lead to successful change (Beer et
al., 1990). Companies that emphasized cost reduction at the expense of the steps
described here did not successfully change their culture. The case of ASDA, discussed
above, is another example.

Embedded in the change process recommended here is an assumption that leaders value
excellence, people, involvement, teamwork, and learning, including learning about
themselves. Autocratic, controlling, and defensive leaders are unlikely to be able to
implement the action steps described above. These steps require a commitment to
building organizational capability, organizational learning, and to empowering leaders
throughout the organization to lead change in their sub-units. The somewhat slower pace
of capability-building change demands that leaders buy time by managing expectations of
capital markets. Again, the case of ASDA described above is an excellent example of
what can be done in this regard. Archie Norman told financial analysts and stockholders
that they could not expect to see improvements in financial performance for three years.

Conclusion

Organizations are complex systems normally resistant to change. Multiple facets of the
organization – its design, its leadership, and its people – become tightly aligned with the
historic strategy of the organization. This tight alignment leads to a distinctive and
persistent pattern of behavior resistant to change. Resistance is caused by fear that change
will result in losses of power, status, esteem, and position. Fear leads to defensiveness
and the inability to consider new alternatives and to learn about what has to change.

Organizations change when leaders use environmental pressures, poor performance or the
prospect of poor performance, to develop dissatisfaction with the status quo. When

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627#b8
http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506627#b8


people realize that the organization's future is endangered, energy for change is released.
Successful change managers lead a process that approximates the seven steps described
in this chapter. They mobilize energy for change, develop a new compelling direction,
identify organizational barriers to implementing the new strategy, develop a task-aligned
vision of how the organization will operate in the future, communicate the vision and
involve people, support behavior change through coaching, and continuously monitor
change.

In large multi-unit corporations the responsibility for change lies with leaders at every
level, not just with corporate top management. Top management's responsibility is to
demand that unit managers lead change consistent with the competitive task faced by
their unit. They then spread change to all parts of the larger organization through transfer
of managers from leading-edge to lagging units. They also lead change in the top
management unit. Change can start anywhere, but will be slow to spread unless top
management creates a context that encourages change in sub-units.

The capacity to lead an organization through change is increasingly important as the pace
of competition and change increases. Effective change management enhances
organizational performance, economic value, and organizational effectiveness needed in
the long run. Managers who do not recognize the need for change or lack skills to lead it
will ultimately be replaced as the performance of their organization lags expectations.

1 The term behavior incoporates the description of actual behaviors as well as the
description of attitudes and skills that are proxies for behavior.
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Our meta-principle has two parts. First, men and women experience work and family
roles differently, specifically with respect to career advancement, behavioral and
psychological involvement in roles, role stress, and coping with the work-family interface.
Second, in order to promote equal opportunity for men and women, people need to
recognize that these differences exist.

We develop this meta-principle first by defining terms and presenting a model. We argue
that gender differences in the experience of work and family stem from different
opportunity structures for men and women that are manifest in work structures, sex
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typing of jobs, family structures, and gender role socialization. Our model of opportunity
structures provides an explanation for why gender differences exist in men and women's
experience of work and family and identifies levers for change, which over time may
contribute to equal opportunities for men and women in work and family. We should
point out however that some of these levers (for example, work structures) may be easier
to change than others (for example, gender role socialization).

Our principle is directed to young men and women entering the workforce who seek to
shape their own work and family opportunities. It is directed to managers who have the
opportunity to make policy that affects work structure and sex-typing of jobs and to make
decisions that affect individual employees. It is directed to representatives of government,
social, and religious institutions that have the opportunity to make social policy that
affects work structures, sex-typing of jobs, family structures, and gender role
socialization. And it is directed to the men and women currently in the workforce who
have the ambition to push the boundaries of societal expectations about the experience of
work and family roles.

Definitions

Work is instrumental activity intended to provide material support for non-work pursuits
(Piotrkowski, Rapoport, and Rapoport, 1987). Work generally involves a person
contributing to the mission of an organization that in turn compensates the contributor
financially (Burke and Greenglass, 1987; Kabanoff, 1980). Family is a group of people
who are related by biological ties, marriage, social custom, or adoption (Burke and
Greenglass, 1987; Piotrkowski et al., 1987). Both work and family roles are enacted in
the context of a social organization (Zedeck, 1992). Work roles are all the parts played by
an individual associated with gainful employment as defined above. Family roles are all
the parts played by an individual associated with that individual's immediate or extended
household. Experience refers to how roles are perceived, understood, remembered, and
enacted. Gender refers to the biological sex of the individual. In using the term gender we
recognize that biological sex differences that exist between men and women may account
in part for the gender differences discussed here. However, following Rossi (1985) we
suggest that biological, evolutionary arguments may explain the origins of certain gender
role expectations. For example, the expectation that women are caregivers and nurturers
may arise from the fact that biologically women are able to give birth and physically feed
their infants. These biological differences may then be inputs to the evolving societal
expectations and socialization about women's roles as caregivers, nurturers, and skillful
purveyors of relational expertise. However, it is the societal expectations and
socialization processes that men and women internalize and which are more proximal
antecedents of experienced gender differences that we discuss here.

Model

We argue that gender differences in the experience of work and family roles stem from
differential opportunity structures for men and women and are manifest in career success,
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role involvement, and coping with the stresses of work and family. Figure 27.1 presents
our model. Opportunity structures are environments that provide men and women with
chances for success, advancement, and progress. The term, “opportunity structure” is
widely used in the employment literature. Here we extend the usage to include
opportunities for involvement and identity development, and for a stress-free existence.
Opportunity structures are determined by the confluence of many factors. Our analysis of
the causes of our meta-principle focuses on four structural factors. The structure of work
refers to the real or imagined skill requirements of the job and the position of the job
within the organization. Sex-typing of jobs means the ascription of characteristics
stereotypical of males or females to particular jobs. Family structure refers to the
individual's status with respect to marriage, parenting, and dual employment. Gender role
socialization refers to the expectations held by society about the appropriate roles of men
and women. These four factors are conceptually distinct; however, they interrelate to
provide opportunities for career advancement, behavioral and psychological involvement
in roles, and to determine stress and coping at the interface of work and family roles.

Our perspective is distinctively structural. We recognize that not all people with a
common structural profile are the same. Individual-level factors such as motivation and
talent will contribute to individual differences in career advancement, behavioral and
psychological involvement in roles, and stress. Yet the large gender differences in the
experience of work and family roles lead us to focus on the structural barriers that despite
motivation and talent are difficult to overcome for both men and women.
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Figure 27.1 Model of opportunity structure and gender differences in the experience of
work and family roles

Gender and Career Success



Men and women experience work differently because they do not realize the same degree
of career success. In order to promote equal opportunities, it is important to first
recognize that women lag men in career advancement, compensation, and networking
opportunities.

Gender and career advancement

Men and women differ in their level of career advancement. According to 1998 US Labor
Department statistics, women have become equally represented in the executive,
managerial, and professional labor force, holding 49 percent of these positions. However,
within this segment of the workforce, women overwhelmingly hold lower-level positions.
The proportion of women who have attained elite positions in corporate offices and
boardrooms is low. Women comprise 3.8 percent of corporate officers (i.e., those holding
the title of chairman, vice chairman, CEO, president, COO, SEVP, or EVP) and 11
percent of directors in Fortune 500 companies (1998 Catalyst Census of Women
Corporate Officers and Top Earners). As of 1999, only three women head Fortune 500
companies.

The differences between men and women in managerial rank do not seem to be due to
differences in number of promotions, rather, the differences appear with respect to level
(Melamed, 1995; Haberfeld, 1992; Landau, 1995; Judge et al., 1995; Cox and Harquail,
1991; Stroh, Brett, and Reilly, 1992). Men's promotions apparently offer bigger career
leaps than women's and the opportunity structure of employment explains why.
Differences in opportunity structure start with sex-typing of jobs (Blau and Ferber, 1992).
Some jobs have historically been staffed by women, others by men. Recruiters anticipate
women will apply for some jobs and not for others, and women themselves self-select
into gendered occupations. Persistent role stereotypes of men, of women, and of the
managerial role result in a perceived lack of fit between the ascribed characteristics of
women and assumed requirements of managerial jobs (Heilman, 1983; Davies-Netzley,
1998) and reduce opportunities for women.

Although human capital, such as education, also affects opportunity structures, when
human capital is controlled there are still fewer women at higher ranks than would be
expected given their strong presence within the category of managerial and professional
workers. So there must be other factors beyond human capital that affect women's
opportunity structures. Differential development opportunities, for example training or
international experience, leave women with a real skill deficit. Behaviors, like career
interruptions for family reasons (Lyness and Thompson, 1997), a history of changing
employers (Stroh, Brett, and Reilly, 1996), and the desire to work part-time (Schneer and
Reitman, 1995) are all more characteristic of managerial women than men and may affect
future career opportunities. These behaviors may be interpreted as evidence that women
are less psychologically committed to their careers than men are. However, as we explain
in the section on exceptions, while there are clear-cut behavioral differences between
men and women in job involvement, there are few documented differences in work
commitment between male and female employees (see ‘Exceptions’ below).
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Gender and compensation

Paid compensation is a second indicator of career success. The gender gap in wages is
substantial and persistent. “For more than four decades, comparisons between the wages
of men and women employed full time, year-round have shown an earnings differential
of approximately 40 percent” (Wellington, 1994: 839). Women earn about three-quarters
as much as men (Jacobs, 1995). At career entry women earn 84 cents for every dollar
men earn (Marini and Fan, 1997). Among managers, women's compensation growth lags
that of men by 11 percent (Stroh, Brett, and Reilly, 1992).

Researchers have offered a number of different explanations for the gap. Differences in
occupational aspirations due to gender role socialization have several effects on
opportunity structures that could contribute to the gender gap in wages (Marini and Fan,
1997). One effect is that women invest in less education and training than men, leaving
them with less human capital than men have (Becker, 1975). Another effect is that
women prefer jobs with different characteristics than men (Thacker, 1995). The theory of
compensating differentials argues that job autonomy, or friendly co-workers, compensate
for high wages. Presumably women are more willing and able to make this trade-off than
men.

Family structure also appears to affect men and women's earnings differently. For
example, the later women enter the workforce the lower their earnings, while the later
men enter the workforce the higher their earnings (Marini and Fan, 1997). Being married
and having children is negatively associated with women's earnings, but positively
associated with men's earnings. For women these effects may be due to human capital,
but the effect of marriage on men's earnings is direct, after other factors have been
controlled (Stroh and Brett, 1996; Schneer and Reitman, 1993).

Sex-typing of jobs lowers pay for both men and women holding those jobs, because
certain occupations and types of skills typically held by women are devalued (England,
Herbert, Kilbourne, Reid, and Megdal, 1994). Based on 1990 census data, more than one-
half of employed women would have to change occupations before women would be
distributed in occupations in the same proportions as men (Jacobs, 1995). Furthermore,
the status of an occupation is often beginning to decline before women are permitted to
enter in large numbers (Jacobs, 1995).

Women and men's opportunity structures provide differential access to and benefit from
influential decision makers (Dreher and Cox, 1996). These differential opportunity
structures reflect differences in the nature of men and women's network and mentoring
relationships. Mentors provide challenging assignments, exposure and upper-level
visibility, protection and direct forms of coaching, and sponsorship. The average annual
compensation advantage of MBA graduates who established mentoring relationships with
white males was $16,840 (Dreher and Cox, 1996). Female graduates, however, were less
likely to form such relationships than male graduates were.
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Researchers can account for between 30 percent (Marini and Fan, 1997) and 50 percent
(Jacobs, 1995) of the gender gap in wages and compensation growth with factors such as
education and work experience. The gap that is left is usually attributed to discrimination.
Of course, it is arguable that discrimination contributes to the gap itself, for example by
causing differences in aspirations, differential meaning associated with family structure,
the sex-typing of jobs, and differential opportunity structures for men and women.

Gender and networks

A third indicator of career success is network composition and networking strategies.
Men and women's network relationships differ both within organizations and in broader
social networks (Burt, 1992; Ibarra, 1992, 1993, 1997; Munch, McPherson, and Smith-
Lovin, 1997). Within organizations, women's networks include both men and women and
tend to be broader than men's networks that tend to be dominated by other men. Women's
network ties linking them to others tend to be weak, that is, a tie tends to be either a
friendship tie with another woman or an instrumental tie, typically with a man (Ibarra,
1992). Men's ties tend to be strong, that is, a tie tends to be both friendship and
instrumental. Men's ties are also more likely than women's to link them to powerful
coalitions in organizations (Brass, 1985).

These differences in network characteristics are related to differential career success for
men and women. Women's career success is hampered by their lack of centrality in male
networks and dominant coalitions (Brass, 1985). Moreover, differences in men and
women's communication patterns as suggested by Deborah Tannen's (1990) work may
further complicate this issue in that if women and men don't communicate in the same
way, important advice conferred on women by men may be misconstrued. In addition,
women's weak network ties do not confer the same promotion benefits as those accorded
to men who have similarly weak ties (Burt, 1992; Granovetter, 1982). One explanation is
that weak ties may be less useful for people, like women, who are in “insecure positions”
or lack credibility than for people like men who are secure and credible without strong
ties (Granovetter, 1982; Burt, 1992; Ibarra, 1992). Women who lack legitimacy within
the inner circles of the organization may need strong ties to strategic players to signal
their legitimacy and advance (Burt, 1992; Ibarra, 1992).

One powerful driver of gender differences in the nature of network relationships may be
the opportunity structures provided by the organization (Ibarra, 1993). Women are often
numerical minorities within organizational power elites, and consequently, they typically
have a smaller set of “similar others” to draw on in developing professional relationships
(Ibarra, 1993; Kanter, 1977). A second cause of these differing network patterns may be
gender role expectations. Men and women who have equivalent positions in
organizations may operate in different social contexts because of different gender role
expectations regarding appropriate work behavior. These different social contexts may
require different network strategies to achieve similar career outcomes (Ibarra, 1997).

Gender and Role Involvement
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There are gender differences in behavioral and psychological involvement in work and
family roles. Behavioral involvement is the amount of time spent in work and family
roles; psychological involvement is the degree of psychological identification with a role
(Lobel, 1991).

Gender and time

Men and women spend different amounts of time in work and family roles (Leete and
Schor, 1994). In 1989, fully employed men's work hours (all hours spent working as well
as paid leave from work) were 42.3 hours per week. Fully employed women's work hours
were 36.1 hours per week. In 1989, fully employed men's family maintenance hours
averaged 13.8; fully employed women's were on average 22.5. Research from the late
1990s confirms that this pattern continues to persist (Rothbard and Edwards, 1999).

For women, the factors predicting family maintenance hours include being married
(increases by 200 hours per year), working in the paid labor market (reduces by 22 hours
per year), having a child under the age of 3 (increases by 550 hours per year), having a
child over the age of 3 (increases by 200 hours per year). For men, the factors predicting
family maintenance hours include being married (increases by 100 hours per year),
having a child under the age of 3 (increases by 161 hours per year), or child between 3
and 18 years (increases by 100 hours per year), and actual work hours (decreases by 20
hours per year). The variation in the household labor explained by these factors is
substantially less for men than for women (Leete and Schor, 1994).

The reasons why women spend less time in the paid labor market and more time in
family maintenance are social and structural. Women are continuing to enact their
gendered role socialization by doing the majority of the work associated with maintaining
home and family (Hochschild, 1989). At the same time the nature of work is changing
toward a greater emphasis on knowledge work and hours at work are being used as
indicators of both productivity and commitment (Perlow, 1998). Work structures,
practices, and expectations associated with knowledge work assume that employees are
willing and able to make work a priority over family (Perlow, 1998). Women who wish
to compete with men in the world of knowledge work are expected to meet the same
standards as the men. However, even as the norms for men and women in the workplace
are the same, the norms for men and women in the family are not. Women cannot ignore
the time demands of family maintenance, and given fixed resources of time and energy,
the distribution of their time is balanced away from paid labor market work toward
family maintenance activities.

Gender and identity

Men and women have different levels of work and family identity. Men tend to be more
identified with work than women (see Rabinowitz and Hall, 1977 for a review).
Conversely, women are generally more identified with family than men (Aryee and Luk,
1996; Bielby and Bielby, 1989; Parker and Aldwin, 1994). There are several explanations
for gender differences in work identity, including labor market status and gender role
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socialization. When researchers control labor market status, work identity differences
disappear (Mannheim, 1993; Mannheim, Baruch, and Tal, 1997; Rabinowitz and Hall,
1977), suggesting that when women have similar work status, opportunities, and
experiences as men they identify similarly with work (Bielby, 1992; Mannheim, 1993;
Mannheim et al., 1997). Gender role socialization that causes men and women to treat a
woman's function in the paid labor market as secondary to her function as a wife and
mother may also cause gender differences in work identity (Bielby, 1992; Mannheim,
1993).

Both structural and gender role socialization explanations account for differences in
family identity. Men and women face different family-related opportunities and
constraints (Bielby, 1992). When men and women's household responsibilities are similar,
they are equally identified with and committed to family (Bielby and Bielby, 1989).

Moreover, gender role socialization suggests that women should view family as more
central to their identities than men, because norms about the division of labor regarding
household and child-rearing activities place the bulk of these responsibilities on women
(Bielby and Bielby, 1989; Bielby, 1992).

Gender and Role Stress

The evidence of differences between men and women in the experience of role stress and
work-family conflict is mixed. First, women generally spend more cumulative time in
work and family roles than men (Berk and Berk, 1979; Hochschild, 1989; Pleck, 1985).
In some studies, accumulated role time (often called role overload) leads to greater stress
and work-family conflict for women (e.g., Greenhaus, Bedeian, and Mossholder, 1987;
Gutek, Searle, and Klepa, 1991). In other studies, the time spent in work and family roles,
separately or combined has inconsistent effects on women's family stress and well-being
(e.g., Pleck, 1985). Furthermore, women may experience greater family stress than men,
and men may experience greater work stress than women (Gutek et al., 1991).

There are several explanations for these mixed findings. The rational explanation is that
actual structural determinants such as time spent in a role are associated with increased
stress and conflict in that role. The logic is that because women tend to spend more time
on family and household activities than men do (Berk and Berk, 1979; Gutek et al., 1991;
Pleck, 1985), women experience greater conflict and stress from the family than men.
Likewise, because men tend to spend more time in work activities than women do (Pleck,
1985), they should experience greater conflict and stress from work than women.
Although some support exists for the rational explanation, the findings are not consistent.

Although women do spend longer hours in family-related activities than men, they often
report no greater conflict and stress, perhaps because of gender role expectations (Gutek
et al., 1991). This explanation rests on the persistence of traditional gender role norms
depicting work as the proper domain for men and family as the proper domain for women.
It proposes that additional time spent in one's appropriate gendered domain will be less of
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an imposition and generate less role stress and conflict than additional time spent in one's
opposite gender domain (Gutek et al., 1991).

A third explanation for gender differences in role stress and conflict relates to work and
family structures and people's opportunities for control. Karasek's (1979) demands and
control model explains that the degree of stress and conflict people perceive depends
jointly on their role demands and the degree of control they have over those role demands.
Work-family research reports that women's work and family role demands are higher
than men's and that men have more control over their time than women (e.g., Duxbury,
Higgins, and Lee, 1994; Pleck, 1985). That dual-earner women are less able to manage
work and family than dual-career women is also evidence supporting Karasek's demands
and control model (Duxbury and Higgins, 1994). Dual-career women spend more time in
paid employment than dual-earner women, yet report less stress and conflict. Likewise,
they spend the same amount of time in family activities as dual-earner women, but report
less family stress and conflict. Consistent with the predictions of the demands and control
model, dual-career women have more control over their work and family demands.

Gender and the Work-Family Interface

Men and women often use different strategies to manage the work-family interface. Men
tend to compartmentalize and segment roles more than women do (Andrews and Bailyn,
1993; Crosby, 1991). More men use a segmented approach to dealing with work and
family whereas more women use a synergistic mental model (Andrews and Bailyn, 1993).
A segmented model is one where work and family roles are kept mentally separate, in
contrast to a synergistic mental model where they are integrated. Women are more likely
than men to manage multiple roles simultaneously, whether because of preference, need
or both (Andrews and Bailyn, 1993). Women may be more facile with the interplay
between multiple roles than men because women both have a greater need for and get
more practice at juggling (Crosby, 1991). Women may find it easier to generate synergies
between work and family, whereas men may view the two roles as separate and distinct.

A segmented versus synergistic mental model may reflect differences in the way men and
women cope with the work-family interface. Coping by separating work and family roles
may appear appropriate and natural to a person with a segmented mental model (Lambert,
1990; Piotrkowski, 1979). Because men generally have more segmented mental models
of work and family than women do, they may naturally cope by segmenting work and
family roles.

Differences in gender role expectations for men and women may explain why men and
women have different mental models of work and family (Andrews and Bailyn, 1993;
Eagly, 1987). Mental models are akin to the idea of gender schemas (Valian, 1998).
Gender schemas are cognitive repositories of internalized societal expectations. Gender
schemas affect attitudes and behaviors. Often what is imaginable (although subject to
important limitations) for a female professional in terms of parental leave, reduced
schedule, or flex time, is unthinkable for a male professional. Both men and women
believe that it is more difficult for a male professional to maintain a positive impression
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in the organization while negotiating a reduced schedule than it is for a female
professional (Andrews and Bailyn, 1993). As a result, societal expectations residing in
our gender schemas may make it more difficult for men than women to think
synergistically about work and family roles.

Exceptions

Exceptions to the first part of our meta-principle that men and women experience work
and family differently may include affective responses to work and family roles, such as
satisfaction and commitment. First, gender differences that occasionally appear in job
attitudes such as job satisfaction disappear when researchers control for job
characteristics, and other demographic factors such as tenure, age, education, income, and
occupational level (Lefkowitz, 1994). Although men and women may achieve marital
satisfaction in different ways (Wilkie, Ferree, and Ratcliff, 1998), no gender differences
are evident in the marital satisfaction research. Second, although there are differences in
men and women's role involvement in terms of psychological identification and time
devoted to a role, there is no consistent relationship between the affective commitment
that men and women display towards their organizations or families (Mathieu and Zajac,
1990).

Social comparison processes may explain the lack of differences in satisfaction. Men may
refer to other men and women to other women in making the social comparisons on
which satisfaction is based. For example, women comparing themselves to other
employed women in their acquaintance may evaluate their working conditions more
positively than if they compared themselves to similarly employed men. The structural
demands of work and family roles and people's opportunities for exit may explain why
there are no differences in commitment for men and women. Role demands may require
similar levels of commitment from men and women because role behaviors are often
prescribed and limited. Likewise, the opportunities that men and women have for exiting
a particular work or family situation may be similar. For example, in a relatively tight
labor market and a society where exiting family situations is commonplace, men and
women may both have opportunities to leave a job and find a new one, or to divorce and
remarry.

There are also exceptions to the second part of our meta-principle that recognizing gender
differences will help promote equal opportunity. Recognizing these differences is the first
step in promoting equal opportunity. But recognition is not sufficient to promote equal
opportunity, if people do not implement changes to work and family structures.

Levers for Change and Case Studies

The differences that men and women experience in work and family roles are likely to
continue if the factors affecting the opportunity structure of men and women remain the
same. In short, recognizing differences is not sufficient to equalize opportunities for men
and women. In order to effect change, contribution must replace face time in the way
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work is evaluated. Moreover, while progress in socializing boys and girls to take non
sexrole dictated family responsibilities has been made since the onset of the feminist
revolution in the 1970s, acceptance of non-traditional role behaviors, especially for men,
is holding back further progress that can be spurred by highlighting more non-traditional
role models. So too has progress been made in the sex-typing of jobs, and so too is more
progress necessary. Where will the pressure for continued progress come from? External
factors, such as the tight labor market, are one source of pressure. The tight labor market
may cause employers to re-evaluate work structures and redesign jobs to be more flexible
and appealing to women, or to search more broadly and identify women who otherwise
would not have been considered. As more and more women take jobs that were
traditionally male, the sex-typing of those jobs will disappear, unless the job becomes
seen as a feminine job. More dual-career families and more single-parent families will
ultimately affect gender role socialization because these changes will produce more
alternative models of family structure. Change is likely to be slow and occur in pockets
where social environmental factors stimulate and reinforce men and women who are
willing to push the boundaries of work and family structures.

Case study: change at Hewlett Packard

One pocket where change is evident is at Hewlett Packard (Abelson, 1999). Hewlett
Packard's newly appointed CEO, Carleton Fiorina, is a woman, one of three female CEOs
among the Fortune 500. The groundwork for this appointment has been years in the
making. Over the past seven years, Hewlett Packard has made work-life issues a priority.
Nearly all employees determine their own work hours to some extent; a large number opt
to work at home at least some of the time; about 12 percent have a formal telecommuting
arrangement. Why did this happen? Talent in the electronics industry is a scarce
commodity. Turnover of seasoned female managers in the early 1990s was significant
and the chief executive in 1992, Lewis E. Platt, knew what managing work and family
meant.

In 1981 when Platt was a rising general manager at HP, his wife Susan handled the child-
rearing and housekeeping chores. When Susan died, all of her roles and responsibilities
fell to Platt. He recalls that HP was a white male haven, and says, “here I was a white
male, doing really well at HP and I was suddenly thrust into a different role.” According
to Platt, the sudden change in his family structure shattered his old assumptions that any
difficulties women had in the workplace were of their own making. “I couldn't cope any
better than they did,” says Platt, comparing himself to female managers with families.
Platt says he came to understand the ebb and flow of careers. He admits that in 1981 he
was probably a marginal employee juggling grief over his wife's death, his
responsibilities to his children, and his job, but he realized that one day he would be able
to come back and give HP the time and energy to be a senior manager.

The opportunity structures depicted here at HP are rare. They came about because of
labor market demands and the family experience of one key male manager who was
willing to cut back at work for family, and then able to ramp back up his involvement at
work when relieved of some family responsibilities. There are so few other examples of
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change in opportunity structure that it is impossible to know whether all four factors
affecting opportunity structure must change for men and women to experience work and
family roles similarly, or whether change in one factor is sufficient to bring about change
to the system.

Case study: barriers to women in corporate leadership

The HP case described above is a positive example of how changing the opportunity
structures for men and women can promote equal opportunity and pave the way for
talented, motivated professionals to change their experiences of work and family. Such
cases are few and far between. Catalyst's 1996 study of women in corporate leadership
identifies many barriers to changing women's opportunity structures that still exist.
Change has been slow. Catalyst's study reveals that only 23 percent of women executives
believe that opportunities for women have improved greatly during the last five years.
When asked to identify the three factors holding women back, 52 percent cite
stereotyping and preconceptions about women, 49 percent cite exclusion from informal
networks of communications, and 47 percent cite the lack of significant general
management or line experience. These factors correspond closely to gender role
socialization, sex-typing of jobs, and work structures, respectively. Regarding work-
family balance, women executives reported that they employed several strategies
including purchasing domestic and child-care services. Women executives also cited a
supportive partner as critical for managing personal and professional commitments.
These strategies for managing work and family balance entail changing family structures
where women are typically in charge of home maintenance activities, freeing up their
time to take advantage of work-related opportunities. These strategies also reveal the
importance of financial resources and personal support for changing family structures and
overcoming barriers to opportunity.

Although women executives still face barriers to opportunity as shown by the Catalyst
study, several levers for change do exist. In particular, senior women in the Catalyst
study identified several company-initiated strategies that could help change existing
opportunity structures, such as changing the structure of work and minimizing the sex-
typing of jobs. In particular, 55 percent suggested the identification and development of
high-potential employees, 50 percent cited giving women high-visibility assignments,
and 33 percent argued that cross-functional job rotations would increase women's
opportunities for career advancement. CEOs surveyed in the same study agreed that
giving women high-visibility assignments was important (74 percent) and endorsed
several other effectiveness strategies: 54 percent believed that succession planning should
incorporate gender diversity, 44 percent believed in instituting formal mentoring
programs, and 41 percent thought individual managers should be held accountable for
women's advancement. Despite the promise of these strategies many are in the early
stages or have not yet been initiated. Only time will tell how effective they will prove to
be.

These two case studies illustrate the ways that gender differences can affect men and
women's work and family experiences via different opportunity structures. In particular,



with these cases we have illustrated how one element of men and women's work and
family experiences, career success, is affected by both barriers and changes to
opportunity structures as shown in our model.

Conclusion

In conclusion, our meta-principle – promote equal opportunity by recognizing that men
and women face differing experiences of work and family – is critical for understanding
how work and family issues play out in our organizations and our lives. Moreover, our
model of opportunity structures and gender differences allows us to pinpoint several
levers for change that may promote equal opportunity by helping us to recognize gender
differences and change opportunity structures in the ways men and women experience
work and family.

References

Abelson, R. (1999). A push from the top shatters a glass ceiling . New York Times , Aug.
21, 1999.
Andrews, A., and Bailyn, L. (1993). Segmentation and synergy: Two models linking work
and family . In J. C. Hood (ed.), Men, work, and family . Newbury Park, CA: Sage .
Aryee, S., and V. Luk (1996). Balancing two major parts of adult life experience: Work
and family identity among dual-earner couples . Human Relations , (49) , 465 87.
Becker, G. S. (1975). Human capital . Chicago: University of Chicago Press .
Berk, R., and Berk, S. F. (1979). Labor and leisure at home . Beverly Hills, CA: Sage .
Bielby, D. D. (1992). Commitment to work and family . Annual Review of Sociology ,
(18) , 281 302.
Bielby, W. T., and Bielby, D. D. (1989). Family ties: Balancing commitments to work
and family in dual earner households . American Sociological Review , (54) , 776 89.
Blau, F. D., and Ferber, M. A. (1992). The economics of women, men and work , 2nd edn.
Englewood Cliffs, NJ: Prentice-Hall .
Brass, D. (1985). Men's and women's networks: A study of interaction patterns and
influence in an organization . Academy of Management Journal , (28) , 327 43.
Buke, R. J., and Greenglass, E. (1987) Work and family . In C. L. Cooper and I. T.
Robertson (eds.), International review of industrial and organizational psychology (pp.
273 320). New York: Wiley .
Burt, R. (1992). Structural holes: The social structure of competition . Cambridge, MA:
Harvard University Press .
Cox, T. H., and Harquail, C. V. (1991). Career paths and career success in the early
career stages of male and female MBAs . Journal of Vocational Behavior , (39) , 54 75.
Crosby, F. (1991). Juggling: The unexpected advantages of balancing career and home
for women and their families . New York: Free Press .
Davies-Netzley, S. A. (1998). Women above the glass ceiling: Perceptions on corporate
mobility and strategies for success . Gender & Society , (12) , 339 55.



Dreher, G. F., and Cox, T. H. (1996). Gender, and opportunity: A study of compensation
attainment and the establishment of mentoring relationships . Journal of Applied
Psychology , (81) , 297 308.
Duxbury, L., and Higgins, C. (1994). Interference between work and family: A status
report on dual-career and dual-earner mothers and fathers . Employee Assistance
Quarterly , (9) , 55 80.
Duxbury, L., Higgins, C., and Lee, C. (1994). Work-family conflict: A comparison by
gender, family type, and perceived control . Journal of Family Issues , (15) , 449 66.
Eagly, A. H. (1987). Sex differences in social behavior: A social-role interpretation .
Hillsdale, NJ: L. Erlbaum Associates .
England, P., Herbert, M., Kilbourne, B., Reid, L., and Megdal, L. (1994). The gendered
valuation of occupations and skills: Earnings in 1980 census occupations . Social Forces ,
(73) , 65 99.
Granovetter, M. (1982). The strength of weak ties: A network theory revisited . In P. V.
Marsden and N. Lin (eds.), Social structure and network analysis (pp. 105 30). Beverly
Hills, CA: Sage .
Greenhaus, J. H., Bedeian, A. G., and Mossholder, K. W. (1987). Work experiences, job
performance, and feelings of personal and family well-being . Journal of Vocational
Behavior , (31) , 200 15.
Gutek, B. A., Searle, S., and Klepa, L. (1991). Rational versus gender role explanations
for work-family conflict . Journal of Applied Psychology , (76) , 560 8.
Haberfeld, Y. (1992). Employment discrimination: An organizational model . Academy of
Management Journal , (35) , 161 80.
Heilman, M. (1983). Sex bias in work settings: The lack of fit model . In B. M. Staw and
L. L. Cummings (eds.), Research in organizational behavior ( (Vol. 5) , pp. 269 98).
Greenwich, CT: JAI Press .
Hochschild, A. R. (1989). The second shift: Working parents and the revolution at home .
New York: Viking .
Ibarra, H. (1992). Homophily and differential returns: Sex differences in network
structure and access in an advertising firm . Administrative Science Quarterly , (37) , 422
47.
Ibarra, H. (1993). Personal networks of women and minorities in management: A
conceptual framework . Academy of Management Review , (18) , 56 87.
Ibarra, H. (1997). Paving an alternative route: Gender differences in managerial
networks . Social Psychology Quarterly , (60) , 91 102.
Jacobs, J. (1995). Gender inequality at work . Thousand Oaks: Sage Publications .
Judge, T. A., Cable, S., Boudreau, J. W., and Bretz, R. D. (1995). An empirical
investigation of the predictors of executive career success . Personnel Psychology , (40) ,
485 518.
Kabanoff, B. (1980). Work and nonwork: A review of models, methods, and findings .
Psychological Bulletin , (88) , 60 77.
Kanter, R. M. (1977). Men and women of the corporation . New York: Basic Books .
Karasek, R. A. (1979). Job demands, job decision latitude, and mental strain:
Implications for job redesign . Administrative Science Quarterly , (24) , 285 308.
Lambert, S. J. (1990). Processes linking work and family: A critical review and research
agenda . Human Relations , (43) , 239 57.



Landau, J. (1995). The relationship of race and gender to managers' ratings of promotion
potential . Journal of Organizational Behavior , (16) , 391 400.
Leete, L., and Schor, J. B. (1994). Assessing the time-squeeze hypothesis: Hours worked
in the United States, 1969–89 . Industrial Relations , (33) , 225 43.
Lefkowitz, J. (1994). Sex-related differences in job attitudes and dispositional variables:
Now you see them . Academy of Management Journal , (37) , 323 49.
Lobel, S. A. (1991). Allocation of investment in work and family roles: Alternative
theories and implications for research . Academy of Management Review , (16) , 507 21.
Lyness, K. S., and Thompson, D. E. (1997). Above the glass ceiling? A comparison of
matched samples of female and male executive . Journal of Applied Psychology , (82) ,
359 75.
Mannheim, B. (1993). Gender and the effects of demographics, status, and work values
on work centrality . Work & Occupations , (20) , 3 22.
Mannheim, B., Baruch, Y., and Tal, J. (1997). Alternative models for antecedents and
outcomes of work centrality and job satisfaction of high-tech personnel . Human
Relations , (50) , 1537 62.
Marini, M. M., and Fan, F. (1997). The gender gap in earnings at career entry .
American Sociological Review , (62) , 588 604.
Martins, L. L., Eddleston, K. A., and Veiga, J. F. (2002). Moderators of the relationship
between work-family conflict and career satisfaction . Academy of Management Journal ,
(45) (2), 399 409.
Mathieu, J. E., and Zajac, D. M. (1990). A review and meta-analysis of the antecedents,
correlates, and consequences of organizational commitment . Psychological Bulletin ,
(108) , 171 94.
Melamed, T. (1995). Barriers to women's career success: Human capital, career choices,
structural determinants, or simply sex discrimination . Applied Psychology and
International Review , (44) , 295 314.
Munch, A., McPherson, J. M., and Smith-Lovin, L. (1997). Gender, children, and social
contact: The effects of childrearing for men and women . American Sociological Review ,
(62) , 509 20.
Parker, R., and Aldwin, C. (1994). Desiring careers but loving families: Period, cohort,
and gender effects in career and family orientations . In G. P. Keita and J. J. Hurrell Jr.
(eds.), Job stress in a changing workforce: Investigating gender, diversity, and family
issues (pp. 23 38). Washington, DC: American Psychological Association .
Perlow, L. A. (1998). Boundary control: The social ordering of work and family time in a
high-tech corporation . Administrative Science Quarterly , (43) , 328 57.
Piotrkowski, C. S. (1979). Work and the family system . New York: Free Press .
Piotrkowski, C. S., Rapoport, R. N., and Rapoport, R. (1987). Families and work . In M.
Sussman and S. Steinmetz (eds.), Handbook of marriage and the family (pp. 251 83).
New York: Plenum .
Pleck, J. H. (1985). Working wives, working husbands . Beverly Hills, CA: Published in
cooperation with the National Council on Family Relations [by] Sage Publications .
Rabinowitz, S., and Hall, D. T. (1977). Organizational research on job involvement .
Psychological Bulletin , (84) , 265 88.
Rossi, A. S. (1985). Gender and Parenthood . In A. S. Rossi (ed.), Gender and the life
course . New York: Aldine Publishing Company .



Rothbard, N., and Edwards, J. (1999). Investment in work and family roles: A test of
identity and utilitarian motives . Working Paper, Northwestern University .
Rothbard, N. P. (2001). Enriching or depleting? The dynamics of engagment in work and
family roles . Administrative Science Quarterly , (46) , 655 84.
Ruderman, M. N., Ohlott, P. J., Panzer, K., and King, S. N. (2002). Benefits of multiple
roles for managerial women . Academy of Management Journal , (45) (2), 369 86.
Schneer, J. A., and Reitman, F. (1993). Effects of alternative family structures on
managerial career paths . Academy of Management Journal , (36) , 830 43.
Schneer, J. A., and Reitman, F. (1995). The impact of gender as managerial careers
unfold . Journal of Vocational Behavior , (47) , 290 315.
Stroh, L. K., and Brett, J. M. (1996). The dual-earner dad penalty in salary progression .
Human Resources Management , (35) , 181 201.
Stroh, L. K., Brett, J. M., and Reilly, A. H. (1992). All the right stuff: A comparison of
female and male managers' career progression . Journal of Applied Psychology , (77) ,
251 60.
Stroh, L. K., Brett, J. M., and Reilly, A. H. (1996). Family structure, glass ceiling, and
traditional explanations for the differential rate of turnover of female and male
managers . Journal of Vocational Behavior , (49) , 99 118.
Tannen, D. (1990). You just don't understand: Women and men in conversation . New
York: Morrow .
Thacker, R. A. (1995). Gender, influence tactics, and job characteristics preferences:
New insights into salary determination . Sex Roles , (32) , 617 38.
Valian, V. (1998). Why so slow? The advancement of women . Cambridge: MIT Press .
Wellington, A. J. (1994). Accounting for the male/female wage gap among whites: 1976
and 1985 . American Sociological Review , (59) , 839 48.
Wilkie, J. R., Ferree, M. M., and Ratcliff, K. S. (1998). Gender and fairness: Marital
satisfaction in two-earner couples . Journal of Marriage and the Family , (60) , 577 94.
Zedeck, S. (ed.) (1992). Work, families, and organizations . San Francisco: Jossey-Bass .

28. Use Information Technology as a Catalyst for
Organizational Change

Maryam Alavi and Jonathan Palmer

Subject Organizational Behavior » Organizational Change

DOI: 10.1111/b.9780631215066.2003.00029.x

The information age is upon us. A few clicks of a mouse button provide instant access to
everything from current stock prices to video clips of current movies, with millions of
bytes of information in between. Like the steam engine helped the transition into the
industrial age, information technology is fueling the transition into the information age.
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The phrase information technology (IT) refers to a range of computer and communication
capabilities (both hardware and software) used to process, store, retrieve, and transmit
information in digital form. Today, information technology is highly pervasive in
industrialized nations and is changing society, business, and the nature of work in these
nations. Consider the following statistics: in 1995 over one-third of US households
possessed at least one personal computer (Turban, McLean, and Wetherbe, 1996). A
decade ago, the Gartner Group reported that 76 percent of all desk workers in the US
were using computers, and in large organizations that figure rose to 84 percent. Overall,
according to Gartner's estimate, 26 percent of the 113 million US employees used
computers in their jobs in 1990 (Post and Anderson, 1998). One can infer additional
major growth in these statistics over the past decade. Furthermore, sizeable investment in
information technology is being made across different industries.

Why do firms invest so heavily in IT? What are the organizational impact and outcomes
of IT? What positive changes can be expected and realized from IT applications in
organizational settings? These questions have been of great interest to both researchers
and practitioners in the field of information systems (IS) over the last 40 years. It is
expected that the study of the organizational impact and benefits of IT will increase in
popularity and importance due to the increasing dependence of global commerce on IT as
well as the steady introduction of new information technology with new capabilities.
Studies of various forms of IT systems and applications in organizational settings (Harris
and Katz, 1991; Keen, 1991; Markus, 1994; Orlikowski and Hofman, 1997; Soe and
Markus, 1993) have established that IT use in organizations can lead to four major
categories of changes. These categories consist of: (1) gaining large-scale efficiencies in
business processes and transactions (e.g., Davenport, 1993; Speier, Harvey and Palmer,
1998; Tapscott and Caston, 1993); (2) enhancing communication, information access,
and decision-making (e.g., Alavi, in press; Alavi and Joachimsthaler, 1992; Leidner and
Elam, 1995); (3) changing the basis of competition and industry structure to a firm's
advantage (e.g., Benjamin and Wigand, 1995; Clemons and Row, 1991; Porter and Millar,
1995); and (4) exploiting new business models (e.g., Drucker, 1988; Palmer and Griffith,
1998; Rayport and Sviokla, 1995). These categories are not mutually exclusive and a
particular firm can realize various changes simultaneously through the effective use of
various IT capabilities. A classic example of a company that has used information
technology as a catalyst for organizational change and profitability is Federal Express
(FedEx). The company started using information technology aggressively in the 1980s to
gain large-scale efficiencies in package delivery operations. Next, FedEx used IT to
enhance customer service through effective information management (e.g., self-service
package tracking via the World Wide Web), and to dominate its industry through the
provision of innovative information services (e.g., supporting the e-commerce activities
of its clients). The Federal Express case will be described in more detail in the latter part
of the chapter.

Gain Large-scale Operational Efficiencies

The use of information technology for transaction-processing systems and enterprise
resource-planning systems can greatly enhance the operational efficiency of
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organizational processes. Transaction-processing systems (TPS) constitute the earliest
form of IT applications in most organizations. TPS, by drawing on the rapid data-
processing and transmission capabilities of computers and communications networks,
expedite the execution, tracking, storing, and transmission of basic business transactions.
Every business, regardless of its size and independent of the specific products and/or
services that it offers, faces routine and repetitive tasks that support mission-central
operations. Examples include receiving customer orders, fulfilling orders, billing
customers, and paying employees. Needless to say, the manual execution of these tasks is
slow, error prone, and expensive and is thus infeasible in medium and large organizations.
The application of advanced information technology (e.g., client/server architecture, on-
line processing) to business transaction-processing can greatly enhance organizational
efficiency and cost savings. Consider the case of Ford Motor Company, which improved
the efficiency of its accounts payable process by 75 percent by installing a new computer
system and instituting an “invoiceless processing” system (described in Turban, McLean,
and Wetherbe, 1996). Under the old system configuration, when the purchasing
department created a purchase order, it sent a copy to the accounts payable department.
Later, once the goods were received, the materials control department sent a copy of the
receiving document to the accounts payable department. In the meantime, the accounts
payable department received an invoice from the vendor. The invoice was compared with
the purchase order and the receiving document. If the three documents matched, the
vendor's invoice was paid. Otherwise, an accounts payable clerk would investigate the
discrepancy. Once the discrepancy was resolved, new documentation was generated to
issue the vendor's payment. The investigation of the mismatches was a labor-intensive
and time-consuming process. Ford therefore decided to reduce and possibly eliminate
these investigations. Under the new system configuration, Ford has asked its suppliers to
stop sending invoices. Instead, the purchasing department initiates an order by logging it
onto an online database. Once the goods arrive at the receiving docks, the new system
automatically matches the receipt record and the purchase order. If the two records match,
the delivered goods are accepted and the computer issues payment. In case of a mismatch,
the order is simply returned. The new system increased the efficiency of operations of the
accounts payable department by 75 percent while enhancing the accuracy of the financial
information and simplifying the material control process at Ford.

New forms of transaction-processing systems referred to as enterprise resource planning
(ERP) systems are likely to have a major impact on business processes across different
industries. An ERP system is a highly integrated set of software modules designed to
handle the most common business function transactions including general ledger
accounting, accounts payable, accounts receivable, inventory management, order
management, and human resources. At the heart of an ERP system is a single common
database that collects data from and feeds data into all the software modules comprising
the system. When an information item is changed in one of the software modules, related
information is automatically updated in all other modules. By integrating information,
streamlining data flow, and updating information across an entire business in a real-time
mode, ERP systems can lead to dramatic productivity and efficiency gains in operations.
Consider the efficiency gains at IBM's storage systems division after the deployment of
an ERP system. The division reduced the time required for repricing its products from



five days to five minutes and the time required to complete a credit check from 20
minutes to three seconds (Davenport, 1998). Once Fujitsu Microelectronics implemented
an ERP system, it was able to close its financial books in four days (compared to eight
days prior to the ERP system) and reduce order-filling time from 18 days to two days.

Enhance Decision-making and Communication

Decision-making and communication constitute two core organizational processes.
Complex and challenging demands are placed on these two core processes in the current
and emergent business environments, particularly due to globalization and the increased
volatility of business and competitive environments.

Globalization has dispersed the operation of large firms across time and geography,
increasing the need for effective and efficient ways to communicate across distance.
Change in business and competitive environments in and of itself is not new. After all, it
has been said that change is the only constant. However, the rate of change in today's
economy has greatly increased, making it a major force to contend with. The rapid rate of
change increases decision-making complexity in several ways. An increase in
fluctuations and uncertainty in the decision environment requires more sophisticated
analysis for developing, evaluating, and selecting alternatives. An increase in the
uncertainty and complexity of decision tasks further increases the information-processing
requirements of the decision maker. Larger volumes of information from various sources
need to be assembled and organized more frequently. And finally, the rapid rate of
change combined with the increased complexity in analysis and information requirements
in decision environments increases the time-pressure on decision makers. It is simple to
see that the traditional approaches to organizational decision-making and communication
(manual information analysis and management, and the face-to-face mode of interactions)
are becoming impractical. Information technology in the form of decision support
systems and group support systems provides powerful capabilities in meeting the
decision-making and communication demands of modern organizations.

The decision support system (DSS) concept was first articulated by Gorry and Scott
Morton (1971) as an interactive computer-based system that enables decision makers to
use data and analytical models to solve unstructured problems. The objective of decision
support systems is not to replace the decision maker but to support and augment his/her
judgment and experience in order to improve decision-making effectiveness. DSS draws
on a variety of hardware and software tools to provide a range of information
management and analytical capabilities, including sensitivity analysis, goal-seeking, and
immediate access to information items at different levels of detail (the drill-down
capability). Sensitivity analysis refers to the study of the impact of changes in decision
variables on the decision outcomes. A popular form of sensitivity analysis is “what if”
analysis. Decision models incorporated in DSS deal with uncertain decision variables and
make estimates of and assumptions about these variables. To check the sensitivity of the
proposed solutions to these estimates and assumptions, the decision maker can use “what
if” analysis to reset the value of the decision variables of interest to investigate the level
of change in the model solution. For example, using a DSS, a marketing manager can ask
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and answer this question: what will the market share be if the advertising increases by 5
percent?

In information systems literature, several researchers have articulated and investigated
the relationship between DSS and organizational decision-making processes and
outcomes. For example Huber (1990) set forth a rigorous theoretical argument that the
use of decision support systems could lead to improved organizational intelligence and
decision-making. Leidner and Elam (1995) in their study involving 91 users of decision
support systems in 22 organizations found that the use of DSS led to better decision-
making outcomes as well as enhancing user mental models. Research conducted by
Robey (1974, 1976) demonstrated the positive impacts of computers on decision-making
outcomes and user satisfaction. Thus, the information access and analytical capabilities
offered by DSS can bring about changes and improvements in decision-making processes
and outcomes.

Information technology, with its vast capacity for creating, transmitting, and storing
messages, can also play a key role in the support of communication and collaboration
processes in organizations. Information technology applied to the support of
organizational communication and collaboration processes is referred to as group support
systems (GSS). More specifically, GSS refers to a range of computer- and
communication-based capabilities designed to support work group interaction processes
in order to enhance the performance of groups in organizational settings (Alavi, in press).
Dominant forms of GSS tools include electronic mail and computer conferencing systems,
videoconferencing, and electronic meeting systems.

There has been a major growth in the application of group support systems in
organizations over the past decade. Consider the following examples and changes
resulting from the applications of group support systems. Anderson Consulting uses the
Lotus Notes software system as a corporate backbone for the support of organizational
communication. Notes is deployed to over 10,000 people worldwide (Ryan, 1995) and is
used for a variety of group functions, including e-mail, project management, and
information exchange and capture. E-mail has greatly increased the efficiency of
communication processes at Anderson with a large number of mobile workers and
consultants who work at the client sites. In fact, the ability of rapid communication
among employees and information capture via Notes throughout the global firm is
becoming a major competitive advantage (Magnet, 1994).

In another company, the engineering and marketing departments were located in two
different states. Yet the departments needed to work together on a regular basis.
Videoconferencing was used to support communication and collaboration between the
two departments. The company believed that the introduction of videoconferencing had
led to a six-month reduction in the product development cycle. Prior to
videoconferencing, once every month, a representative from engineering and a
representative from the marketing departments would travel to meet face to face to
resolve the marketing and production issues and problems. After adopting
videoconferencing, the monthly face-to-face meetings were supplemented with weekly
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and ad hoc videoconferencing meetings. This facilitated follow-ups on the face-to-face
meetings as well as the timely resolution of issues as they would arise (instead of waiting
for the next monthly face-to-face meeting). In this company, videoconferencing increased
the frequency of communication and enabled the inclusion of staff in the discussions who
would not otherwise participate in the monthly face-to-face meetings. Thus, in turn,
product quality was enhanced and product cycle time was reduced.

These exemplars and the GSS research literature (e.g., Benbasat and Lim, 1993;
DeSanctis and Poole, 1995; George et al., 1991) point out that, in general, three types of
value-added organizational change can be expected from group support system
applications. These include: (1) reducing the effects of time and distance barriers that
constrain face-to-face interactions and communication; (2) enhancing the timeliness,
range, depth, and format of the information available to organizational members; and (3)
improving performance and effectiveness by reducing group process losses (e.g.,
evaluation apprehension) through more efficient and structured group interaction
processes.

In summary, information technology in the form of decision support systems and group
support systems can play a major transformational role in organizations through their
impact on the key organizational processes of decision-making and communication.
Future developments in this area will depend not only on technological advances but also
on our understanding of and open-mindedness toward their applications and the resulting
changes.

Change the Competition and Industry Structure to
Your Firm's Advantage

Information technology offers organizations opportunities to change the competitive
landscape by more effectively defining the dimensions of competition. The information
intensity (Porter and Millar, 1985; Palmer and Griffith, 1998) of products and services
has become an important element in defining competitive advantage. Information
intensity includes the amount of information that goes into the development of the
product or the service, the amount of information required by consumers to utilize the
product, and the amount of information required across the value chain to develop and
deliver the product or service. Firms have redefined the basis of competition by providing
additional information regarding their products or in extending the information content.
For instance, Merrill Lynch developed the cash management account, which for the first
time allowed customers to see all of their financial portfolio and transactions in a single
account. This additional information provided a distinct competitive advantage over the
other financial services firms. American Airlines's use of the Sabre system provided
significant advantages in the booking and capacity management functions for the airline
vis-à-vis its competitors. This was accomplished by providing enhanced information for
planning purposes and a pre-eminent position on travel agent screens for American
Airlines flight information. Numerous electronic goods manufacturers, including Sony
and Motorola, provide substantial additional information in product use and servicing
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through enhanced user manuals and updated information and after-sale technical support
via Web sites.

Industry structure has also been changed through the implementation of information
technology. Information-intensive industries such as retail banking and insurance have
seen a steady shift from reliance on face-to-face, bricks-and-mortar-based interactions
with customers to increasingly automated ones. This shift has come through the use of
automated teller machines (ATMs), phone, and the Internet to conduct various types of
transactions from withdrawal of funds to application for loans.

Highly fragmented industries have also been restructured through the use of information
technology. Two recent examples are the travel industry and the office products delivery
industry. Traditionally, the travel industry involved numerous independent travel agents
presenting travel options of providers such as airlines, hotels, and rental cars to business
and leisure travelers. The advent of the Internet has significantly changed the industry
structure, with providers providing services direct to customers via Internet sites. This
disintermediation of the travel agent represents a major structural change for the industry.

Office product delivery has also traditionally been a fragmented industry, with local
delivery companies operating within specific geographic areas. Corporate Express saw
the opportunity to pull together this fragmented market through the use of information
technology. Through a series of over 200 acquisitions of local carriers and the
implementation of a comprehensive inventory management system, the firm has grown to
over $8 billion in annual turnover and substantially changed the industry structure by
using information systems to merge previously fragmented operations.

Supply-chain management has been a critical area for the use of information technology
to change the competitive dimensions. Retailing and wholesaling relationships have been
significantly influenced through the spread of electronic data interchange (EDI) in which
supply-chain partners exchange data on sales trends, inventory replenishment, and in-
store space allocation and management. Improvements in supply-chain efficiencies have
led to several significant competitive advantages for firms such as WalMart and JC
Penney, including improved bargaining power over suppliers, reduced inventory costs,
and enhanced in-store space management.

The use of IT to change competitive dynamics often involves identifying opportunities
for greater use of information in: (1) the supply chain; (2) the description of the product
or its use; or (3) the after-sale support or service dimension. Industry structures can be
changed when the use of information technology can: (1) aggregate previously
fragmented markets; (2) replace existing channels at lower cost or improved convenience;
or (3) more effectively bundle products and services.

Competitive advantages achieved through information technology can also come from
the influence IT has on the nature of product and service offerings. For example, the
personal computer and software industry has used IT to change its product by providing
enhanced services including the packaging of Internet service, technology support, and



product updates for a specified period of time as a part of the initial product purchase.
Many firms have created new products by utilizing information on customer responses or
shopping patterns. Retailers, like Nordstrom, have used customer feedback to design new
apparel and accessory products. Banks have provided enhanced ATM services to
incorporate account verification and loan applications at specific high-traffic sites. IT can
also provide access to new markets and reduce locational constraints as Internet retailers
now can serve truly global audiences. The Slovenian wine industry association offers an
example, as the launching of their website generated sales that absorbed all of their
annual inventory over a six-month period.

Exploit New Business Models

The speed, scope, and ubiquity of information technology offer the opportunity to exploit
entirely new business models in a variety of industries. The opportunity for firms to
enhance customer relationships by offering 24/7 (24 hours a day, 7 days a week) access
to purchasing, product information, and service offers an enhanced model for customer
convenience and connection. This capability has influenced both Internet-based retailers
as well as traditional retailers in the provision of customer convenience (Palmer, 1997).

The Internet has dramatically increased the range of marketing approaches available to
many organizations. The specific impact of this new technology on organizations
depends on the underlying market position and product or service offerings of the firm.
Designing World Wide Web sites to take advantage of the new marketing opportunities is
a challenge for most companies.

The shift in underlying marketing fundamentals may be the driving force luring many
organizations, such as General Motors, Exxon, JC Penney, WalMart, and others onto the
Web. The Web represents a fundamental paradigm shift in the way business operates
(Clark, 1997; Palmer and Griffith, 1998). It moves organizations beyond the physical
constraints of their traditional realm and creates a virtual community in which businesses
compete. From a strategic standpoint, the Internet provides for “frictionless” commerce
in which transaction value enhancement provides rapid transaction coordination with
little time or transaction cost and an active global marketspace (Gates, Myhrvold, and
Rinearson, 1995; Rayport and Sviokla, 1995). The Internet also drives new competitive
paradigms based on information flows, online delivered content, and new commercial
scenarios (Berthon, Pitt, and Watson, 1996; Clark, 1997; Hoffman and Novak, 1996).

These market situations suggest differing opportunities for product and service branding,
interactivity, and information manipulation in website design (Forrester Reports, 1997;
Schubert and Selz, 1997). The Internet capabilities of information storage and retrieval
also offer sellers a wide range of opportunities to provide consumers with comparative
products and services.

Those firms whose product's core benefits are derived from information are able to
bypass middlemen, putting them in direct contact with their buyer. Alternatively,
organizations whose core product benefit is tangible can utilize the technology to
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improve efficiency in inventory management, logistics, and marketing while retaining the
core offering (Shanklin and Griffith, 1996; Palmer and Griffith, 1998). Thus,
information-intensive organizations, such as Aetna, Allstate, and the like will utilize the
new technology differently than hard-good manufacturers such as Goodyear, Exxon, and
others.

The Web provides organizations an opportunity to present information regarding their
products and services to both customers and suppliers. The potential of reaching global
markets with product and service information as well as the ability to provide user
interaction with the website provides significant marketing opportunities.

The Internet has almost unlimited “potential” in the markets of the future. As a direct
marketing and advertising mechanism it provides product manufacturers or service
providers access to a vast and ever-expanding market. Internet technology continues to
improve and the audience continues to grow. The potential exists for consumers to
interact with companies via the Internet. This interaction can support critical marketing
capabilities including: (1) direct sales via a friction-free environment; (2) reproducing
descriptive and experiential product information; (3) extensive array of potential product
offerings; and (4) the ability to search for and select products based on consumer-defined
attributes (Palmer and Griffith, 1998).

Auction, dealer, and broker markets offer the potential for multiple business models on
the Internet. The potential for new efficiencies in cost structure and allocation of
resources is significant (Bakos, 1998). Information technology can change the industry
structure by providing an electronic marketplace and significantly changing the
bargaining power of market participants by changing the control of price, availability,
delivery, and quality. Other influences include the capability of rapid product
development and mass customization.

In general, the flexibility in product and service features, the rapid transfer of information,
and the declining transaction costs have changed customer expectations regarding
delivery times, quality, and convenience.

Beware of IT Implementation Issues

Considering the prevalence of IT applications and the large and growing investments in
them in modern organizations, one might expect a consistently positive set of outcomes
associated with IT initiatives. This, however, is not always the case. Both research and
practice have shown that due to implementation failures, IT may not lead to the planned
or expected organizational changes described above. One form of implementation failure
involves the cancellation of an IT project before the completion and installation of the
system. For example, in 1995, 31 percent of large IT projects were cancelled in US
companies prior to their completion for an estimated total cost of $81 billion (Robey and
Boudreau, in press). Research studies of IT implementation failures are uncommon.
Nevertheless two examples of case studies of large-scale IT project cancellations can be
provided: (1) the Taurus Project of the London Stock Exchange (Drummond, 1996); and
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(2) the centralized payroll processing system of the New Zealand Department of
Education (Myers, 1994). Another form of IT implementation failure involves situations
in which the IT system is completed and installed, but the targeted organizational users
resist the system, or do not use it in the intended way. For example, the use of French
Railway's computerized reservation systems was strongly resisted by both the railway
employees and its customers (Mitev, 1996). Another interesting example is provided by
Robey and Boudreau (in press) and involves a system originally described by Kraut,
Dumais, and Koch (1989). One of the goals of the system, a computerized record-keeping
system, was to enhance the operational efficiency of the organization by reducing the
opportunities for social interactions among employees during working hours. After the
system installation, although the employees were more isolated, they “invented” a new
and unintended way of using the system for social interactions. They used a memo field
designed for capturing customer comments for passing messages back and forth among
themselves, undermining the expected organizational efficiency gains from the IT system.

Thus, the successful implementation of IT systems is a prerequisite for realizing the
planned and expected changes associated with these systems. The researchers in the
information systems field have identified several factors that seem to contribute to the
implementation success of IT systems. These factors include top management support
and commitment, user involvement in the planning and design of the IT system, and user
training in the use of IT (Alavi and Joachimsthaler, 1992; Lucas, Ginzberg, and Shultz,
1991). Top management support and IT commitment are prerequisites for the success of
all forms of organizational change initiatives, including IT-centered change. This is partly
due to the need for top management support and commitment for garnering
organizational resources required for IT implementation. Furthermore, top management
support is shown to influence the level of individual users’ personal stake in the IT
implementation success (Lucas, Ginzberg, and Shultz, 1991). The strength of the
relationships between user involvement and training and IT implementation success was
established through the meta-analysis study of Alavi and Joachimsthaler (1992). This
finding is consistent with the views presented in normative models of organizational
change (e.g., Kolb and Frohman, 1970) and the diffusion of the innovation model
(Cooper and Zmud, 1990) of IT implementation. These models highlight the importance
of involvement and training as the means to create a favorable and accepting environment
in which to bring about the IT-centered change.

Other researchers investigating IT implementation issues have suggested that the above-
mentioned factors seem to be necessary, but not sufficient, conditions for the success of
large-scale IT implementations (Markus and Robey, 1988; Robey and Boudreau, in
press). According to these researchers, organizational change associated with largescale
IT applications is complex and should be addressed at different levels of analysis
including individual, group, and departmental as well as the organizational and strategic
levels. Consider the enterprise resource planning (ERP) systems described earlier in this
chapter. At the operational level, these systems can lead to highly integrated, coordinated,
and efficient core operational processes. These benefits are achieved by imposing generic
and streamlined workflow logic encoded in the software on the organization. This impact
at the operational level may restrict the latitude of authority at the individual worker level.
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On the other hand, the standardization of workflow and information items across
departments may empower cross-functional teamwork in the organization. At the same
time, the company's move toward generic and standardized processes may have a
negative impact on the competitive positioning of the firm, if customized processes are a
source of competitive advantage for the firm. For example, Dell Computer found that its
ERP implementation would not fit its new, decentralized management model (Davenport,
1998).

In summary, to enhance the success of IT implementation and to realize the desired
organizational changes, IT impacts should be considered and planned for at multiple
levels of analysis simultaneously. Failure to do so may lead to negative and unexpected
consequences.

Case Studies

Implementation failure at Compusys

Difficulties in implementing information technology successfully can influence
efficiency, communication, and competitiveness. Compusys (a pseudonym) was one of
the largest computer manufacturers and system integrators throughout the 1980s and
early 1990s. Their experience with implementing CONFIG shows that even the best in
technology when poorly implemented can have negative results. CONFIG was a
decision-support system designed to improve the efficiency of configurations of the
company's products to improve the installation at client sites. CONFIG enabled sales staff
to quickly identify key components, wiring, and other installation requirements in
response to a specific client need. The system could improve the communication between
sales and technical staff and provide an opportunity for competitive advantage in the
high-end computer market by providing quicker, more specific, and more accurate
responses to customers, and lower costs and reconfiguration expenses of internal
processes.

The system was designed by the technical configuration experts and aimed at supporting
sales staff in the field. Reconfigurations were costing the company money and the
technical experts bore the brunt of the extra work. In its early implementation, 75 percent
of the sales staff had tried CONFIG, but only 25 percent were actually using it. By the
third year, fewer than 10 percent of the sales staff were using the system.

A redeployment of the systems was undertaken after the third year. The upgraded system
had a better user interface and was technically superior. Yet, usage remained low. Two
key issues emerged: users had no motivation to do what the system enabled them to do
and using the system made it harder for sales staff to do what they were motivated to do.
The organizational reward systems did not provide an incentive for sales staff to reduce
configuration errors, but rather to sell more systems. There were no metrics or incentives
for quote accuracy. In addition, working through CONFIG to generate more accurate
quotes took longer and took the sales staff away from making additional sales calls.



This experience is an example of the negative impacts of the organizational structure and
incentives on the successful implementation of information technology. This lack of
alignment resulted in a loss of potential benefits in efficiencies as well as losses in
organizational communication and market competitiveness. This example is explored in
more detail in Markus and Keil (1994).

Large-scale IT-enabled organizational change at Federal Express

Federal Express (FedEx) has utilized information technology to gain large-scale
efficiencies in business processes, enhance its communication and decision-making
processes, and change the industry structure to its advantage.

Credited with changing the package delivery industry by guaranteeing overnight delivery
(Hammer and Champy, 1993: 156), FedEx has continued to be an industry leader in the
use of information technology to support increased product differentiation by allowing
customers and FedEx employees to select delivery timing. The logistics capability
supported by US, European, and Asian transportation hubs and an extensive package-
tracking information system has resulted in substantial cost savings, and these
efficiencies have generated significant growth in FedEx market share throughout the
world. These sophisticated logistics and tracking systems have, as a result, become a
competitive necessity in the package-delivery industry. Information systems are critical
to business simplification and efficient processes and are highly integrated into the core
activities of FedEx (Treacy and Wiersema, 1995).

FedEx uses an internal intranet for enhanced communication throughout the firm. This
intranet provides employees access to information, policies, customer details, and new
product or service announcements throughout the company's global operations. The
immediacy of the information transfer and access has allowed decision-making to be
made at the local level, another competitive advantage enabling FedEx to respond to local
market conditions more effectively. In addition, an internal business TV network keeps
employees up to date on company activities. For example, when the company acquired
Flying Tiger, the news was provided to employees via this in-house network, so they did
not have to learn about it from outside sources first (Keen, 1991). The effective intra-
organizational information-sharing has led to enhanced employee trust, teamwork, and
loyalty.

The advent of the Internet provided an opportunity for FedEx to enhance the logistics
chain as well as its customer relationships, changing the nature of competition within the
industry. Using the Internet, FedEx allowed its customers to track the delivery of their
packages online. Allowing customers to track packages reduced internal costs to FedEx.
Furthermore, by linking to the FedEx databases, the company's corporate customers were
able to better serve their own clients, increasing their loyalty to FedEx and reducing the
likelihood of switching to another provider (Goldman, Nagel, and Preiss, 1995). This use
of the Internet resulted in improved customer satisfaction and involvement, while
reducing costs through the reduction of call centers. In addition, FedEx information
technology capabilities include a knowledge base of expertise in shipping, customs
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brokerage, and governmental regulations, which supports the globalization of their
business and is value-added information for FedEx customers.

FedEx has extended its expertise in information technology applications to position itself
as a logistics integrator. This new business model goes beyond that of package delivery
to develop warehousing, notification, tracking, and packaging technology for its
customers. This enhanced business model also includes multiple new revenue streams
from each of the value-adding activities. This model is particularly attractive given the
development of Internet-based selling of physical products requiring full logistics support.
An example is the FedEx alliance with Laura Ashley. Under this agreement, FedEx took
over the warehouse and distribution activities. This provided a global distribution
network for Laura Ashley and firmly established FedEx as a logistics provider.

Conclusions

Information technology can serve as a significant catalyst for organizational change. The
impact of information technology can improve operating efficiencies across the
organization and improve the communication processes and decision-making of
employees. Other impacts include the opportunity for information technology to change
the basis of competition, by increasing the role of information in key business activities
and enhancing products and services and the dimensions on which they compete. New
business models also become possible through information technology, allowing firms to
change their approach to the market, management of the organization, and competitors.

Implementation of technology continues to be a challenge for all companies. The
tremendous potential for improvements through information technology is only fully
realized when existing organizational processes, incentives, and culture are reflected in
the implementation process. Successful use of information technology involves strong
organizational commitment and a clear identification of the role information technology
will play.
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The process of globalization has created new challenges for today's managers. Many of
them work for multinational companies, and for international joint ventures. Others have
gone through international mergers and acquisitions, or formed alliances with firms in
other countries.

In the late 1980s, the fierce competition between Japan and the USA called attention to
the cultural factor. At that time, articles in the business papers reflected fear and loathing
of Japan, trying to understand how Japan was growing, why it was dangerous, and what
to do about it (Fortune, 26 Feb. 1990). Over the years, an increasing number of American
managers found themselves negotiating with the Japanese, marketing their products in
Japan, offering services to foreign customers, and managing operations outside their
home countries. As a result, the popularity of guidebooks on how to do business with the
Japanese and other foreign countries grew. The need for such books testifies to the fact
that managers have recognized their lack of knowledge and competence in managing
across cultural borders.
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In the late 1990s, the competition between companies in different cultures turned from
conflict to cooperation in the form of mergers, joint ventures, and business alliances. In
the last year, the business news headlines captured large-scale international mergers such
as the ones between Ford-USA and Volvo-Sweden; Chrysler-USA and Mercedes-Benz-
Germany; Deutsche Bank-Germany and Bankers Trust-USA; and between Renault-
France and Nissan-Japan. A wedding ceremony has become a common metaphor for
international mergers, with a question mark concerning whether these mergers will last,
or disintegrate.

The mode of cooperation rather than competition requires a better understanding of the
international partner than merely knowing the competitor. It seems that the need for
understanding cross-cultural differences and similarities is becoming increasingly crucial
for effective international partnerships and their managers.

The objective of this chapter is to propose principles which could serve as guidelines for
managers in selecting and implementing effective management practices outside their
home country.

The Main Principle: Effective Managerial Practices
Should Best Fit the National Cultures Represented in
the Workplace

Managers and employees in different cultures bring to their workplace the codes of
behavior and norms of their own cultures. These norms and cultural values shape the
organizational processes and managerial practices in the organizations. Therefore,
different managerial practices are implemented in organizations in different parts of the
world. For example, in individualistic cultures, such as that of the USA, the selection
procedure of new employees is based on their personal records. In collectivistic cultures,
such as that of Mexico, recommendations by family members, who already work for the
company, serve as an important criterion for selecting new employees. In the USA,
promotion to higher managerial levels is based on personal achievements, as they appear
in the performance appraisal records. However, in collectivistic and hierarchical cultures
such as that of Japan, seniority plays a major role in promotion decisions. Payment based
on results constitutes a greater part of Americans’ compensation packages compared to
those in Europe. In European countries, flat salaries are more common than in the US.
The compensation package of American managers consists of a large portion of stock
options, whereas this is less common for managers in European countries.

There are so many different codes of behavior and variations of management practices
that they cannot all be described in the “how to” books. Managers, therefore, should use a
small number of principles that will guide their choice of practices, and their behavioral
norms.

The principle of fit between cultures and management practices can further be divided
into the following sub-principles.



The first sub-principle: identify the cultural characteristics of the country you have
business with

Employees evaluate management practices as enhancing or threatening their well-being
and self-worth. Managerial approaches that are at odds with prevailing cultural values are
unlikely to be effective because the employees won't like to adopt them. Since cultures
differ in the values they endorse, people from these cultures often interpret the same
managerial practices quite differently.

Culture is best defined as a shared meaning system (Hofstede, 1980; Kluckhohn, 1954;
Schwartz, 1992; Shweder and LeVine, 1984). In metaphorical terms, culture is the
software of the mind (Hofstede, 1991). Culture shapes the core values and norms of its
members. These values are shared and transmitted from one generation to another
through social learning processes of modeling and observation, as well as through the
effects of individual actions (Bandura, 1986). Homogeneous societies form tight cultures,
and their norms and values are closely shared by most members of the society. Societies
consisting of sub-groups with dissimilar norms and values form loose cultures (Triandis,
1989).

Cultures differ in their content components. The two values that depict most of the
variance among cultures are: collectivism versus individualism, and power distance.

Individualism-collectivism portrays the level of interrelatedness among members of one
culture (Hofstede, 1980; Triandis, Bontempo, Vilareal, Masaaki, and Lucca, 1988).
Collectivism means preference to work in teams, subordination of personal goals to
group goals, concern for the integrity of the group, and intense emotional attachment to
the in-group. In contrast, individualism emphasizes personal autonomy and independence,
adherence to personal goals, and less concern and emotional attachment to the in-group
(Triandis et al., 1988). The United States, Australia, and England are highly
individualistic cultures, whereas South America, Pakistan, Korea, Japan, and Taiwan are
highly collectivistic.

Power distance reflects the level of equality in the society. High power distance means
low equality in the society and a clear power structure in organizations. Employees in
such cultures know their place in the organizational hierarchy, and there are clear status
symbols that differentiate between employees at different organizational levels. On the
other hand, in low power distance cultures, employees feel free to disagree with their
boss and to express their ideas openly. Malaysia, the Philippines, Arab countries, and
India are known for their high level of power distance. In contrast, Israel, Scandinavia,
and New Zealand are known for their low levels of power distance.

Recently, a group of more than 80 researchers, headed by Robert House from the
Wharton School, has joined efforts to conduct the Globe Study in sixty different countries.
This study assesses differences and similarities in cultural and organizational values, as
well as in preferences for leadership characteristics. Figures 29.1 and 29.2 portray the
cultural values of collectivism and power distance in a sample of eight countries,
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including the USA, England, West Germany, East Germany, Russia, Finland, Japan, and
Israel.

The results demonstrate that in this sample, Japan appeared as the country with the
highest level of power distance, and Israel as the most egalitarian country. Similarly, the
USA is the most individualistic culture, and Japan and Russia are the most collectivistic
cultures in this sample.

Figure 29.1 The cultural value of collectivism in eight different countries

Figure 29.2 The cultural value of power distance in eight different countries

Three additional values that help differentiate among cultures are: Uncertainty avoidance,
masculinity/femininity, and future time orientation.

Uncertainty avoidance reflects the extent to which members of the society feel threatened
by uncertain or unknown situations. High levels of uncertainty lead to anxiety.
Organizations that seek to avoid uncertainty have formal rules and regulations, clear task
definitions, and low tolerance for deviation from the rules and norms. On the other hand,
organizations with high tolerance for uncertainty are less formal, more flexible, and allow



for higher levels of heterogeneity in norms and behavior. Cultures with high levels of
uncertainty avoidance are: France, Belgium, Greece, and Portugal. Cultures with low
levels of uncertainty avoidance are Denmark, Sweden, and Singapore.

Masculine versus feminine cultures. The former pertains to societies in which social
gender roles are clearly distinct (i.e., men are supposed to be assertive, tough, and
focused on material success, whereas women are supposed to be more modest, tender,
and concerned with the quality of life). Femininity pertains to societies in which social
gender roles overlap (i.e., both men and women are concerned with the quality of life)
(Hofstede, 1991). Japan is classified as the most masculine country, followed by Austria,
Venezuela, and Italy. The most feminine cultures are Sweden, Norway, the Netherlands,
and Denmark.

Future time orientation reflects the extent to which the culture focuses on long-term
planning and outcomes, and on the delay of gratification. The Dragon countries,
including Japan, Hong Kong, and Korea, are high on this scale.

Employees internalize the cultural values and use them to evaluate the meaning of
different managerial and motivational approaches as either opportunities or threats. For
example, differential reward systems would be positively viewed by employees in
individualistic cultures, and team-based incentives would be appreciated by employees in
collectivistic cultures.

People in different cultures internalize the prevalent cultural values of their society.
Therefore, they differ in the meaning they ascribe to a particular managerial approach. To
further understand what motivates employees in other cultures, and how they interpret the
meaning of various managerial practices, managers should first develop self-awareness
and understanding of their own motives and values.

The second sub-principle: understand yourself and the cultural values you
represent

The self is shaped by the shared understanding within a particular culture of what it
means to be human (Cahoone, 1988; Cushman, 1990). The enduring attachments and
commitments to the social environment help define the individual (Sandel, 1982). People
develop self-knowledge through direct experience and evaluations adopted from
significant others.

People strive to have positive self-perceptions and to experience self-worth and well-
being. They strive to fulfill the motives of enhancement, efficacy, and consistency. Self-
enhancement reflects the motive of maintaining a positive cognitive and affective state
about the self; the motive of self-efficacy is the desire to perceive oneself as competent
and efficacious; self-consistency is the desire to sense and experience coherence and
continuity.
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People monitor and evaluate the extent to which their behavior leads toward the
fulfillment of the three motives and the degree to which the work setting offers
opportunities for such behaviors (Bandura, 1986; Markus and Wurf, 1987).

The self and the self-motives are shaped by the cultural values and they set the standards
and criteria for self-evaluation. These criteria vary across cultures and, consequently, they
shape different selves. Individualistic cultures shape the independent self, who attends to
personal criteria and standards for evaluating the meaning of certain management
practices as enhancing or inhibiting opportunities for self-worth and well-being (Triandis,
1989; Markus and Kitayama, 1991). On the other hand, collectivistic cultures shape the
interdependent self, who internalizes the criteria and standards advocated by his/her
reference groups.

One common measure of the independent and interdependent self is the Twenty-
statement Test, asking a person to write 20 statements starting with the words “I am.”
People with a strong independent self use individual characteristics, such as “I am smart,”
“I am tall,” more frequently than those who rank high on the interdependent self scale.
The latter use attributes that reflect their relationships with others, such as “I am a
father,” “I am a member of the golf club,” etc.

Managerial and motivational practices that satisfy the self-motives of the independent
self would be different than those satisfying the interdependent self. For example, self-
enhancement driven by the independent self motivates individuals toward personal
accomplishment. The independent self evaluates positively managerial practices that
provide opportunities for individual success. People driven by the interdependent self, on
the other hand, experience enhancement when they contribute to the success of the group.
Similarly, self-efficacy becomes salient in the case of the independent self, whereas
collective efficacy, or the perceptions of the group as competent, is important for the
interdependent self. Finally, self-consistency of the independent self is interpreted in
reference to the individual's personal history. On the other hand, the interdependent self
evaluates the level of collective consistency in line with the collective history of the
group to which the person belongs.

The self constitutes the link between the macro-level of culture and managerial practices,
and the micro-level of employee behavior. Employees use their cultural values as criteria
for evaluating the potential contribution of various management practices to the
fulfillment of their self-derived motives. Erez and Earley's model of cultural self-
representation (1993) portrays the above relationships between culture, self, management
practices, and employee behavior (see figure figure 29.3).
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Figure 29.3 The model of cultural self-representation

Managers who are aware of their own cultural values and motives can transfer this
knowledge and develop understanding of other people's values and motives. Once they
identify the cultural characteristics of people from other cultures, they can develop a
better understanding as to how employees in foreign cultures would react to various
managerial approaches.

The third sub-principle: understand the cultural meaning of various managerial
practices



Managerial practices represent certain ideological or philosophical frameworks. For
example, differential reward systems and flat salary systems reflect different value
systems. The former represents cultural values of individualism and inequality, whereas
the latter represents cultural values of collectivism, where productivity is measured on the
team level and compensation is based on team performance. Top-down communication
systems represent high power distance, whereas two-way communication systems
represent low power distance. Formal rules and regulations and extensive written
documentation represent high uncertainty avoidance, whereas flexibility, risk-taking, and
low levels of formality represent low uncertainty avoidance. Long-term investment in
R&D represents future time orientation, whereas short-term goals and balance-sheet
reports every quartile represent short-term orientation. Finally, the high percentage of
women in socially oriented professions rather than in engineering and the sciences, and
their low representation in the top managerial levels, represent masculine rather than
feminine cultures.

Very often, consultants and practitioners serve as agents of certain managerial techniques.
They advise management how to implement these techniques, following success stories
in other places, while overlooking the cultural and ideological meaning of such
techniques. For example, the CEO of one steel company in Israel, who came to the
company after many years of military service, was known for his authoritarian leadership
style. He visited the steel industry in Japan and was very impressed with the participative
management approach and the quality control circles in Japan. Upon returning to Israel
he called all his senior managers, told them about his visit, and commanded them that
“from now on, you are going to implement participative management in the
organization.” Obviously, his “tell” style was not a good model for participative
management.

The three sub-principles – understanding the cultural values, knowing your self-motives
and values, and understanding the values reflected by various managerial approaches –
should serve managers for selecting and implementing managerial practices that best fit
the cultural values. These three sub-principles constitute the general principle that
proposes that successful implementation of managerial practices depends on their
congruence with the cultural values embedded in the organization where they are being
implemented.



Figure 29.4 Management practices according to cultural dimensions of group versus
individual focus, and power distance

Matching management practices to cultural variations



Management practices represent the way managers do things in their organizations: the
way they delegate authority, allocate rewards, make decisions, design jobs, and
implement programs such as quality improvement.

Figure 29.4 portrays the differences between cultures with group versus individual focus,
and with high versus low power distance, in the implementation of management practices.

The following section elaborates on the implementation of rewards, participation in
decision-making, and quality improvement systems in different cultures.

Reward allocation. One of the key questions is how to allocate rewards in order to
enhance motivation. If you are an American manager, you are most likely implement the
principle of “rewards for performance.” However, in the global world there are three
principles for reward allocation: the principle of equity, i.e., according to each
individual's contribution; the principle of equality, i.e., equal shares to all individuals; and
the principle of need, i.e., according to each individual's needs.

In most individualistic cultures, the rule of equity serves as the criterion for reward
allocation. Employees receive rewards based on their individual contribution to goal
attainment. For this purpose managers use individual performance appraisal to evaluate
the individual's contribution.

On the other hand, the rule of equality fits in with group-oriented, collectivistic values.
Chinese managers, who have collectivistic values, used the equality rule in allocating
rewards to in-group members more than did Americans (Leung and Bond, 1984; Bond,
Leung, and Wan, 1982). In fact, Chinese people used the rule of equality more than
Americans did for allocation to both in-group and out-group members. However, for out-
group allocation, the rule of equality was used when the allocation was public, but the
rule of equity was used when allocation was done privately. Similarly, Koreans perceived
more favorably allocators who used the equality rule than those using the equity rule,
compared to Americans. In Europe, the Swedish people used the rule of equality more
frequently than the Americans did (Tornblom, Jonssons, and Foa, 1985). The Swedish
education system discourages competition in favor of cooperation and teamwork. In
addition, the Swedish viewed the need rule more positively than did the Americans. The
need rule was most highly preferred in India (Berman and Singh, 1985). Allocation on
the basis of need predominates in collectivistic cultures, and particularly when needs
become visible, as is the case in India (Murphy-Berman, Berman, Singh, Pachauri, and
Kumar, 1984).

The above findings lead to the conclusion that the application of an inappropriate
distribution rule may cause feelings of injustice, and demotivate employees. Therefore,
knowledge about cross-cultural differences with regard to preferences of allocation rules
is vital for implementing motivational techniques.

Employee participation, and teamwork. Participation in goal setting and decision-making
is not value-free. From a political perspective, it increases workers’ control over the
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means of production, and it conveys the belief that participatory democracy is a social
value in and of itself. Ideological differences between the US and Europe led the pro-
participation voice in the US to advocate voluntary adoption of participative practices,
whereas, in many European countries, government legislation mandates compulsory
participation. In general, European countries, including England, Scandinavia, and West
Germany, when compared to the US, are known to be more socially oriented, and to
display lower levels of power distance between different organizational levels (Hofstede,
1980).

It is, therefore, reasonable to propose that cultural background can influence the level of
employees’ participation in decision-making in organizations. Moreover, employees in
highly egalitarian and group-oriented cultures, such as that of Israel, reacted negatively to
goals that were assigned to them, as compared to employees who were allowed to
participate in goal-setting. This negative response to assigned goals was not observed
among employees in more individualistic and less egalitarian cultures, such as the US
(Erez and Earley, 1987). In individualistic cultures, group goals often result in social
loafing and free-riding because group members do not share responsibility to the same
extent as group members in collectivistic cultures. On the other hand, social loafing was
not observed in group-oriented cultures, such as China and Israel (Earley, 1989; Erez and
Somech, 1996). In individualistic cultures, social loafing disappears when individual
group members are held personally accountable and responsible for the group outcomes
(Weldon and Gargano, 1988). This means that in individualistic cultures, effective teams
should be designed with low levels of interdependence among group members, to allow
individual group members to feel personally accountable for group performance, and to
be able to identify their individual contributions.

Quality improvement in Japan versus the US. The quality of products and services
becomes a major factor in the competitive advantage of companies. Therefore, programs
of quality improvement are implemented all over the world. However, these programs
take different forms in different cultures. Let's look at the differences between the quality
improvement programs in Japan and those in the US.

Japan. In Japan, the prevalent method of quality improvement is the quality control circle.
These “circles” are small groups in the same work unit that voluntarily and continuously
undertake quality control activities in the workplace.

In line with their group-focus culture, Japanese quality improvement (QI) programs are
designed for teams. From the employee's perspective, this system allows everyone to
participate and have the opportunity to experience enhancement and efficacy as part of
the group. Quality circles (QCs) encompass all the organizational levels, from top to
bottom, and they are both hierarchical and lateral. Through participation in QCs,
employees successfully identify significant problems and create solutions to these
problems. In accordance with Japan's high power distance, a group leader is appointed to
each QC. This person receives extensive training in quality and team management, and
runs the meetings.
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Quality improvement activities on the company level are supported by the nationwide
organization of the QC Headquarters at JUSE (Japanese Union of Scientists and
Engineers). This organization provides information about how to start quality control
circles’ activities, how to operate them, and how to maintain and assure their continuation.
The organization established the national Deming prize, which is awarded to companies
that have attained remarkable results in quality improvement.

USA. In contrast to Japan, quality control circles are less popular in the United States.
The following section elaborates on the implementation of rewards, participation in
decision-making, and quality improvement systems in different cultures.

A survey conducted on the Fortune 1000 companies (Lawler, Mohrman, and Ledford,
1992) revealed that 70 percent of companies reported that almost none of their employees
were involved in QC-type programs, and only 2 percent of companies reported that 80
percent of their workforce was involved in quality circles. Quality control circles are not
a natural outcome of an individualistic society such as that of the USA. In general,
American workers place a stronger focus on personal evaluation and personal standards.
Therefore, they are more highly motivated when they feel personally responsible and
accountable for the level of quality, than when they work within other frameworks. To
encourage teamwork, individual contribution to team-level activities should be
acknowledged and rewarded.

Although personal responsibility for quality is necessary, it is not enough to effectively
implement a company-wide program in a complex organization. At this level, a system
approach, including strategies at the organizational, team, as well as individual level, is
necessary to make QI effective. The US national initiative to reward quality improvement
programs of systems, rather than those of an individual or team, was led by the creation
of the Malcolm Baldridge National Quality Award, established in 1987. The award
recognizes firms that have achieved excellence through adherence to the quality
improvement process. Among the winners since 1987 are Motorola Inc., Federal Express,
Xerox Business Products and System Group, General Motors Cadillac Division, IBM
Rochester, and the Wallace Company.

Japan versus the US. The most notable characteristic common to Japanese companies
that won the Deming Award and American companies that won the Baldridge Award is
the thorough involvement of their top management teams in setting the vision of quality
improvement, communicating it to employees throughout the entire organization, and
becoming personally involved in the implementation process.

Second, Japanese companies and all Baldridge Award winners encourage employees to
voice their concerns and show involvement. Yet in the US a greater emphasis has been
placed on the individual employee: attitude surveys monitored employee satisfaction and
identified problem areas. The results were fed back to the managerial levels, and
managers were asked to address employee concerns. In Japan, the emphasis is mainly at
the team level, and most of the activities of quality improvement are processed via the
quality control circles.
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Third, in both countries quality improvement programs grant employees more authority,
and responsibility for quality improvement. However, in Japan employee involvement is
exhibited mainly through team participation in identifying quality problems and in
generating and implementing solutions to the problems. In contrast, in the US the
emphasis on employee involvement is manifested by delegating responsibility to
individual employees. For example, customer service is improved by allowing employees
to have more discretion in making decisions while serving their customers, thus
eliminating the need for time-consuming approvals of a definite set of decisions.
Japanese managers show support through group participation, whereas American
managers use empowerment to delegate authority to individual employees.

Fourth, in both countries training was found to be crucial for the acquisition of
knowledge and skills and for the internalization of values and behavioral norms of quality
improvement. The Quality Award winners in the US invest more in training than other
companies do. Training programs help develop skills and abilities necessary to perform
well not only as individuals but also as teams. In many work situations, effective
performance depends on the coordination among team members and on their
collaborative efforts. In such cases, training programs that educate employees to become
effective team players facilitate a cultural change from individualistic to group-oriented
values.

Fifth, an employee appraisal system is crucial to quality improvement because it
measures the employee's accomplishments. Although Deming himself objected to
individual-level performance appraisal, it is still used by most of the American winners of
the Baldridge Award. This is consistent with the individualistic culture in the US, where
workers look for personal evaluations. Westinghouse uses a management-by-objectives
(MBO) performance review system, with quality improvement as a major criterion for
evaluation. Deming objected to MBO as well, because it is outcome rather than process
driven, and it emphasizes quantitative rather than qualitative results. Yet MBO can be
modified to emphasize processes and to set quality rather than quantity goals. For
example, Motorola, which had already cut defects from 6,000 per million to only 40 per
million in just five years, had a goal of further cutting defects by 90 percent every two
years throughout the 1990s. Quality criteria are often included in employee performance
evaluations. Federal Express, for example, rates employees on both quality of work and
customer service. Xerox evaluates employees on an individual basis, but contribution to
the team is one important criterion for evaluation. Thus, the American way of managing
employees for quality improvement differs from that of the Japanese, as it is geared
toward the individual employee rather than toward the team.

Sixth, similar to the appraisal system, the reward system and recognition programs in the
US integrate rewards based on individual and team levels. At Xerox, individuals are
nominated for the President's Award, or the Xerox Achievement Award. Teams compete
for the Excellence Award and the Excellence in Customer Satisfaction Award.
Westinghouse has implemented peer review for determining their quality achievement
winners.



In addition to individually based pay systems, there are also organizationally based pay
systems, such as employee stock ownership plans, profit-sharing, and gain-sharing. While
it is the individual incentive pay system that is prevalent in the most successful Fortune
1000 companies, over 50 percent of these companies use, in addition, reward practices
that include non-monetary recognition, team incentives, knowledge/skill-based pay, and
cafeteria-style benefits.

Individually based recognition and rewards are inconsistent with Deming's approach,
which advocates cooperation rather than competition. Unlike American companies,
Japanese companies offer recognition and rewards to their quality improvement teams.

To summarize, programs of quality improvement have common characteristics that are
universal, such as: shifting authority and responsibility down to the employees
themselves, training employees to improve their knowledge and give them the skills
necessary for quality improvement, evaluating employees’ contribution to quality
improvement, and rewarding their achievements. However, in the US and Japan these
general principles take different forms that are congruent with the different cultural
values. Successful QI programs in the US include a strong focus on the individual in
terms of delegation, evaluation, and rewards. Employees are empowered to be personally
accountable for quality. While team-level components are present, companies work to
facilitate their effectiveness through training and measuring individual contribution to
team efforts. These strategies fit well with the tenets of US culture. In Japan, on the other
hand, quality control circles regulate the quality improvement activities. Employees
become part of the quality improvement program by participating in the QC circles. The
hierarchical structure of the Japanese culture can be observed in the hierarchical
organization of the QI activities. From the national level to the organizational level, and
down to the organizational units and quality improvement teams, these differences in the
form of implementation of quality improvement programs reflect the cultural differences
between the US and Japan. Global managers should be sensitive to such cultural
differences and implement managerial practices that are congruent with the cultural
values.

International Mergers and Acquisitions: Reconciling
Cultural Differences

International mergers and acquisitions (M&A) have become a major phenomenon in
today's business world. They create an excellent opportunity for examining the process of
cultural change when companies from two different cultures merge into one company.
An acquisition means that one organization acquires ownership over the other, whereas
merger is the joining or blending of two previously discrete companies.

The objective of mergers is to strengthen the financial health of the company, such that
the combined organization will be financially stronger than the sum of the two separate
companies. Mergers and acquisitions create a competitive advantage in terms of
knowledge-sharing, market-sharing, and attracting shareholders. However, in the long



run, between 50 and 80 percent of mergers fail. Human problems seem to explain half of
these failures (Cartwright and Cooper, 1996). One of the key problems in mergers and
acquisitions stems from underestimating the difficulty of merging two cultures. In the
case of international M&A, the cultural differences are reflected at both the
organizational and the national level. Mergers and acquisitions are stressful to the
employees. They often mean loss of identity, non-use of their knowledge and skills,
increased ambiguity, inability to focus on the work itself, and loss of key people who
leave the organization.

National cultures and organizational cultures can be described on similar dimensions
(House et al., 1998). Cultures can differ on five dimensions: (1) their power structure
(national level – egalitarian/non-egalitarian, organizational level –
centralized/decentralized); (2) in the way people relate to each other (national –
collectivism/individualism, organizational – team/individual focus); (3) in their tolerance
for risk and ambiguity (national – high /low uncertainty avoidance, organizational
bureaucratic/non-bureaucratic); (4) in their values of masculinity/femininity (high/low
differentiation between male and female roles at both the societal and organizational
levels); (5) in their time orientation (long/short orientation at both the national and
organizational level).

What happens when organizations from two different cultures merge together? First, the
two organizations have to agree on the form of acculturation. Acculturation involves two
factors: the desire to maintain one's own cultural identity, and the desire to develop a
relationship with the other culture (Berry, 1980; Nehavandi and Malekzadeh, 1988).
These two dimensions lead to four different types of acculturation: (1) maintaining one's
own values combined with a strong desire for relationships leads to integration; (2)
maintaining one's own values without a desire for a relationship with other cultures leads
to separation; (3) low maintenance of one's own values combined with a strong desire for
a relationship leads to assimilation; (4) low maintenance of one's own values combined
with a low desire for a relationship leads to marginalization. The two organizations
should agree on whether they both prefer integration, assimilation, or separation.
Problems occur when there is no agreement and one organization attempts to impose its
preferred mode of acculturation on the other organization.

When the two organizations reach a consensus on the form of acculturation, the scope of
the differences in their cultural values affects the successful implementation of the
acculturation process. The merger will be successful when there is a cultural fit or when
the acquiring organization allows the other organization to maintain its independence.
According to Cartwright and Cooper (1996), when the acquiring organization is
characterized by high power distance and the acquired organization by low power
distance, there will be a cultural clash and merger failure. Furthermore, if one accepts the
thesis that capitalism has a competitive advantage in world economics over other
institutional forms, then one may predict that acculturation will be easier when the
acquiring organization is also more individualistic, less bureaucratic, and with low levels
of gender role differentiation.
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Cultures differ from each other in their resistance to change. The strongest resistance to
change characterizes cultures of high power distance, low individualism, and high
uncertainty avoidance. Among these cultures are most Latin-American countries,
Portugal and Korea, followed by Japan, France, Spain, Greece, Turkey, and Arab
countries. Cultures with low levels of resistance to change are low on power distance,
high on individualism, and low on uncertainty avoidance. This category includes the
Anglo countries, Nordic countries, and the Netherlands, followed by Singapore, Hong
Kong, and South Africa (Harzig and Hofstede, 1996).

Managers should, therefore, take into consideration the cultural characteristics of both the
acquiring company and the acquired company. For example, when an American company
acquires a Mexican company, it is not enough to know that the characteristics of the
American company facilitate the acculturation process. One should also take into
consideration that the cultural gap between the two companies is quite high, and that it is
not easy to change the Mexican company's culture. Suppose that a Japanese company
acquires an American company. On one hand, the American company typically should be
more amenable to change; nevertheless, the cultural gap between the two organizations is
quite high, and the adjustment to a culture of high power distance, high collectivism, and
high uncertainty avoidance, such as the Japanese culture, is not easy.

The procedures adopted for acculturation play an important role in determining its
effective implementation. The initiation of any cultural change should start from the top.
The top management team should articulate the combined company's vision, clarifying
the added value to the two companies and their employees. They should be able to
effectively communicate their vision and prevail on employees to endorse it as well. To
overcome resistance to change, integration teams should be formed, consisting of
representatives of both organizations. These teams should first study the cultural
characteristics of the two companies. They should offer realistic merger previews that
minimize the ambiguity and stress, and help develop realistic expectations. Extensive
involvement of members of both organizations helps overcome resistance to change, by
increasing the commitment to the merger process, sharing knowledge and information
necessary for successful adaptation to change, and establishing group norms that facilitate
the change.

The integration teams should stimulate a two-way process of communication,
encouraging employees to share their concerns, identifying problems before they escalate,
and developing mechanisms to respond to and take into consideration employees’
concerns. The two companies should assure the well-being of their individual employees
by dealing with aspects related to pay, pensions, and job security. The importance of
integration teams becomes even more evident in the case of international mergers, where
more learning and understanding is required to narrow the cultural gap between the two
companies.

Summary and Conclusions
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Managers in the third millennium are global managers. They have to learn about cultural
differences, and how these differences shape the most effective managerial practices. The
development of sensitivity to others begins with self-knowledge. Managers who learn
about their own motives and cultural values can understand what motivates employees in
other cultures. Managers who are sensitive to the variation in cultural values understand
how such values shape the motives for coming to work, getting results, and innovating
and initiating new developments. This knowledge enables them to modify and implement
managerial practices that will be motivational and contribute to a person's sense of self-
worth and well-being. The main principle that should direct managers of the global world
proposes the adoption of those effective managerial practices that best fit the cultural
values of the organizations where they are implemented. This principle is supported by
three sub-principles: self-knowledge; the identification of cultural values of different
countries; and understanding of the meaning ascribed to various managerial practices by
people with distinct cultural backgrounds. Successful global leaders are those who adopt
these principles and use them as guidelines for implementing managerial approaches
around the globe.
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I present a new method for teaching management – teaching through principles. I start by
presenting the philosophical base of this method, objectivism, the philosophy of Ayn
Rand, focusing on the nature and cognitive role of concepts and principles. I then
describe two approaches that can be used when teaching through principles: The
inductive and deductive methods. I present examples of course principles that emerge
from the inductive approach. I conclude by discussing the challenges facing the
practicing manager who tries to apply and orchestrate principles learned in class in real
organizational settings.

Introduction
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Most instructors would agree that management is a difficult subject to teach. First, it is
very broad in scope: It entails scores if not hundreds of different aspects. The more one
studies the field, the more complex and bewildering it seems to be. Second, there are no
concrete rules or formulas to teach as in the case of accounting, finance, or management
science; management is as much an art as a science. Third, although there are theories
pertaining to different aspects of management (e.g., leadership), many find these theories
to be less than satisfactory (to put it tactfully), because they are too narrow, trivial, or
esoteric. Many instructors use the case method, but, as I will demonstrate, this method is
not useful without certain modifications.

The thesis of this article is that the essential solution to these problems is to teach
management by means of principles. I focus here on the teaching of management to
MBAs, although the methods I discuss are applicable to undergraduate teaching as well.
In my view teachers have four key responsibilities, which involve both content and
method. First, teachers have to define the objectives of the course: What do they want the
students to learn? Second, they have to select the teaching materials to be used and
structure the course: What are the students to read and to do? Third, they need to promote
learning: How will they help get the material into the students' heads in a useful and
organized way? Fourth, they need to assess learning: What did the students actually learn
and how well? I am concerned here with the third issue: getting the students to learn, that
is, to acquire knowledge. Teachers also have to take some responsibility for motivating
their students, but I assume most MBA students are quite motivated to learn, so I will not
address that issue here.

Before proceeding it is necessary to discuss the nature of knowledge. The process of
teaching entails helping students to gain knowledge and skill. This presupposes that one
knows what knowledge consists of and the mental operations required to get it. Thus
teaching rests on the field of philosophy, and most specifically on epistemology.
Epistemology is the branch of philosophy that deals with the nature and means of
knowledge. Of course, different philosophies have different epistemologies.

My own philosophy is objectivism, the philosophy of Ayn Rand (Peikoff, 1991).
(Teachers who have no explicit philosophy still must rely on some implicit philosophy to
guide their choices and actions in teaching – and in life.) Ayn Rand is most widely
known as the author of two best-selling novels, The Fountainhead (Rand, 1993) and
Atlas Shrugged (Rand, 1992). I used Atlas Shrugged in an MBA elective that I taught
entitled “Business Heroes in Fact and Fiction.” In this novel, in which business people
are the heroes and whose theme is the role of man's mind in existence, Rand presents her
philosophy in action.

Ayn Rand was a writer of the romantic school who wanted to portray the ideal man –
man as he could and ought to be. The concept of an “ideal” presupposes at least an
implicit philosophy. Because she rejected religion, Marxism, and skepticism, she had to
formulate her own, totally original philosophy, although she did acknowledge a debt to
Aristotle. Her philosophy, in outline form, is as follows: In metaphysics, objectivism
holds that reality is real, independent of the observer, and that it obeys causal laws. In
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epistemology objectivism asserts that all knowledge of reality comes from the senses and
reason, that reason is the faculty that integrates sensory material into concepts, and that
concepts – if formed by the correct method – are objective (Rand, 1990). In ethics
objectivism holds that life is the objective standard of morality, that reason is the highest
virtue, and that the individual should be the beneficiary of his own moral code and moral
action (rational self-interest). In politics objectivism upholds individual rights and
capitalism. In these respects, objectivism is the diametric opposite of postmodernism,
which holds that reality is a subjective social construction, that there is no objective
knowledge, that there are no objective values and no objectively correct political system.

Let me stress that the above is only a brief outline of objectivism, not a proof its validity.
The most systematic presentation of the philosophy is found in Peikoff's (1991)
Objectivism: The Philosophy of Ayn Rand.

As noted, I focus here on epistemology only. Thus I turn to the issue of how we come to
know the world and the method and form in which we develop and hold our knowledge.

Knowledge and Concepts

Knowledge is “a mental grasp of a fact(s) of reality, reached either by perceptual
observation or by a process of reason based on perceptual observation” (Rand, 1990: 35).
Man shares with animals the power to perceive reality by means of sense perception, but
he has the power to go one, very large step, further. He can integrate percepts into
concepts.

The issue of the nature of concepts has plagued philosophers since the ancient Greeks.
Usually the problem is formulated like this: What is the precise nature of the “one in the
many?” For example, every man is different in every particular respect from every other
man, so what exactly do we mean by the concept of man? To what does it refer? Where is
the “man-ness” in man? Does it consist of some metaphysical essence known only
through some type of ineffable intuition? Or is the concept man, and all concepts, simply
a matter of arbitrary, subjective convention? Objectivism answers: Neither of the above.
(For a brief discussion of preobjectivist views of the nature of concept formation, see the
Forward to Rand, 1990: 1–4. The rest of the book presents her own view.)

Ayn Rand's (1990) identification of the process of objective concept formation (in very
condensed form) is as follows:

 1 One starts by isolating (differentiating) a set of concretes on the basis of their
perceived similarities and distinguishing these concretes from others along some
common dimension (e.g., shape, color). An example is differentiating chairs from
tables.

 2 Then one integrates the similar entities into a single mental unit by ignoring (but
not denying) the differences among them, for example, tables have a common
shape but the particular dimensions (height, length, width) will differ among
tables. Ayn Rand's critical and original discovery here was the idea of
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measurement omission. Tables must have some shape but may have any shape
within certain limits. In forming the concept of table some particular shape (in
terms of height, etc.) is assumed to exist but is not specified. Ayn Rand's
definition of a concept is “a mental integration of two or more units possessing
the same distinguishing characteristic(s), with their particular measurements
omitted” (1990: 13).

 3 Concept formation is completed by formulating a definition that identifies the
essentials of the concept (the attribute on which the greatest number of other
attributes depend). The definition of man, for example, is the rational animal,
meaning that he has the power of reason. Reason is the characteristic that explains
the greatest number of actions that distinguish man from the lower animals. The
concept specifies that man possesses a rational faculty but the amount is omitted.
By the concept man, “we refer to the fact that they are living beings who possess
the same characteristic distinguishing them from all other living species: a
rational faculty – though the specific measurements of their distinguishing
characteristic qua men, as well as all of their other characteristics qua living
beings, are different” (Rand, 1990: 17).

 4 A concept is denoted by a word that concretizes the concept in one's mind.
Because the word stands for a concept, it represents an unlimited number of
concretes of a particular kind.

According to objectivism, a concept is not the same as its definition. The concept of man
includes all of man's characteristics and everything known about man, including
everything yet to be to be discovered. The definition only serves to identify essential
characteristics in order to distinguish the concept clearly from other concepts and to tie
the concept to reality.

Concepts, in the objectivist view, are neither in the world alone (intrinsic) nor in the mind
alone (subjective social constructions); they are the form in which a conceptual
consciousness grasps reality – and thus, if formed by a correct method, are objective.

Observe that the concept man enables one to hold, as a single mental unit, an unlimited
number of units of a particular kind. The role of concepts is to make possible what Ayn
Rand calls “unit-economy.” Consider another example: the concept of one million. One
cannot perceptually grasp this many units, but one can hold the meaning in mind by
means of a single number, and that number can apply to an unlimited number of different
entities (e.g., dollars, minutes, cars, miles, etc.).

Ayn Rand compares man's cognitive faculty with that of crows and relates the story (true
or not) of crows observing hunters coming into the woods and then coming out again. If a
small number of hunters were involved, the crows could directly perceive whether all
those who went in came out, and the crows therefore would remain in hiding until all the
men left. But if a larger number of men were involved (say, 6–10), the crows could not
tell if the same number came out as went in, because they could not count. The crows
would directly perceive: one, two, three, four, five … many. Because more than say, five,
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could not be held in mind perceptually, the crow would suffer cognitive overload when
that number was exceeded. Ayn Rand called this the “crow epistemology.”

Perceptually, man shares the crow epistemology with crows. He cannot hold in mind at
the same time more than about five to seven disconnected units directly. To go beyond
the crow epistemology, that is, beyond the perceptual level, he has to form concepts. For
example, if he grasps concepts of number, he can count the number of hunters.

The ability to form concepts vastly enlarges man's cognitive capacity. Animals can
directly perceive up to about five entities, but man can count into the billions and trillions.
Animals can deal with the immediate present and to a limited extent with the past
(through perceptual memory) and the immediate future (through anticipation of rewards),
but man can project millions of years into the past and future. Animals can directly
perceive our sun and moon; man can form concepts such as star and planet and can
invent the science of astronomy.

Higher level or more abstract concepts are formulated by integrating lower level concepts,
for example, table and chair into furniture, and so forth. This brings up another important
principle of objectivist epistemology: Concepts have a hierarchical structure, and all valid
concepts must be traced back to the perceptual level (Rand, 1990). The failure to do this
results in “floating abstractions,” that is, concepts disconnected from reality. The use of
floating abstractions is one of the near-fatal, epistemological “diseases” of modern
intellectuals.

Often these floating abstractions are called “constructs.” (In psychology they are called
“hypothetical constructs.”) Objectivism does not use this term, because it implies that
concepts are somehow “made up” according to the desires of the writer rather than
according to objective principles based on reality. Consider, for example, leadership.
This concept is formed by reference to the fact that in reality some people persuade other
people to pursue common goals. The particular goals and methods of persuasion are
omitted measurements. There is nothing arbitrary or hypothetical about this concept.

Principles

To survive requires more than man learning a long list of concepts. His conceptual
knowledge must be integrated. He does this by thinking in terms of principles. To quote
Peikoff:

A “principle” is a general truth on which other truths depend. Every science and every
field of thought involves the discovery and application of principles… . a principle may
be described as a fundamental reached by induction. Such knowledge is necessary to a
conceptual consciousness for the same reason that induction and the grasp of
fundamentals is necessary.

(1991: 218)
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Everyday examples of principles that we use (or should use) in everyday life are as
follows: “Be honest” (a moral principle); “eat plenty of fruits and vegetables” (nutrition);
“exercise regularly” (health); “save for the future” (personal finance); “do a conscientious
job” (work and career); and “do not drive under the influence of alcohol” (personal
safety).

It would be literally impossible to survive for long if one did not think in terms of
principles, at least implicitly. In terms of concrete details, every situation is different from
every other. Suppose, for example, that a child were told, “do not run across that part of
this street today.” What is the child to do on other days? On other streets? On other parts
of the same street? Such a dictum would be useless to the child after the day had passed
or if he were in another location. Properly, the child would be taught a principle such as
“never cross any street without first looking twice in each direction.” This could guide
the child's actions for life and in every location in the world.

Now let us take this idea into the realm of business. Suppose a business student
concluded from analysis of a particular case study that a certain high technology firm in
New Hampshire should replace the CEO, develop a top management team, and change to
a matrix structure. What could the student take away from such an analysis that would
help him be a better manager?

Nothing at all, if the analysis were left in the above form. The case study would only be
useful if the student could formulate some general principles from the case or from
studying a variety of cases. Assuming the principles are valid and are applied correctly,
students could then take these principles away from the course and use them to further
their own effectiveness as managers.

In formulating useful principles in any field, including management, the issue of level of
abstraction must be addressed. Principles that are too broad can be difficult to use without
formulating many, more specific subprinciples. Consider, for example, the principle, “be
rational.” This is certainly a valid management principle (and a valid principle for living
in general, see Rand, 1992), but in that form it would be a floating abstraction to most
people. To make the principle useful, one would have to be more specific, that is, explain
what being rational would actually involve in terms of narrower principles, such as “take
facts seriously, even if you do not like them,” “consider the long-range consequences of
your decision,” “evaluate your subordinates objectively, regardless of personal feelings,”
and so forth. (Even these subprinciples would require further explanation.)

On the other side of this coin, useful principles cannot be too narrow. Consider, for
example, the following: “Provide window shades for employees with desks near windows
to protect them from the glare of direct sunlight.” Although this is valid principle, it is
quite narrow and will not apply to most employees. Nor is it as fundamental as many
other principles, for example, “treat employees fairly.” Furthermore, the narrower the
principles, the more are necessary to guide managerial actions. If the number of
principles gets too large, people cannot hold them all in mind, and we are back to crow
epistemology.
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Thus I will argue here for teaching “midrange” principles – principles that are not so
broad as to seem like floating abstractions or so narrow as to cover too little ground.
Before giving specific examples of such principles, I want to address the issue of how to
actually teach them.

In line with a basic principle of objectivist epistemology, I do not want to present these
ideas as floating abstractions disconnected from reality. Thus I am going to present the
ideas as I actually implemented them. I describe the two methods I have used along with
the pros and cons of each. In what follows I talk only about my own teaching experience
simply because I do not know of anyone else who uses this method. What I hope to
accomplish here is to present the abstract idea of teaching through principles in
concretized form. I make no claim that my particular applications are the only possible
ones because principles can be used and taught in many different ways.

Teaching Management Principles Using the Inductive
Approach

This method is especially beneficial when teaching by the case method. As I implied
earlier, the case method, by itself, is useless, because every case is different from every
other, just as every business situation is different from every other … (and just as every
man or every apple is different from every other). Some teachers like to claim that the
case method is useful, because it teaches “analytical skills” or the like, but this does not
answer the question of how the students can do the analysis without bringing known
principles (acquired elsewhere) to the case or requiring them to develop such principles
implicitly. What I did was make the process explicit.1

The process of induction – the formulation of general truths from specific instances –
requires that one observe a number of specific instances. Induction is not, however,
simply a process of rote enumeration. Watching 10 pots boil at 212 degrees is not
necessarily better than watching one pot boil; what would be essential would be to look at
variations in conditions (e.g., the mineral content of the water, pressure, etc.) that could
affect the boiling point. In the case of management principles, what would be required is
to identify factors that lead to say, successful leadership, including the circumstances of
the case, and to discover why following that principle would foster success. Consider, for
example, a leadership principle such as “be proactive.” It would be necessary not only to
read about examples of active and passive leaders but also to show why an active leader
has a much better chance of success than a passive one.

Some readers might argue that induction from cases would require, in theory, reading
dozens or scores or even hundreds of cases – which is often impossible in a single course.
However, I do not think one necessarily needs a large number of exemplars. Here is how
I do it: The students read a case and we discuss it in class, following something like the
usual Harvard Business School procedures, for example, posing questions about each part
of the case and having the students respond and also bring their own work experiences
into the discussion if there is time. Then, during the last 10 to 15 minutes of the class
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period, I ask them to identify, based on this one case, some tentative, general
management principles that they could “induce.” I write the principles suggested by the
students on the board, clarify them, and condense them if two or more highly similar
principles are offered. I usually limit the total to no more than about five principles for
any one case. I tell the students to write these down in their notes or, if they wish, in a
“manager's handbook” that they will add to as the course progresses. If possible, we
spend some time indicating why the principles are beneficial. (If I were teaching that
course again, I would probably increase the time spent discussing principles to 20
minutes so that more time could be spent on this last point.)

Typically, I do one case (or two minicases) per class and about 10 to 14 cases per course.
(Classes last about an hour and forty minutes twice a week.) The 7-week core OB class at
the University of Maryland covered leadership, motivation, decision making, creative
problem solving, team effectiveness, and power and influence. The topics were chosen
from a wider list of OB topics through surveying MBAs and recent MBA graduates based
on what OB topics they thought would be most useful. Cases included Iacocca; Erik
Peterson; Pratt and Whitney, Ellen Moore, Donna Dubinsky, and several minicases from
Harvard Business Review and other business publications. They were chosen to be
relevant to the course topics and were accompanied by one or two assigned readings for
each class. These readings were discussed briefly at the beginning of each class.

After reading about 10 to 14 cases, the students have a list of about 50 to 70 principles.
(The number of cases that can be covered obviously depends on the length of the course
and the length of the cases.) Many of the principles in the master list are actually repeats,
because the same principles may be induced from more than one case. At this point, of
course, they can use “real” induction, because they have read not only the 10 to 14 cases
but an equal or greater number of readings.

The final exam, given with open notes and outside preparation, calls for students to
induce from their master lists eight core management principles, each one based
preferably on several cases. By core I mean principles that are important and implicit in a
number of different cases. Students are asked to identify the specific cases from which
each principle was induced and to justify the principle by indicating why it was beneficial.
For each principle, they are also asked to identify relevant subprinciples – principles
required for the main principle to work. Finally, they are asked to list the eight principles
in order of importance. (They were not very good at this last, probably because I did not
spend enough time on it.)

The following is my most recent list of core principles of the course in order of
importance, as I communicated them to students after reading the final exams. The list is
based on both my own inductions and theirs and has been edited slightly. There was some
leeway allowed, so I included more than eight principles in the list. Even so, this list is
not exhaustive but represents the most important course principles:

 1 Take reality (facts) seriously. Do you see why this MUST be first? Nothing
works if you are not in touch with reality. Reality must have priority over wishes



and demands, and over ego. (A healthy ego always puts reality first. This IS in
one's long-range, selfish interest.)

 2 Lead through vision. This means foresight (seeing ahead), seeing the whole
and having a long-range focus. Beware of the danger of living in the past due to
prior success.

 3 Promote core values for the organization. Be a role model. Money alone
cannot be the core value or it would lead to dishonesty. Be aware of different core
values in different organizations and cultures.

 4 Communicate in all directions and by many means. This includes both
listening and telling and tolerating (and even encouraging) constructive
disagreement and conflict. (The latter point could be a separate principle.)

 5 Be proactive not only downward but upward (if you are not the CEO). Show
initiative. Show energy, passion, enthusiasm, and speed (urgency).

 6 Set clear and challenging goals to attain the vision.
 7 Gain credibility by the 3 Cs: competence, character, and caring (the latter is

relevant but not a primary concern in a business organization).
 8 Build effective teams where needed for the purpose of coordination and

communication. Get competent members with diverse skills and outlooks; make
sure they have a clear purpose; use good team processes, such as healthy conflict.
Staff teams with competent people.

 9 Empower subordinates, especially on the means to reach goals. Make sure
members have the needed skills. Do not delegate core values or vision.

 10 Other possibilities (aside from breaking up some of the aforementioned):
Manage by positives and not by fear; make good decisions by using sound
processes; promote creativity.
We studied 14 “cases.” Most principles were entailed in at least 4 or 5 of these. I
hope you will find these useful in your business career. And I hope you can add to
these based on your other courses! Best regards for a successful career. E. L.

Obviously these are not the only important management principles (e.g., the list does not
include HR or strategic management principles), but I believe they are important ones.
The principles that the students induce, of course, will depend on the cases and articles
chosen, and that depends on the purpose, title, and focus of the course. In this respect, the
instructor can to a considerable extent “manage” what principles will be induced.

There were other aspects to the course. For the open notes midterm, students read a
minicase on leadership and analyzed it in terms of the leadership principles we discussed
up to that point. In other words, they had to apply principles. They also had a field project.

The critical skill for students to learn here is transitioning easily from the concrete to the
abstract – from specific case events to general principles and from principles to analysis
of, or application to, concrete events. This, I have found, is amazingly hard for people –
probably because they have been educated to believe that concepts are disconnected from
reality and that they cannot be certain of anything and therefore cannot even formulate
valid principles. Even more surprising is the difficulty people have formulating principles
normatively. Even professors have a very hard time distinguishing between normative



principles and descriptive ones (e.g., “set challenging goals to get high performance” vs.
“people perform better when they have high goals”). Management principles should be
phrased normatively if they are intended as a guide to action.

The main advantage of the inductive approach is that the students learn to develop
inductive thinking skills, especially integration, and are able to formulate the principles in
their own words so that they will be personally meaningful. This, I believe, aids retention.
Learning to think inductively is a very critical managerial skill, especially if managers are
to learn anything from experience. Such learning is not automatic. It requires that
managers conceptualize what they have learned. Formulating principles is a very good
way to do that.

It may be asked: What if students come up with principles that the instructor thinks are
trivial, useless, or invalid? I have not found this to be a problem, but there are a variety of
ways to handle it. Ask other students to comment on the questionable principle; they may
identify its flaws. Or, ask the student how important that principle is compared to others.
Or, see if the principle is already implicit in some wider and more important principle, in
which case it can be discarded. Finally, at the end of each class, the instructor can pick
from the larger list the five or so principles he would like the students to take away from
that class.

The main disadvantage of the inductive approach is that students may not get sufficient
practice in applying the principles, for example, going from the general to the particular,
although some of this occurs in the midterm. If I were teaching the inductive approach
again, I would probably find a way to give the students more practice in application.

Summary of Inductive Approach

The inductive approach certainly does not have to be taught exactly the way I taught it.
The essential point here is for students to develop the skill of formulating principles after
observing a number of concretes, that is, of integrating their observations so that they do
not consist simply of journalistic lists of facts but of principles that are general enough to
be applied elsewhere. It is also important for the student to understand why the principle
is valid – why it will be beneficial to the leader and the organization if it is applied and
why it will be harmful if it is neglected or violated. These reasons can be induced, in part,
from the cases and readings but can also be grasped, in part, by deduction (e.g., What
would be likely to happen if…?). Let me now turn to deduction.

Teaching Management Principles Using the Deductive
Approach

I first taught the OB core course deductively. It was a full-semester, 14- to 15-week
course that required more time that the 7-week course allowed. The deductive method is
especially suitable for evening students, because it relies heavily on the students’ sharing
their current work experiences with the class.



Using this method requires the instructor to formulate the course principles in advance,
with each principle spanning three consecutive classes as follows:

 • Class 1 (of each overlapping set of three classes). One principle is announced
and explained. (Students have assigned reading on the principle before this class
meeting.) There is a video or class exercise to concretize or illustrate the principle,
for example, for goal setting, different segments of the class are given different
levels of goals on a simple task and the results are compared. The purpose of the
reading and exercises is to insure that the students thoroughly understand the
principle, why it is beneficial, and how they can tie it to concrete examples.
Before the class is over, a team of about 3 to 4 students is chosen to make a
presentation on that topic during the next class based on their work experience as
it relates to that principle. (The full presentation schedule is set on the first day of
class.)

 • Class 2. The team makes a 15- to 20-minute presentation on the principle
introduced in the previous class. The presentation is based on the students’ work
experiences. One member might present a positive use of the principle (how it is
used effectively at his place of work); a second student might present a negative
example (how the principle is not applied or is applied incorrectly at his
workplace); and the third student might give an overview of how one makes this
principle really work.

 • I allow considerable leeway for creativity here and the students come up with
very imaginative ways to present principles as they apply real work situations,
including dramatic skits. This aspect of the course is the equivalent of the “case”
part of the course using the inductive method, except that the concrete examples
here are from the students’ own jobs – an aspect they like very much. After the
presentations, a new principle is introduced.

 • Class 3. The presenters from the previous class hand in a written version of their
presentation, and the next group makes its presentation about the new principle.
Then a new principle is introduced, and so on.

As I recall, in one course we covered 12 principles that were similar in content to those
developed inductively in the 7-week course given in later years.

The advantages of the deductive method are that it makes very good use of the students'
work experiences, especially their current work experiences, and gives them considerable
practice in applying abstract principles to their specific work situations. The students
relate very readily to the course material, because they can see its applicability to their
jobs, either negative (“Now I see why my boss is no good”) or positive (“Now I see why
my unit functions so smoothly”). Also it gives them ample opportunity to share work
experiences with their classmates. Day students may have more limited work experiences
to share than night students.

The disadvantage is that students do not get practice in formulating principles through
induction. The deductive method also requires considerable thinking and preparation by



the instructor to formulate the relevant principles at the right level of abstraction. Some
instructors do not have the knowledge or intellectual self-confidence to do it.

Recently I edited a book (Locke, 2000) entitled, Handbook of Principles of
Organizational Behavior that identifies 29 OB-HR principles and their relevant
subprinciples, which, although not comprehensive, could be of help to such instructors. I
have used this book to teach an undergraduate OB course. The method I used in that case
was to present two principles (tied to the two chapters they had been assigned) and
relevant exercises in each class. The students had to apply the principles in two ways: by
writing an individual report relating one course principles of their choice to their own
work experience (all the students held part-time jobs or had had summer jobs); and by
relating several principles to a semester-long group project, which required teams of
about six students each to start a small “business” and make a profit.

Summary of Deductive Method

The essential idea of the deductive method is to have students apply principles to
concrete cases or situations. Instead of going from the particular to the general, they go
from the general to the particular. Of course, in a classroom setting, they can do this only
in words and not in deeds. With evening students, however, I did find some instances in
which students actually applied the principles they learned during the course to their
current work situation. Conceivably this idea might be formalized into an assigned
project.

It might be asked how teaching by way of principles differs from the way most professors
teach business students. Some of my fellow faculty, all of whom saw the limitations of
using the case method when used by itself, would typically assign students “theory”
pieces for each class and then use the theory piece to analyze the case. Technically, a
theory is an integrated set of principles; however, theory pieces, especially those written
by professors, may be very abstract and are usually not written explicitly in the form of
principles. This makes it harder for MBA students, who are interested in application, not
academic theory building, to use the material. For example, reading a “theory” piece on
an OB theory of leadership could be a disaster (depending on the article), because most of
these theories do not even deal with the essentials of leadership (e.g., vision), and some
are incomprehensible.

It might also be asked: Which method, inductive or deductive, is better? My ratings were
higher using the deductive approach, but this is not conclusive because the part-time
(evening) MBA students are much easier to teach than the full-time MBA students who
can sometimes be whiny, arrogant, demanding, and excessively concerned with grades.
On the other hand, the part-time students, in my experience, are mainly interested in
learning something they can use on the job right away. Does the effectiveness of the
deductive versus the inductive approach depend on the student's degree (number of years)
of work experience? I am not sure. Perhaps the deductive approach is best suited to
evening students, but I would not bet on it. Working students could probably do very well
at induction.

http://www.blackwellreference.com/subscriber/uid=1050/tocnode?id=g9780631215066_chunk_g978063121506631#b1


In the end, asking which method is better is an improper question. In everyday life,
including working life, induction and deduction are virtually always used in concert.
Trying to choose between them is setting up false alternatives. Note, however, that
induction has to come first. One cannot apply principles that have not been discovered,
but it would be useless to formulate principles that were never applied. At the same time
it would be equally useless to apply only old knowledge and never discover anything new.
These two methods of teaching serve to emphasize one method over the other but not to
exclude either. Ideally, it would be best to use both methods explicitly in the same class,
possibly in a course designed so that the first half consisted of inductively formulating
principles from cases and readings and the second half of applying those principles to
specific cases and field projects. This would be feasible, I think, in a 14- to 15-week or
even a 10-week course, but it would be very hard to do in a 7-week course.

Let me stress again that my organization of the inductive and deductive approaches is not
the only way these methods could be used. Numerous variations are possible. It is really a
matter of the instructor's imagination.

My sole focus in designing these courses was to answer the question: “What can I give
the students to take away from the course that could actually help them to become
effective managers and leaders?” Our business school has not done any follows-ups of
MBA graduates to find out what they retained or what they found to be helpful to their
success on the job, but this would be very useful information.

Exceptions to Principles

Principles are general truths, but-there are sometimes exceptions to general truths. For
example, setting challenging goals for people with low confidence and trust may be
impractical. Paying for performance may be impossible in a strongly unionized
workplace. However, I do not recommend spending much if any time on the issue of
exceptions. Students will have a hard enough time learning to think in principles. Trying
to learn exceptions at the same time will only confuse them. If students bring up
exceptions themselves, I acknowledge them and move on.

Applying Principles on the Job

Principles cannot be applied mechanically. Regardless of the level of abstraction at which
they are formulated, they are still abstractions, not concrete rules such as “turn off the
lights when you leave the room.” Principles, however, have to be used to guide specific
actions in specific contexts. Consider the principle: “Set clear and challenging goals.” It
does not tell one what to set goals for (a very critical issue); who is to set them; what the
time span will be; what strategy to use to reach them; how performance will be measured;
how flexible the goals will be; or how performance will be rewarded. To some extent
formulating subprinciples can be a help, because these would identify how to implement
the principles. For example, subprinciples for goals would include (a) give feedback
showing progress in relation to the goals; (b) get commitment through building



confidence and showing why the goals are important; (c) develop actions plans or
strategies; (d) find and remove organizational blocks to goal attainment, and so forth.
These subprinciples do not tell one everything. There will always be judgment calls to be
made, because one cannot teach every possible context factor that a future manager might
face.

Furthermore, principles cannot be applied in a vacuum, one at a time. Many – maybe
dozens or possibly hundreds – of principles must be used to run a successful business.
(The crow problem can be avoided by not focusing on all the principles at once and by
having them automated in the subconscious.) Furthermore, the principles must be
orchestrated so that they function in concert rather than working at cross-purposes. Again,
it is virtually impossible to teach this, although one can make the student aware of the
issue and given some examples. For example, the goal system must be integrated with the
performance appraisal system and the reward system (both of the latter are taught
typically in HR rather than OB courses).

It is worth digressing here to discuss how principles are used in the real world of
management. I use Jack Welch as an example in that he is considered among the greatest
CEOs in history, the creator of $300 billion in stockholder wealth at General Electric
(e.g., see Slater, 1999; Tichy & Sherman, 1993). Some principles that Welch used as his
personal guides to action are as follows:

 • Reality. Face reality as it really is, not as you want it to be. (Observe that this
principle is fully in line with objectivist metaphysics – the axiom that reality is
real. I also believe that the failure to practice this principle is a major cause of
business failures, e.g., Enron. Such failures may involve flagrant dishonesty, but
they also may involve simple evasion – the refusal to look at pertinent facts – or
putting emotions ahead of facts.)

 • Control your own destiny or someone else will.
 • Change before you have to.
 • Compete to win.

Welch also helped develop a code of values or guiding principles for GE as a whole:

 • Show integrity.
 • Hate bureaucracy.
 • Be open to new ideas regardless of their source.
 • Pursue high quality, low cost, and speed.
 • Have self-confidence.
 • Have a clear, reality-based vision.
 • Possess energy and energize others.
 • Use stretch goals and (differential) rewards.
 • View change as an opportunity, not as a threat.
 • Have a global focus.
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Obviously, Welch was able not only to formulate but also to apply and orchestrate
principles in a way that no one else had. It helped that he had enormous energy, a brilliant
intellect, an insatiable curiosity, the capacity to judge talent, and an uncanny ability to
figure out what businesses GE should and should not be in.

It is interesting that Jacques Nasser was a great admirer of Welch and tried to emulate his
principles at Ford but was unable to do so and ultimately lost his job. It is clear that there
is a long road between knowing good principles and being able to implement them
successfully in the context of a given organization.

Management principles need to be organized and integrated hierarchically so that the
leader will know what to do first, second, and so forth. I gave a general hierarchy earlier
in my list for the MBA students, but, except for Principle 1, which underlies all others in
all contexts, the hierarchy may not be the same from business to business. Nor will they
all be OB principles. For example, in one context the most critical factor may be to
decide what business or businesses a corporation should be in. This is an aspect of vision
and also of strategic management. There is no point in trying to manage the wrong
business. But in another context, the critical issue may be cash flow, for example, how to
avoid bankruptcy in the next 6 months (a finance issue). In a different context, the core
problem might be getting the right people in the right jobs or revamping the incentive
system (an HR issue).

What factors would determine the hierarchy? Three are critical: (1) Context. What are the
most important facts regarding the present situation of this company? Context means
seeing the whole and the relationship of the parts to the whole. (2) Urgency. What has to
be fixed right away if the company is to survive? (3) Fundamentality. What is the cause
of most of the different problems the organization is faced with or what must be fixed
before any other fixes will work (e.g., get good people in key jobs)?

The hierarchy can change over time. For example, when Welch took over at GE, he
focused first on changing the business mix (selling and buying businesses) and cutting
costs and layers of management. Later he focused on better utilizing people
(empowerment), and still later on improving quality (quality goals). Reversing the
sequence would not have worked, because empowerment and quality would not help a
business that was not viable and would not “take” in a ponderous bureaucracy.

The foregoing is to make an important point for the second time: Business is an art as
much as a science. Having correct principles will not work unless the leader knows how
and when to use them. Great leaders are rare because not many of them can effectively
perform all the tasks that leadership requires (Locke, in press).

The way to manage complexity is not to glorify it, as academics love to do. After reading
some six books about and one book by Jack Welch, I was struck by how frequently he
stressed the importance of simplicity. He said:
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Simplicity is a quality sneered at today in cultures that like their business concepts the
way they like their wine, full of nuance, subtlety, complexity, hints of this and that…
cultures like that will produce sophisticated decisions loaded with nuance and complexity
that arrive at the station long after the train has gone … you can't believe how hard it is
for people to be simple, how much they fear being simple. They worry that if they're
simple, people will think they are simpleminded. In reality, of course, it's just the reverse.
Clear, tough-minded people are the most simple.

(quoted in Lowe, 1998: 155)

I am reminded of a recent conversation with a consultant who works as a coach to top
executives. He told me that one question he always asks is “By the way, how do you
make money?” The ones who answered by wallowing in complexity usually did not
make any The ones who gave succinct, clear answers usually did.

For a business leader, achieving simplicity, as opposed to simplemindedness, is much
harder than achieving complexity. To achieve simplicity one must look through the
morass of complexity one is seemingly faced with, integrate the key observations, and
come up with the essential ideas that will make one's business succeed. That is, one must
bring order out of chaos. The way to do this is to think in principles.

Conclusion

My goal in this article has been to show the productive role that objectivist philosophy,
specifically epistemology, can play in teaching. Everything I have said here is the
diametric opposite of today's “in” philosophy, postmodernism, which asserts that there is
no reality to know, that language (concepts) have no objective or fixed meaning, that
language creates rather than represents reality, and that certainty is impossible.
Postmodernism is the dead end of philosophy and therefore of all attempts to gain
knowledge. It would necessarily lead to disaster if applied to the field of management.

Although the world of business does involve an element of uncertainty, this is due to the
fact that people are not omniscient, not to the fact that reality is unknowable. It is
precisely because knowledge is not inborn and has to be acquired and because we can
make errors that we need the science of epistemology to guide us. Objectivism holds that
above the perceptual level, which is directly given, human knowledge is held in the form
of concepts and that concepts are the building blocks of propositions. Valid concepts
have to be tied to reality and formed by a certain method (Rand, 1990).

It is essential that successful managers know what they know and also what they do not
know. Honest errors can easily be made in the realm of knowledge, but often, problems
are caused not by ignorance resulting from a failed effort at knowing but from evasion,
the refusal to know or from not wanting to exert the effort required to know.

The successful manager needs to know many facts – maybe many thousands of them –
but facts alone will not enable managers to succeed. They have to integrate these facts
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into principles (including the principle, “take reality seriously”) and apply these
principles contextually and in concert with other principles.

One of the greatest gifts we can give to our MBA students is to help teach them the skill
of thinking in principles.

This article was first published in the Academy of Management Learning and Education
Journal.

I thank Jean Binswanger, Paul Tesluk, Cathy Durham, and James Bailey for their helpful
comments on this article.

1 There are other problems with the case method that I will not have space to address
here, e.g., the emphasis on verbal glibness; the fact that all the information needed is
already in the case; the fact that the case is taken out of a wider organizational context;
the fact that real action is not possible; the lack of face-to-face contact with actual
employees. Primarily, these problems are inherent in the attempt to teach a practical skill
in a classroom and so have no perfect solution.
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