ORGANIZATIONAL

e E EHAVIOR

MCSHANE | VON GLINOW,_
: 3rd Edition

band PoneNvatian |

(o Oy«

PROPRIETY
DATA

NPPEPU {D ChEratee

Duc('\& A INTZRA MAG(LNA’ CONSUMaR.
e

!
5
&

u Enzme et

SNCT J
Aalvg 1§ v +

repot

-/ PEND\TURES
Al xpendt wes £4.0149

ed | 1 j wmwww pegm?
3 oo (V "’J"r’,‘

‘“"”' * WHICH GOUNTRIES HAVE
._ I THE HIGHEST WORK-LIFE
Vit ‘ BALANCE?

CH1

g \ \  INTROVERTS CAN BE

errecTIVE SOGIAL
NETWORKERS, 100!

CH9

WHAT GONFLIGT

- S 4R HANDLING STYLE WORKS
Graw mel — BEST WHERE YOU WORK?

o

Education 2 CH 10

M is Motivation. M is Momentum. M is Moving Forward. M is McGraw-Hill.



LEARNSMART ADVANTAGE WORKS

BLEARNSMART®

302% 22%% More C students
4.7%
/ [ ]

earn B's

*Study: 690 students / 6 institutions

4.5%

Over 20% FPRTAT

more StUdentS BLEARNSMART® Pass Rate - 70%
pass the class

with LearnSmart @'ﬂ'é’i‘@i

A&P Research Study Without LearnSmart Pass Rate - 57%

More than 60%

of all students agreed

100% —

80% —

60% — — Very
LearnSmart was a
40% —
R very or extrgmely
e helpful learning tool
- — Slightly
\ Jan—Dec 2011 JanMar 2012 horatall *Based on 750,000 student survey responses

http://bit.ly/LS4Apple http://bit.ly/LS4Droid

>AVAILABLE i, %
ON-THE-GO = R




rank against your peers?

[How do you

A SMARTBOOK

What you know (green) and
what you still need to review
(yellow), based on your answers.

Type your answer in the box

3 SMARTBOOK

business's concern for the welfare of society.

Do you knew the answer?

Let's see how confident
you are on the questions.

COMPARE AND CHOOSE WHAT'S RIGHT FOR YOU

l_ BOOK | LEARNSMART | ASSIGNMENTS
@ conhect v v v

Access Code

BLEARNSMART®

ADVANTAGE

= Looseleaf | / J J
B conhect v v v
Bound Book
BLEARNSMART® / J
v

Access Code

CourseSmart
eBook

v

create” v v v

> Buy directly from the source at http://shop.mheducation.com.

LearnSmart, assignments, and
SmartBook—all in one digital
product for maximum savings!

Pop the pages into your own
binder or carry just the pages
you need.

The #1 Student Choice!

A =

The first and only book that
adapts to you!

—~

The smartest way to get from
aBtoanA

o

Save some green and some trees!

Check with your instructor about
a custom option for your course.

e




Organizational

Behavior






3

EDITION

Organizational

Behavior

Steven L. McShane
University of Western Australia

Mary Ann Von Glinow

Florida International University

Mc
Graw
Hill

Education



Education

ORGANIZATIONAL BEHAVIOR, THIRD EDITION

Published by McGraw-Hill Education, 2 Penn Plaza, New York, NY 10121. Copyright © 2016 by
McGraw-Hill Education. All rights reserved. Printed in the United States of America. Previous editions

© 2014 and 2012. No part of this publication may be reproduced or distributed in any form or by any means,
or stored in a database or retrieval system, without the prior written consent of McGraw-Hill Education,
including, but not limited to, in any network or other electronic storage or transmission, or broadcast

for distance learning.

Some ancillaries, including electronic and print components, may not be available to customers outside the
United States.

This book is printed on acid-free paper.
1234567890DOW/DOW 109876

ISBN 978-0-07-772060-5
MHID 0-07-772060-1

Senior Vice President, Products & Markets: Kurt L. Strand

Vice President, General Manager, Products & Markets: Michael Ryan
Vice President, Content Design & Delivery: Kimberly Meriwether David
Managing Director: Susan Gouijnstook

Director: Michael Ablassmeir

Product Developer: Heather Darr

Marketing Manager: Elizabeth Trepowski

Director, Content Design & Delivery: Terri Schiesl

Program Manager: Mary Conzachi

Content Project Managers: Christine A. Vaughan and Daryl Bruflodt
Buyer: Michael R. McCormick

Design: Matt Diamond

Content Licensing Specialists: Keri Johnson and Deanna Dausener
Cover Image: Getty Images / Martin Barraud

Compositor: Aptara®, Inc.

Typeface: 10/12 Times LT

Printer: R. R. Donnelley

All credits appearing on page or at the end of the book are considered to be an extension of the copyright page.
Library of Congress Control Number

2014951035

The Internet addresses listed in the text were accurate at the time of publication. The inclusion of a website does
not indicate an endorsement by the authors or McGraw-Hill Education, and McGraw-Hill Education does not
guarantee the accuracy of the information presented at these sites.

www.mhhe.com



part one

1 Introduction to the Field of Organizational Behavior 2

part fwo
2 Individual Behavior, Personality, 4 Workplace Emotions, Attitudes,
and Values 22 and Stress 60
3 Perceiving Ourselves and Others in 5 Employee Motivation 82
Orgamizations 42 6 Decision Making and Creativity 106
part three
7 Team Dynamics 126 10 Conflict and Negotiation in the
8 Communicating in Teams and Workplace 186
Organizations 148 11 Leadership in Organizational
9 Power and Influence in the Settings 206

Workplace 168

part four

12 Designing Organizational Structures 224
13 Organizational Culture 242
14 Organizational Change 260

Endnotes 279
Credits 345
Index 347




1 Introduction to the
Field of Organizational
Behavior 2

WELCOME TO THE FIELD OF
ORGANIZATIONAL BEHAVIOR! 3

THE FIELD OF ORGANIZATIONAL
BEHAVIOR 3

Historical Foundations of
Organizational Behavior 4

Why Study Organizational
Behavior? 5

CONTEMPORARY CHALLENGES FOR
ORGANIZATIONS 6
Globalization 6
Increasing Workforce
Diversity 6
Emerging Employment
Relationships 8

ANCHORS OF ORGANIZATIONAL
BEHAVIOR KNOWLEDGE 9
The Systematic Research Anchor 10
The Multidisciplinary Anchor 10
The Contingency Anchor 11
The Multiple Levels of Analysis
Anchor 11
PERSPECTIVES OF ORGANIZATIONAL
EFFECTIVENESS 11
Open Systems Perspective 12
Organizational Learning
Perspective 13
High-Performance Work Practices
Perspective 15
Stakeholder Perspective 16
Connecting the Dots: An Integrative
Model of Organizational
Behavior 18

THE JOURNEY BEGINS 19

2 Individual Behavior,
Personality, and Values 22
MARS MODEL OF INDIVIDUAL
BEHAVIOR AND PERFORMANCE 23

Employee Motivation 23

Ability 24

Role Perceptions 25

Situational Factors 26

viii

TYPES OF INDIVIDUAL BEHAVIOR 26

Task Performance 26

Organizational Citizenship 27

Counterproductive Work
Behaviors 27

Joining and Staying with the
Organization 27

Maintaining Work
Attendance 28

PERSONALITY IN
ORGANIZATIONS 28
Personality Determinants: Nature
versus Nurture 29
Five-Factor Model of Personality 29
Jungian Personality Theory and the
Myers-Briggs Type Indicator 31
Personality Testing in
Organizations 32



Addddd

VALUES IN THE WORKPLACE 32

Types of Values 33
Values and Individual Behavior 34
Values Congruence 35
ETHICAL VALUES AND
BEHAVIOR 35
Three Ethical Principles 35

Moral Intensity, Moral Sensitivity,
and Situational Influences 36

Supporting Ethical Behavior 38
VALUES ACROSS CULTURES 38

Individualism and Collectivism 38

Power Distance 39

Uncertainty Avoidance 40

Achievement-Nurturing
Orientation 40

Caveats about Cross-Cultural
Knowledge 40

3 Perceiving Ourselves and
Others in Organizations 42

SELF-CONCEPT: HOW WE PERCEIVE
OURSELVES 43

Self-Concept Complexity,
Consistency, and Clarity 43

Self-Enhancement 45

Self-Verification 45

Self-Evaluation 46

The Social Self 47

Self-Concept and Organizational
Behavior 48

PERCEIVING THE WORLD
AROUND US 48
Perceptual Organization and
Interpretation 49

SPECIFIC PERCEPTUAL PROCESSES
AND PROBLEMS 50
Stereotyping in Organizations 50
Why People Stereotype 50
Attribution Theory 52
Self-Fulfilling Prophecy 54
Other Perceptual Effects 55
IMPROVING PERCEPTIONS 57
Awareness of Perceptual
Biases 57
Improving Self-Awareness 57
Meaningful Interaction 58
GLOBAL MINDSET: DEVELOPING

PERCEPTIONS ACROSS
BORDERS 58

Developing a Global Mindset 59

4 Workplace Emotions,
Attitudes, and Stress 60

EMOTIONS IN THE
WORKPLACE 61
Types of Emotions 62
Emotions, Attitudes, and
Behavior 62
Cognitive Dissonance 66
Emotions and Personality 66

MANAGING EMOTIONS AT
WORK 67
Emotional Display Norms across
Cultures 67
Emotional Dissonance 67

EMOTIONAL INTELLIGENCE 68

Emotional Intelligence Outcomes
and Development 69

JOB SATISFACTION 70

Job Satisfaction and Work
Behavior 71

Job Satisfaction and
Performance 71

Job Satisfaction and Customer
Satisfaction 72

Job Satisfaction and Business
Ethics 73

ORGANIZATIONAL
COMMITMENT 73
Consequences of Affective
and Continuance
Commitment 74
Building Organizational
Commitment 74

4

CONTENTS



WORK-RELATED STRESS AND ITS
MANAGEMENT 75
General Adaptation Syndrome 76
Consequences of Distress 76
Stressors: The Causes of Stress 76
Individual Differences in Stress 77
Managing Work-Related Stress 78

5 Employee Motivation 82

EMPLOYEE ENGAGEMENT 83

EMPLOYEE DRIVES AND NEEDS 84
Individual Differences in
Needs 85

Maslow’s Needs Hierarchy
Theory 85

Learned Needs Theory 87
Four-Drive Theory 88

EXPECTANCY THEORY OF
MOTIVATION 90
Expectancy Theory in Practice 91

ORGANIZATIONAL BEHAVIOR
MODIFICATION AND SOCIAL
COGNITIVE THEORY 92

Organizational Behavior
Modification 92
Social Cognitive Theory 94
GOAL SETTING AND
FEEDBACK 95
Characteristics of Effective
Feedback 95
Sources of Feedback 96
Evaluating Goal Setting and
Feedback 97
ORGANIZATIONAL JUSTICE 97
Equity Theory 97
Procedural Justice 99
JOB DESIGN PRACTICES 100

Job Design and Work Efficiency 100

Job Design and Work
Motivation 102

Job Design Practices That
Motivate 103

6 Decision Making and
Creativity 106

RATIONAL CHOICE PARADIGM OF
DECISION MAKING 107
Rational Choice Decision-Making
Process 108
Problems with the Rational Choice
Paradigm 109
IDENTIFYING PROBLEMS AND
OPPORTUNITIES 109

Problems with Problem
Identification 110

Identifying Problems and
Opportunities More
Effectively 110

SEARCHING FOR, EVALUATING,
AND CHOOSING ALTERNATIVES 111
Problems with Goals 112

Problems with Information
Processing 112
Problems with Maximization 113
Evaluating Opportunities 114
Emotions and Making Choices 114
Intuition and Making Choices 115
Making Choices More
Effectively 115

IMPLEMENTING DECISIONS 116

EVALUATING DECISION
OUTCOMES 116
Escalation of Commitment 116
Evaluating Decision Outcomes More
Effectively 117
CREATIVITY 118

The Creative Process 118

Characteristics of Creative
People 119

Organizational Conditions
Supporting Creativity 120

Activities That Encourage
Creativity 121

EMPLOYEE INVOLVEMENT IN
DECISION MAKING 122

Benefits of Employee
Involvement 122

Contingencies of Employee
Involvement 123

7 Team Dynamics 126

TEAMS AND INFORMAL
GROUPS 127

Informal Groups 128

ADVANTAGES AND
DISADVANTAGES OF TEAMS 129

The Challenges of Teams 130

x CONTENTS

A MODEL OF TEAM
EFFECTIVENESS 131

Organizational and Team
Environment 131
TEAM DESIGN ELEMENTS 132
Task Characteristics 132
Team Size 133
Team Composition 134

TEAM PROCESSES 136
Team Development 136
Team Norms 139
Team Cohesion 139
Team Trust 141

SELF-DIRECTED TEAMS 142

Success Factors for Self-Directed
Teams 142




VIRTUAL TEAMS 142

Success Factors for Virtual
Teams 143

TEAM DECISION MAKING 144
Constraints on Team Decision
Making 145

Improving Creative Decision Making
in Teams 146

8 Communicating
in Teams and
Organizations 148

THE IMPORTANCE OF
COMMUNICATION 149

A MODEL OF
COMMUNICATION 150

Influences on Effective Encoding
and Decoding 151
COMMUNICATION CHANNELS 152
Internet-Based Communication 152
Problems with Email 152
Workplace Communication through
Social Media 153
Nonverbal Communication 154
CHOOSING THE BEST
COMMUNICATION CHANNEL 156
Social Acceptance 156
Media Richness 157
Communication Channels and
Persuasion 158

COMMUNICATION BARRIERS
(NOISE) 159

Information Overload 160
CROSS-CULTURAL AND GENDER
COMMUNICATION 161

Nonverbal Differences across

Cultures 161

Gender Differences in
Communication 161

IMPROVING INTERPERSONAL
COMMUNICATION 162
Getting Your Message Across 162
Active Listening 162
IMPROVING COMMUNICATION
THROUGHOUT THE HIERARCHY 163
Workspace Design 164

Internet-Based Organizational
Communication 164

Direct Communication with Top
Management 164

COMMUNICATING THROUGH THE
GRAPEVINE 165

Grapevine Characteristics 166

Grapevine Benefits and
Limitations 166

9 Power and Influence in
the Workplace 168

THE MEANING OF POWER 169

SOURCES OF POWER IN

ORGANIZATIONS 171
Legitimate Power 171
Reward Power 172
Coercive Power 172
Expert Power 173
Referent Power 173

CONTINGENCIES OF POWER 173
Substitutability 173
Centrality 174
Visibility 174
Discretion 175

THE POWER OF SOCIAL
NETWORKS 175

Social Capital and Sources of
Power 175

Gaining Power through Social
Networks 176

CONSEQUENCES OF POWER 178
INFLUENCING OTHERS 178

Types of Influence Tactics 179

Consequences and Contingencies of
Influence Tactics 182

ORGANIZATIONAL POLITICS 183

Minimizing Organizational
Politics 184

10 Conlflict and Negotiation
in the Workplace 186

THE MEANING AND
CONSEQUENCES OF CONFLICT 187

Is Conflict Good or Bad? 187

The Emerging View: Task and
Relationship Conflict 189

CONFLICT PROCESS MODEL 190

CONTENTS xi



STRUCTURAL SOURCES OF
CONFLICT IN ORGANIZATIONS 191
Incompatible Goals 191
Differentiation 192
Interdependence 192
Scarce Resources 192
Ambiguous Rules 193
Communication Problems 193

INTERPERSONAL CONFLICT-
HANDLING STYLES 193

Choosing the Best Conflict-Handling
Style 195
Cultural and Gender Differences in
Conflict-Handling Styles 196
STRUCTURAL APPROACHES TO
CONFLICT MANAGEMENT 197
Emphasizing Superordinate
Goals 197
Reducing Differentiation 197

Improving Communication and
Mutual Understanding 197

Reducing Interdependence 199

Increasing Resources 199

Clarifying Rules and
Procedures 199

THIRD-PARTY CONFLICT
RESOLUTION 199

Choosing the Best Third-Party
Intervention Strategy 200

RESOLVING CONFLICT THROUGH
NEGOTIATION 200

Bargaining Zone Model of
Negotiations 201

Strategies for Claiming
Value 201

Strategies for Creating Value 202

Situational Influences on
Negotiations 203

11 Leadership in
Organizational Settings 206

WHAT IS LEADERSHIP? 207
Shared Leadership 208

TRANSFORMATIONAL LEADERSHIP
PERSPECTIVE 208
Develop and Communicate a
Strategic Vision 209
Model the Vision 210
Encourage Experimentation 210
Build Commitment toward the
Vision 210
Transformational Leadership and
Charisma 211
Evaluating the Transformational
Leadership Perspective 211
MANAGERIAL LEADERSHIP
PERSPECTIVE 212
Task-Oriented and People-Oriented
Leadership 213
Servant Leadership 213
Path—-Goal Leadership Theory 214

Other Managerial Leadership
Theories 216

Leadership Substitutes 218
IMPLICIT LEADERSHIP
PERSPECTIVE 218

Prototypes of Effective Leaders 218

The Romance of Leadership 219
PERSONAL ATTRIBUTES
PERSPECTIVE OF LEADERSHIP 219

Authentic Leadership 221

Personal Attributes Perspective
Limitations and Practical
Implications 221

CROSS-CULTURAL AND GENDER
ISSUES IN LEADERSHIP 222

Gender and Leadership 222

12 Designing
Organizational
Structures 224
DIVISION OF LABOR AND
COORDINATION 225

Division of Labor 225

Coordination of Work Activities 226

xii CONTENTS

ELEMENTS OF ORGANIZATIONAL
STRUCTURE 228
Span of Control 228
Centralization and
Decentralization 230
Formalization 231
Mechanistic versus Organic
Structures 231

FORMS OF

DEPARTMENTALIZATION 232
Simple Structure 232
Functional Structure 232
Divisional Structure 233
Team-Based Structure 235
Matrix Structure 235




CONTINGENCIES OF

ORGANIZATIONAL DESIGN 238
External Environment 238
Organizational Size 239
Technology 239
Organizational Strategy 239

13 Organizational
Culture 242

ELEMENTS OF ORGANIZATIONAL
CULTURE 243
Espoused versus Enacted Values 244
Content of Organizational Culture 245
Organizational Subcultures 246

DECIPHERING ORGANIZATIONAL
CULTURE THROUGH ARTIFACTS 247

Organizational Stories and

Legends 247
Organizational Language 247
Rituals and Ceremonies 248
Physical Structures and Symbols 248

IS ORGANIZATIONAL CULTURE
IMPORTANT? 248
Contingencies of Organizational
Culture and Effectiveness 249
Organizational Culture and Business
Ethics 250

MERGING ORGANIZATIONAL
CULTURES 251
Bicultural Audit 251
Strategies for Merging Different
Organizational Cultures 251
CHANGING AND STRENGTHENING
ORGANIZATIONAL CULTURE 252
Actions of Founders and Leaders 253
Align Artifacts with the Desired
Culture 253
Introduce Culturally Consistent
Rewards and Recognition 253

Support Workforce Stability and
Communication 254

Use Attraction, Selection, and
Socialization for Cultural Fit 254

ORGANIZATIONAL
SOCIALIZATION 255

Organizational Socialization as a
Learning and Adjustment
Process 255

Stages of Organizational
Socialization 256

Improving the Socialization
Process 257

14 Organizational
Change 260

LEWIN’S FORCE FIELD ANALYSIS
MODEL 262

UNDERSTANDING RESISTANCE TO
CHANGE 263

Why Employees Resist Change 265
UNFREEZING, CHANGING, AND
REFREEZING 265

Creating an Urgency for Change 266

Reducing the Restraining Forces 267

Refreezing the Desired
Conditions 269

LEADERSHIP, COALITIONS, AND
PILOT PROJECTS 270
Transformational Leadership and
Change 270
Coalitions, Social Networks, and
Change 270
Pilot Projects and Diffusion of
Change 271
TWO APPROACHES TO
ORGANIZATIONAL CHANGE 272
Action Research Approach 272
Appreciative Inquiry Approach 273
CROSS-CULTURAL AND ETHICAL
ISSUES IN ORGANIZATIONAL
CHANGE 276

ORGANIZATIONAL BEHAVIOR:
THE JOURNEY CONTINUES 276

Endnotes 279
Credits 345
Index 347

CONTENTS xiii



What's New
in the Third Edition

Based on feedback from users and reviewers, we undertook
an ambitious revision to make the book an even more
effective teaching and learning tool. Following are the changes
we’ve made for this third edition, broken out by chapter.

Overall

e Most by-the-numbers factoids have been updated or
replaced.

e New real-world examples have been introduced throughout
the book.

e The majority of photos illustrating or symbolizing key
concepts have been replaced.

Chapter 1: Introduction to the Field of
Organizational Behavior

In this edition, the opening chapter introduces an integrated
model of organizational behavior to help students see the
relationship among the main concepts throughout this book.
This chapter has also been substantially reorganized for better
conceptual flow. Furthermore, it updates and revises content
on why we should study OB, the organizational learning
perspective, and emerging employment relationships.

Chapter 2: Individual Behavior,
Personality, and Values

This edition updates several topics in this chapter, including
new information about organizational citizenship behaviors,
elements of task performance, the importance of role clarity,
the influence of values on individual behavior, predictors of
moral sensitivity, and strategies to support ethical behavior.

Chapter 3: Perceiving Ourselves and
Others in Organizations

This edition updates the topics on perceptual organization and
interpretation, attribution rules, fundamental attribution error,
and improving perceptions through meaningful interaction.

Xiv

Chapter 4: Workplace Emotions,
Attitudes, and Stress

The topics of cognitive dissonance and emotional intelligence
outcomes and development have been updated. This edition
also updates information on types of emotions, the
relationship between emotions and attitudes, and emotional
dissonance.

Chapter 5: Employee Motivation

This edition introduces social interaction and information
processing demands as job characteristics that were
overlooked by the traditional job design model. This chapter
also updates and rewrites content on employee drives and the
four-drive theory.

Chapter 6: Decision Making
and Creativity

The topic of subjective expected utility (a core element of
rational choice decision making) has been rewritten, including
a new exhibit to illustrate the concept. This edition also
updates the discussion of escalation of commitment and
problem identification.

Chapter 7: Team Dynamics

This chapter has been substantially revised and updated. The
team decision-making section has been substantially
rewritten, including the addition of brainwriting as a team
structure to improve creative decisions in teams. This edition
also introduces team overconfidence (inflated team efficacy)
as a team decision-making constraint. The chapter now
discusses the types of teams around the emerging taxonomy
of team permanence, skill differentiation, and authority
differentiation. The team cohesion topic clearly explains two
key contingencies (task interdependence and team norms) in
how much cohesion affects team performance. The team
environment topic has been rewritten to distinguish
environmental resources from drivers of change within teams.
The task characteristics discussion now identifies the tension



between task complexity and task ambiguity. The virtual
teams topic incorporates the emerging concept of virtuality.

Chapter 8: Communicating in Teams
and Organizations

This edition refines and updates the topics of direct
communication with top management and workplace
communication through social media.

Chapter 9: Power and Influence
in the Workplace

This edition has minor rewriting in the topic of impression
management and ingratiation.

Chapter 10: Conflict and Negotiation
in the Workplace

This edition has more detail about ways to reduce
differentiation and to improve communication and mutual

understanding as strategies to minimize dysfunctional conflict.

Several other topics have minor revisions and updates,
including task conflict, the problems with conflict,
differentiation as a source of conflict, and conflict avoidance
strategies.

Chapter 11: Leadership in Organizational
Settings
This chapter has been completely reorganized and

substantially rewritten. Transformational leadership is now
presented as the first leadership perspective. Furthermore, the

chapter expands discussion of strategic visions and
incorporates “encourage experimentation” as one of the four
elements of transformational leadership. Managerial
leadership, the second leadership perspective, is described
and contrasted with transformational leadership. The
managerial leadership perspective incorporates earlier
behavioral leadership concepts, contemporary contingency
leadership theories, and servant leadership.

Chapter 12: Designing Organizational
Structures

This chapter revises and updates the matrix structure topic,
including the two main forms of this structure (divisional-
based and project-based) and specific problems with matrix
structures.

Chapter 13: Organizational Culture

The section on changing and strengthening organizational
culture has been revised, particularly with the addition of
supporting workforce stability and communication. The issue
of espoused versus enacted values is more clearly highlighted,
and the topics of organizational culture effectiveness
contingencies and socialization agents have minor revisions.

Chapter 14: Organizational Change

This edition revises and updates the topic of why employees
resist change. The discussion on how change agents should
interpret employee resistance has also been rewritten.

XV
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pple Inc. and Amazon.com are the two most

admired companies in the world, according to

Fortune magazine’s annual list. Not surprising
news to most of us, considering Apple’s innovative products
and Amazon'’s online retailing dominance. What is surprising is
that neither company was on anyone’s radar screen two
decades ago. Apple was on life support in the late 1990s, barely
clinging to a few percentage points of market share in the com-
puter industry. Amazon was just a start-up company; its handful
of employees were located above a retail tile store, where they
developed a new website to sell books." Meanwhile, some firms
that were most admired back then, such as Dell and Merck,
have completely disappeared from the list because they failed

to innovate or fell into trouble with ethical misconduct.

The World’s Most
Admired Companies?

210

o
General Electric

R9

PUEEE——
Southwest Airlines

®3

RY

76

Coca-Cola

WELCOME TO THE FIELD
OF ORGANIZATIONAL
BEHAVIORI

Apple and Amazon are role models of how organizations can
succeed in today’s turbulent environment. In every sector of the
economy, organizations need to be innovative, employ skilled

and motivated people who can work in teams, have leaders
with foresight and vision, and make decisions that consider the
interests of multiple stakeholders. In other words, the best com-
panies succeed through the concepts and practices that we dis-
cuss in this book on organizational behavior.

Our purpose is to help you understand what goes on in
organizations, including the thoughts and behavior of employ-
ees and teams. We examine the factors that make companies
effective, improve employee well-being, and drive successful
collaboration among coworkers. We look at organizations
from numerous and diverse perspectives, from the deepest
foundations of employee thoughts and behavior (personality,
self-concept, commitment, etc.) to the complex interplay
between the organization’s structure and culture and its exter-
nal environment. Along this journey, we emphasize why
things happen and what you can do to predict and manage
organizational events.

We begin this chapter by introducing you to the field of
organizational behavior and explaining why it is important to
your career and to organizations. This is followed by an over-
view of three challenges facing organizations: globalization,
increasing workforce diversity, and emerging employment
relationships. We then describe four anchors that guide the
development of organizational behavior knowledge. The latter
part of this chapter describes the “ultimate dependent variable”
in organizational behavior by presenting the four main perspec-
tives of organizational effectiveness. The chapter closes with
an integrating model of organizational behavior to help guide
you through the topics in this book.

THE FIELD OF
ORGANIZATIONAL
BEHAVIOR

Organizational behavior (OB) is the study of what people
think, feel, and do in and around organizations. It looks at
employee behavior, decisions, perceptions, and emotional
responses. It examines how individuals and teams in organi-
zations relate to each other and to their counterparts in other
organizations. OB also encompasses the study of how organi-
zations interact with their external environments, particularly
in the context of employee behavior and decisions. OB
researchers systematically study these topics at multiple
levels of analysis, namely, the individual, team (including
interpersonal), and organization.’

The definition of organizational behavior begs the question:
What are organizations? Organizations are groups of people who

CHAPTER 1 | Introduction to the Field of Organizational Behavior 3




organizational behavior
(OB) the study of what
people think, feel, and do in
and around organizations

organizations groups
of people who work
interdependently toward
some purpose

work interdependently toward
some purpose.* Notice that orga-
nizations are not buildings or
government-registered entities.
In fact, many organizations exist
without either physical walls or
government documentation to
confer their legal status. Organi-
zations have existed for as long
as people have worked together.
Massive temples dating back to
3500 BC were constructed
through the organized actions of
multitudes of people. Craftspeo-
ple and merchants in ancient
Rome formed guilds, complete
with elected managers. More than 1,000 years ago, Chinese facto-
ries were producing 125,000 tons of iron each year.’

Throughout history, these and other organizations have con-
sisted of people who communicate, coordinate, and collaborate
with each other to achieve common objectives. One key fea-
ture of organizations is that they are collective entities. They
consist of human beings (typically, but not necessarily,

employees and leaders try to achieve in reality. Still, imagine
an organization without a collective sense of purpose. It
would be a collection of people without direction or unifying
force. So, whether they are designing smartphones at Apple or
selling almost anything on the Internet at Amazon, people
working in organizations do have some sense of collective
purpose.

"A company is one of humanity’s most amazing

Inventions. . . . [It's] this abstract construct we've
invented, and it's incredibly powerful.”®
—Steve Jobs

employees), and these people interact with each other in an
organized way. This organized relationship requires some min-
imal level of communication, coordination, and collaboration
to achieve organizational objectives. As such, all organiza-
tional members have degrees of interdependence with each
other; they accomplish goals by sharing materials, information,
or expertise with coworkers.

A second key feature of organizations is that their mem-
bers have a collective sense of purpose. This collective pur-
pose isn’t always well defined or agreed on. Although most
companies have vision and mission statements, these docu-
ments are sometimes out of date or don’t describe what

4 PART1 | Introduction

Historical Foundations of
Organizational Behavior

Organizational behavior emerged as a distinct field around the
early 1940s, but organizations have been studied by experts in
other fields for many centuries. The Greek philosopher Plato
wrote about the essence of leadership. Around the same time,
the Chinese philosopher Confucius extolled the virtues of eth-
ics and leadership. In 1776, Adam Smith discussed the benefits
of job specialization and division of labor. One hundred years
later, German sociologist Max Weber wrote about rational
organizations, the work ethic, and charismatic leadership. Soon



after, industrial engineer Frederick Winslow Taylor proposed
systematic ways to organize work processes and motivate
employees through goal setting and rewards.”

In the 1930s, Harvard professor Elton Mayo and his col-
leagues established the “human relations” school of manage-
ment, which emphasized the study of employee attitudes and
informal group dynamics in the workplace. Around the
same time, Mary Parker Follett offered new ways of thinking
about constructive conflict, team dynamics, power, and lead-
ership. Chester Barnard, another OB pioneer and respected
executive, wrote insightful views regarding organizational
communication, coordination, leadership and authority, orga-
nizations as open systems, and team dynamics.® This brief his-
torical tour indicates that OB has been around for a long time;
it just wasn’t organized into a unified discipline until around
World War II.

Why Study Organizational Behavior?

Organizational behavior instructors face a challenge: Students
who have not yet begun their careers tend to value courses related
to specific jobs, such as accounting and marketing.” However, OB
doesn’t have a specific career path—
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you need to understand and apply the many organizational
behavior topics that are discussed in this book. Most organiza-
tions will probably always have
managers, and this book recognizes

there is no “vice president of OB”—so
students sometimes have difficulty rec-
ognizing the value that OB knowledge
can offer to their future. Meanwhile,
students with several years of work
experience identify OB as one of the
most important courses. Why? Because
they have learned through experience
that OB does make a difference to
one’s career success. OB helps us

Probably the greatest
value of OB knowledge

is that it helps us get
things done in
organizations.

the relevance of OB knowledge in
these vital roles. But all employees
need OB knowledge as the work
environment increasingly expects us
to be self-motivated and to work
effectively with coworkers without
management intervention. In the
words of one forward-thinking OB
writer more than four decades ago:

make sense of and predict the world in
which we live.!” We use OB theories to
question our personal beliefs and assumptions and to adopt more
accurate models of workplace behavior.

But probably the greatest value of OB knowledge is that it
helps us get things done in the workplace.!! By definition, orga-
nizations are people who work together to accomplish things,
so we need a toolkit of knowledge and skills to work success-
fully with others. Building a high-performance team, motivat-
ing coworkers, handling workplace conflicts, influencing your
boss, and changing employee behavior are just a few of the
areas of knowledge and skills offered in organizational behav-
ior. No matter what career path you choose, you’ll find that OB
concepts play an important role in performing your job and
working more effectively within organizations.

Organizational Behavior Is for Everyone A common
misunderstanding is that organizational behavior is for man-
agers. Although this knowledge is critical for effective man-
agement, this book pioneered the broader view that OB is
valuable for everyone who works in and around organizations.
Whether you are a software engineer, customer service repre-
sentative, foreign exchange analyst, or chief executive officer,

Everyone is a manager.'?

OB and the Bottom Line Up to this point, our answer to
the question “Why study OB?” has focused on how organiza-
tional behavior knowledge benefits you as an individual. How-
ever, OB knowledge is just as important for the organization’s
financial health. Numerous studies have reported that OB
practices are powerful predictors of the organization’s survival
and success.'? For instance, the best 100 companies to work
for in America (i.e., companies with the highest levels of
employee satisfaction) have significantly higher financial per-
formance than other businesses within the same industry.
Companies with higher levels of employee engagement have
significantly higher sales and profitability (see Chapter 5). OB
practices are also associated with various indicators of hospital
performance, such as lower patient mortality rates and higher
patient satisfaction. Other studies have consistently found a
positive relationship between the quality of leadership and the
company’s return on assets.

The bottom-line value of organizational behavior is sup-
ported by research into the best predictors of investment portfo-
lio performance. These investigations suggest that leadership,
performance-based rewards, employee development, employee
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globalization

economic, social, and
cultural connectivity with
people in other parts of the
world

attitudes, and other specific OB
characteristics are important
“positive screens” for selecting
companies with the highest and
most consistent long-term investment gains.'* Overall, the
organizational behavior concepts, theories, and practices pre-
sented throughout this book do make a positive difference to
you personally, to the organization, and ultimately to society.

Debate the organizational opportunities and
challenges of globalization, workforce diversity, and
emerging employment relationships.

CONTEMPORARY
CHALLENGES FOR
ORGANIZATIONS

Organizational behavior knowledge has become vital because
organizations are experiencing unprecedented change. As we
will explain in more detail later in this chapter, organizations
are deeply affected by the external environment. Consequently,
they need to maintain a good organization—environment fit by
anticipating and adjusting to changes in society. Over the next
few pages, we highlight three of the major challenges facing
organizations: globalization, increasing workforce diversity,
and emerging employment relationships.

Globalization

Globalization refers to economic, social, and cultural connec-
tivity with people in other parts of the world. Organizations
globalize when they actively participate in other countries and
cultures. Although businesses have traded goods across borders
for centuries, the degree of globalization today is unprece-
dented because information technology and transportation sys-
tems allow a much more intense level of connectivity and
interdependence around the planet. '

Globalization offers numerous benefits to organizations in
terms of larger markets, lower costs, and greater access to knowl-
edge and innovation. At the same time, there is considerable
debate about whether globalization benefits developing nations
and whether it is primarily responsible for increasing work inten-
sification, as well as reducing job security and work—life balance
in developed countries. '®

Globalization is now well entrenched, so the most important
issue in organizational behavior is how corporate leaders and
employees alike can lead and work effectively in this emerging
reality.!” Throughout this book, we will refer to the effects of
globalization on teamwork, diversity, cultural values, organiza-
tional structure, leadership, and other themes. Each topic high-
lights that globalization has brought more complexity to the
workplace, but also more opportunities and potential benefits
for individuals and organizations. Globalization requires
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additional knowledge and skills that we will also discuss in this
book, such as emotional intelligence, a global mindset, nonver-
bal communication, and conflict handling.

Increasing Workforce Diversity

In most Japanese corporations, the board of directors consists
exclusively of older generation Japanese males. If the group
has any diversity, it is whether the board member has an engi-
neering or nonengineering education. Hitachi chair Takashi
Kawamura recognized that this lack of diversity limited the
conglomerate’s potential. “Governance handled by Japanese
men with homogeneous thinking is no good,” says Kawamura.
“To be global is to bring diversity into the company’s gover-
nance.” Hitachi is in the process of diversifying its board.




Hitachi’s board now includes three foreign executives, includ-
ing one female executive.'8

Kawamura is increasing the surface-level diversity of the
conglomerate’s board of directors. Surface-level diversity
refers to the observable demographic and other overt differ-
ences among members of a group, such as their race, ethnic-
ity, gender, age, and physical capabilities.!” Surface-level
diversity is increasing in many other parts of the world due to
more open and less discriminatory immigration policies. For
instance, people with non-Caucasian or Hispanic origin cur-
rently represent one-third of the American population. Within
the next 50 years, one in four Americans will be Hispanic,
14 percent will be African American, and 8 percent will be of
Asian descent.?”

surface-level diversity
the observahble demographic
or physiological differences
in people, such as their race,
ethnicity, gender, age, and
physical disabilities

typically average somewhere
between these two cohorts.?

Consequences of Diversity
Diversity presents both oppor-
tunities and challenges in orga-
nizations.?® Diversity is an
advantage because it provides
diverse knowledge. Further-
more, teams with some forms
of diversity (particularly occu-
pational diversity) make better
decisions on complex problems than do teams whose members

have similar backgrounds. There is

deep-level diversity
differences in the
psychological
characteristics of
employees, including
personalities, beliefs,
values, and attitudes

Diversity also includes differences
in the psychological characteristics of
employees, including personalities,
beliefs, values, and attitudes. We can’t

Companies that offer

also some evidence that companies
that win diversity awards have higher
financial returns, at least in the short
run.”’ This is consistent with anec-

directly see this deep-level diversity,
but it is evident in a person’s deci-
sions, statements, and actions. A
popular example is the apparent deep-
level diversity across generations.”!
Exhibit 1.1 illustrates the distribution
of the American workforce by major
generational cohorts: 37 percent Baby

an inclusive workplace
are, in essence, fulfilling
the ethical standard of
fairness in their decisions
regarding employment
and the allocation

of rewards.

dotal evidence from many corporate
leaders, namely that having a diverse
workforce improves customer service
and creativity. “As a company serv-
ing customers around the globe, we
greatly value the diverse opinions and
experiences that an inclusive and
diverse workforce brings to the table,”

Boomers (born from 1946 to 1964),
28 percent Generation Xers (born

says a Verizon executive. The Ameri-
can telecommunications company has

from 1965 to 1980), and 26 percent
Millennials (also called Generation
Yers, born after 1980).

Some writers have made wild
claims about how much employees
differ across generational cohorts.
Generational deep-level diversity dif-
ferences do exist, but systematic
research indicates that these differ-
ences are subtle. In fact, some differ-
ences are due to age, not cohort. In
other words, Boomers had many of
the same attitudes as Millennials
when they were that age.”* One recent
investigation of 23,000 undergraduate
college and university students
reported that, compared with the other
groups, Millennials expect more rapid
career advancement regarding promo-
tions and pay increases.?* These
observations are consistent with other
studies, which have found that Mil-
lennials are more self-confident, are
more self-focused, and have less work
centrality (i.e., work is less of a cen-
tral life interest) when compared
to Baby Boomers. Generation Xers

Silents

Generation Z

of the Millennials.
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Exhibit 1.1 America’s Multigenerational Workforce??

Baby
Boomers
37%

Generation X
28%

Millennials
(GenY)
26%

Note: Percentage of U.S. workforce by age group, based on data from the U.S. Bureau
of Labor Statistics. “Silents” represent the generation of employees born before 1946.
Generation Zers were born after 1990, although some sources consider this group part
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work-life balance the
degree to which a person
minimizes conflict between

won several awards for its
work and nonwork demands

inclusive practices.?®
Is workforce diversity a
sound business proposition?
es, but research indicates
that the reasons are not clear-
cut because most forms of
diversity have both challenges
and benefits.?’ Teams with diverse employees usually take
longer to perform effectively because they experience numer-
ous communication problems and create “faultlines” in infor-
mal group dynamics. Diversity is also a source of conflict,
which can reduce information sharing and morale. But even
with these challenges, companies need to make diversity a
priority because surface-level diversity is a moral and legal
imperative. Companies that offer an inclusive workplace are,
in essence, fulfilling the ethical standard of fairness in their
decisions regarding employment and the allocation of
rewards. Fairness is a well-known predictor of employee loy-
alty and satisfaction.

virtual work work
performed away from
the traditional physical
workplace by using
information technology

Emerging Employment
Relationships

Combine globalization with increasing workforce diversity,
then add in recent developments in information technology.
The resulting concoction has created incredible changes in
employment relationships. A few decades ago, most (although
not all) employees in the United States and similar cultures
would finish their workday after eight or nine hours and could

separate their personal time from work time. There were no
smartphones or Internet connections to keep them tethered to
work on a 24/7 schedule. Even business travel was more of an
exception due to its high cost. Most competitors were located in
the same country, so they had similar work practices and labor
costs. Today, work hours are longer (although arguably less
than 100 years ago), employees experience more work-related
stress, and there is growing evidence that family and personal
relations are suffering.

Little wonder that one of the most important employ-
ment issues over the past decade has been work-life balance.
Work-life balance occurs when people are able to minimize
conflict between their work and nonwork demands.?® Most
employees lack this balance because they spend too many
hours each week performing or thinking about their job,
whether at the workplace, at home, or on vacation. This focus
on work leaves too little time to fulfill nonwork needs and obli-
gations. Our discussion of work-related stress (Chapter 4) will
examine work-life balance issues in more detail.

Another employment relationship trend is virtual work,
whereby employees use information technology to perform their
jobs away from the traditional physical workplace.’> Some vir-
tual work occurs when employees are connected to the office
while traveling or at clients’ offices. However, the most common
form involves working at home rather than commuting to the
office (called telecommuting or teleworking). One large-scale
recent survey of employees across 24 countries reports that
17 percent of those connected from their home to the office tele-
commute on a frequent basis. However, less than 10 percent of
connected Americans telecommute. The U.S. government reports

Global Work-Life Balance Index3!
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Based on interviews with more than 16,000 business respondents from the Regus global
contacts database. This exhibit shows the Regus work-life balance index for each country
listed, as well as globally (includes several countries not shown here). A higher score indicates
that employees in that country experience better work-life balance. The index is standardized
to 100 as the average country score in the first survey a few years ago.

8 PART 1 | Introduction



that 32 percent of its employees are eligible to telecommute, but
only 170,000 actually make use of that policy. More than 10 per-
cent of Japanese employees work from home at least one day
each week, a figure that the Japanese government wants to dou-
ble within the next few years.??

The benefits and limitations of virtual work, particularly
working from home, have been the subject of considerable
research and discussion. One of the most consistent observations
on the benefits side of the ledger is that telework is one of the
most popular perks among job applicants. This work arrange-
ment particularly attracts well-educated, tech-savvy younger
generation employees. Another significant benefit is that tele-
work improves work-life balance for most people, mainly
because they have more time that previously was consumed
traveling to the office. A study of 25,000 IBM employees found
that female telecommuters with children were able to work
40 hours per week, whereas nontelecommuters could manage
only 30 hours before feeling work-life balance tension.>*

Telework potentially improves productivity because
employees experience less stress and tend to allocate some for-
mer commuting time to work activity. Another benefit is that
employees remain productive when the weather or natural

disasters block access to the office. For instance, 30 percent of
U.S. federal government employees were able to continue
working from home during a major snowstorm, which saved
the government $30 million per day.

Telework also has environmental and financial benefits.
Cisco Systems employees worldwide who telework avoid pro-
ducing almost 50,000 metric tons of greenhouse gas emissions.
Telus, one of Canada’s largest telecommunications companies,
has been able to reduce its office space by 25 percent in recent
years by encouraging most of its workforce to telecommute. Its
employees have also reported cost savings. One Telus employee
in Vancouver recently estimated that she saves $650 each
month in travel costs by working from home most days.?

Against these benefits are several challenges and limita-
tions of virtual work.3® There is fairly consistent evidence that
employees who telecommute most of the time experience more
social isolation and less cohesion with their coworkers. To min-
imize these problems, many companies require employees to
work at the office at least once or twice each week. Another
issue is that some employees who cannot telework (as well as
some who choose not to) feel that teleworking is unfair to them
(i.e., teleworkers have more freedom and benefits). At the same
time, at least one study reports that teleworkers also feel an
unfair disadvantage, believing that employees on company
premises receive more support and promotion opportunities.
For this reason, virtual work arrangements are also more suc-
cessful in organizations that evaluate employees by their per-
formance outcomes rather than “face time” (i.e., face-to-face
interactions with the boss and coworkers).?’

Telecommuting’s main benefit is work-life balance, but
some studies have found that family relations suffer rather than
improve if employees lack sufficient space and resources for a
home office. Finally, telework is better suited to people who
are self-motivated, organized, can work effectively with broad-
band and other technology, and have sufficient fulfillment of
social needs elsewhere in their life.

ANCHORS OF
ORGANIZATIONAL
BEHAVIOR KNOWLEDGE

Globalization, increasing workforce diversity, and emerging
employment relationships are just a few of the trends that chal-
lenge organizations and make the field of organizational behav-
ior more relevant than ever before. To understand these and
other topics, the field of organizational behavior relies on a set
of basic beliefs or knowledge structures (see Exhibit 1.2).
These conceptual anchors represent the principles on which OB
knowledge is developed and refined.?®
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