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PrEFACE

This book was created as an alternative to the 600- or 700-page comprehensive textbook 
in organizational behavior (OB). It attempts to provide balanced coverage of all the key 
elements comprising the discipline of OB in a style that readers will find both informative 
and interesting. We’re pleased to say that this text has achieved a wide following in short 
courses and executive programs as well as in traditional courses as a companion volume 
with experiential, skill development, case, and readings books. It is currently used at 
more than 500 colleges and universities in the United States, Canada, Latin America,  
Europe, Australia, and Asia. It has also been translated into Spanish, Portuguese,  
Japanese, Chinese, Dutch, Polish, Turkish, Danish, and Bahasa Indonesian.

Key Changes to the tWeLFth edition

•	 New	chapter	on	diversity	in	organizations	including	information	on	current	U.S.	
workforce demographics, discrimination, biographical characteristics, abilities, 
and implementing diversity management strategies.

•	 Improved	integration	of	contemporary	global	implications:	with	the	explosion	of	
international research, global OB research is now woven into each chapter, rather 
than contained in a stand-alone section at the end of the chapter.

•	 Summary	and	Implications	for	Managers	section	revised	to	bring	the	topics	to-
gether with the application for managers.

•	 New	end	of	chapter	assisted-graded	writing	question	located	in	MyManagmentLab	
provides support for developing students’ critical thinking skills.

•	 Six	new	videos	added	demonstrating	the	real-world	applications	of	OB	concepts.	
Companies and topics include: East Haven Fire Department on Emotions and 
Moods and Managing Stress, Gordon Law Group on Conflict and Negotiation,  
Orpheus Group Casting on Social Perception and Attribution, Power and Political 
Behavior, and Verizon on Diversity.

•	 Thoroughly	updated	examples	and	figures	illustrating	the	latest	data	pertaining	to	
Organizational Behavior.

Retained FRom the PRevious edition

What do readers like about this book? Surveys of users have found general agreement 
about the following features. Needless to say, they’ve all been retained in this edition.

•	 Length. Since its inception in 1984, we’ve tried diligently to keep this book in the 
range of 300 to 400 pages. Users tell us this length allows them considerable flex-
ibility in assigning supporting materials and projects.

•	 Balanced topic coverage. Although short in length, this book continues to provide 
balanced coverage of all the key concepts in OB. This includes not only traditional 
topics, such as personality, motivation, and leadership, but also cutting-edge issues 
such as emotions, diversity, negotiation, and teamwork.

•	 Writing style. This book is frequently singled out for its fluid writing style and 
extensive use of examples. Users regularly tell us that they find this book “conver-
sational,” “interesting,” “student friendly,” and “very clear and understandable.”

xvii
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•	 Practicality. This book has never been solely about theory. It’s about using theory 
to better explain and predict the behavior of people in organizations. In each edi-
tion of this book, we have focused on making sure that readers see the link between 
OB theories, research, and implications for practice.

•	 Absence of pedagogy. Part of the reason we’ve been able to keep this book short 
in length is that it doesn’t include review questions, cases, exercises, or similar 
teaching/learning aids. It continues to provide only the basic core of OB knowl-
edge, allowing instructors the maximum flexibility in designing and shaping 
their courses. Exercises and other teaching/learning aids can be found online on 
MyManagementLab.

•	 Integration of globalization, diversity, and ethics. The topics of globalization 
and cross-cultural differences, diversity, and ethics are discussed throughout 
this book. Rather than being presented in stand-alone chapters, these topics have 
been woven into the context of relevant issues. Users tell us they find that this 
integrative approach makes these topics more fully part of OB and reinforces 
their importance.

•	 Comprehensive supplements. Although this book may be short in length, it’s not 
short on supplements. It comes with a complete, high-tech support package for 
both faculty and students. This includes a comprehensive Instructor’s Manual, Test 
Item File and computerized Test Generator, DVD, PowerPoints, Blackboard and 
Web CT Courses and MyManagementLab. The Self-Assessment Library provides 
students with insights into their skills, abilities, and interests. These supplements 
are described in detail later in this preface.

ChaPteR-by-ChaPteR Changes

Chapter 1 (What is organizational behavior?)
•	 Defines	organizational behavior with current data, business examples, and research
•	 New	OB	model,	with	better	integration	with	pedagogy	(structure)	of	book

Chapter 2 (diversity in organizations)
•	 Describes	the	two	major	forms	of	workplace	diversity,	covering	surface-level	di-

versity and deep-level diversity
•	 Explores	the	biographical	characteristics	of	age,	gender,	race,	disability,	and	length	

of service as some of the most obvious ways employees differ, and how those iden-
tities impact the workplace

•	 Discusses	other	biographical	characteristics	such	as	tenure,	religion,	sexual	orien-
tation, and gender identity as additional sources of workplace diversity

•	 Explores	 the	 role	 of	 intellectual	 ability	 and	 physical	 ability	 on	 employee	
performance

•	 Provides	diversity	management	strategies	for	attracting,	selecting,	developing,	and	
retaining diverse employees

Chapter 3 (attitudes and Job satisfaction)
•	 Describes	how	the	social	relationships	one	has	at	work	contribute	to	job	satisfaction
•	 Updated	research	on	organizational	commitment	and	employee	engagement

xviii Preface
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•	 Review	of	recent	studies	on	within-person	variation	in	job	attitudes
•	 Updated	material	on	organizational	citizenship	behaviors
•	 New	perspectives	on	attitudes	and	organizational	performance
•	 Exploration	of	 job	satisfaction	across	cultures,	 including	a	 look	at	Eastern	and	

Western cultural differences

Chapter 4 (emotions and moods)
•	 Revised	introduction	to	the	topic
•	 Enhanced	discussion	of	emotional	intelligence
•	 Review	of	research	on	moods	and	employee	attachment
•	 New	section	on	“moral	emotions”
•	 Discussion	of	emotion	regulation	strategies	and	their	consequences
•	 New	research	on	gender	and	emotions
•	 Updated	content	on	emotional	displays	at	work
•	 Integration	of	international	cultural	considerations
•	 Research	discussion	on	positive	and	negative	affect	in	Western	and	Eastern	cultures

Chapter 5 (Personality and values)
•	 Introduces	concepts	related	to	dispositional	self-	and	other-orientation
•	 New	material	regarding	vocational	choices
•	 New	discussion	of	values	and	reaction	to	violations	of	employee	values
•	 Major	revision	regarding	Hofstede’s	model	of	culture	and	its	consequences
•	 Updated	information	on	personality	and	expatriate	success

Chapter 6 (Perception and individual decision making)
•	 Review	of	recent	work	on	self-serving	biases
•	 New	information	on	stereotyping	processes
•	 Discussion	of	latest	trends	in	decision	errors	research
•	 Updated	discussion	of	culture	and	perceptions

Chapter 7 (motivation Concepts)
•	 New	material	on	psychological	need	theories
•	 Increased	discussion	of	employee	engagement
•	 Updates	to	the	discussion	on	goal-setting	theory
•	 New	perspectives	on	equity	and	organizational	justice
•	 Discussion	of	the	impact	of	various	cultures	on	the	hierarchy	of	needs	theory	and	

McClelland’s theory of needs. Exploration of the implications of equity theory in 
different cultures

Chapter 8 (motivation: From Concepts to applications)
•	 Updated	discussion	of	job	characteristics
•	 New	coverage	of	flextime,	telecommuting,	and	related	work	practices
•	 Revised	discussion	of	employee	empowerment	and	its	effects
•	 Discussions	of	innovations	in	gainsharing	practices
•	 Integration	of	international	cultural	considerations

 Preface xix
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•	 Consideration	of	job	rotation	in	international	manufacturing	settings,	a	discussion	
of the success of employee involvement programs in non-U.S. countries, and the 
adoption of flexible benefits programs in Canada and the United Kingdom

Chapter 9 (Foundations of group behavior)
•	 New	information	on	defining	and	classifying	groups
•	 New	material	on	dysfunctional	behavior	in	teams
•	 Discussion	of	minority	influence	on	group	decision	making
•	 New	section	on	temporary	groups	with	deadlines
•	 Updated	information	on	group	decision	errors	and	groupthink
•	 Introduction	of	Group	Property	6:	Diversity
•	 New	information	on	international	variations	in	group	behavior	integration	of	inter-

national cultural considerations
•	 Discussion	of	social	loafing	in	various	cultures	and	the	impact	of	group	member	

diversity on group performance

Chapter 10 (understanding Work teams)
•	 Updated	discussion	of	strategies	to	improve	team	performance
•	 Review	of	research	on	team	decision-making	strategies
•	 New	perspectives	on	creativity	in	teams
•	 New	material	on	team	proactivity
•	 Discussion	on	diversity	created	by	national	differences
•	 Discussion	on	diversity	in	teams	of	members	from	various	cultures,	and	research	

on teams in the United Kingdom and China

Chapter 11 (Communication)
•	 New	section	on	social	networking
•	 New	section	on	blogs
•	 New	section	on	lying
•	 Discussion	of	how	to	frame	messages	for	maximum	impact
•	 Discussion	of	 the	effects	of	authority,	expertise,	and	 liking	on	communication	

effectiveness
•	 Updated	discussion	of	body	language	in	communication
•	 Introduces	new	ideas	about	the	effect	of	electronic	communication
•	 Integration	of	international	communication	cultural	considerations

Chapter 12 (Leadership)
•	 Expanded	discussion	of	leader	effects	on	employee	attitudes
•	 New	perspectives	on	culture	and	leadership
•	 New	material	regarding	emotional	intelligence	and	leadership
•	 Consideration	of	“servant	leadership”
•	 Discussion	of	how	leaders	can	increase	employee	productivity
•	 The	GLOBE	Framework	for	Assessing	Cultures	is	discussed	as	it	relates	to	behav-

ioral theories of leadership
•	 Discussion	of	leadership	internationally	including	transformational	leadership	and	

servant leadership
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Chapter 13 (Power and Politics)
•	 Coverage	of	latest	research	on	influence	tactics
•	 Revised	discussion	of	sexual	harassment
•	 Updated	discussion	of	political	behavior	in	organizations
•	 Revision	to	discussion	of	international	issues	in	power	and	politics
•	 Added	discussions	and	research	on	the	use	of	organizational	power	tactics	and	

organizational political behavior across cultures

Chapter 14 (Conflict and negotiation)
•	 Updated	material	on	gender	and	negotiation	styles
•	 New	material	on	individual	differences	in	negotiation	styles
•	 Discussion	of	emotions	in	negotiation
•	 New	information	on	suspicion	and	deception	in	negotiation
•	 Updates	to	discussion	on	conflict	and	conflict	management	processes
•	 Discussion	of	the	effect	of	conflict	on	group	productivity	on	team	performance	and	

the effectiveness of conflict resolution strategies in different cultures.
•	 Discussion	on	negotiation	strategies	within	and	across	cultures

Chapter 15 (Foundations of organization structure)
•	 Latest	research	on	boundaryless	organizations	and	their	functioning
•	 Discussion	of	technology’s	influence	on	organizational	structure
•	 Updated	review	of	the	relationship	between	organizational	structure	and	attitudes
•	 Updated	examples	from	businesses	and	OB	research
•	 Research	on	the	role	of	various	power-distance	cultures	on	how	structure	affects	

employee performance and satisfaction

Chapter 16 (organizational Culture)
•	 New	review	of	basic	issues	in	organizational	culture	and	subcultures
•	 Enhanced	discussion	of	ethical	culture
•	 Review	of	culture	and	organizational	performance
•	 Revised	discussion	of	organizational	socialization	practices	and	outcomes
•	 Updated	examples	from	businesses	and	OB	research

Chapter 17 (organizational Change and stress management)
•	 Updated	review	of	research	on	individual	readiness	for	organizational	change
•	 Discussion	of	maladaptive	behavioral	response	to	stress	at	work
•	 Updated	discussion	of	coping	strategies
•	 Implications	of	the	stress–health	relationship
•	 Exploration	of	how	idea	champions	are	successful	in	various	cultures.	Research	

ideas on the impact of work stress on physical well-being across cultures.

suPPLements PaCKage

Essentials of Organizational Behavior continues to be supported with an extensive  
supplements package for both students and faculty.
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InStruCtOr’S manual
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teStGen
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InStruCtOr POWerPOIntS
This presentation includes basic outlines and key points from each chapter. It includes 
figures from the text but no forms of rich media, which makes the file size manageable 
and easier to share online or via e-mail. This set was also designed for the professor who 
prefers to customize PowerPoints and who wants to be spared from having to strip out 
animation, embedded files, and other media-rich features.

learnInG manaGement SyStemS
Our TestGens are converted for use in BlackBoard and WebCT. These standard course 
cartridges contain the Instructor’s Manual, TestGen, Instructor PowerPoints, and when 
available, Student PowerPoints and Student Data Files.

vIdeO lIBrary
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1

Introduction to  
Organizational Behavior

PART 1: Prologue

If you ask managers to describe their most frequent or troublesome problems, the an-
swers you get tend to exhibit a common theme. The managers most often describe people 
problems. They talk about their bosses’ poor communication skills, employees’ resis-
tance to a company reorganization, and similar concerns. It may surprise you to learn that 
only recently have courses in people skills become an important part of business school 
programs.

Until the late 1980s, business school curricula emphasized the technical aspects of 
management, focusing on economics, accounting, finance, and quantitative techniques. 
Course work in human behavior and people skills received relatively less attention. Over 
the past three decades, business school faculty have come to realize the significant role 
understanding human behavior plays in determining a manager’s effectiveness; required 
courses on people skills have therefore been added to many curricula.

After studying this chapter, you should be able to:

•	 Define	organizational behavior (OB).

•	 Show	the	value	to	OB	of	systematic	study.

•	 Identify	the	major	behavioral	science	disciplines	that	contribute	to	OB.

•	 Demonstrate	why	few	absolutes	apply	to	OB.

•	 Identify	the	challenges	and	opportunities	managers	have	in	applying	OB	concepts.

•	 Identify	the	three	levels	of	analysis	in	OB.

MyManagementLab™

 Improve Your Grade!
Over 10 million students improved their results using the Pearson MyLabs. Visit 
mymanagementlab.com for simulations, tutorials, and end-of-chapter problems.
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2	 Part	1	 •	 Prologue

Developing	managers’	 interpersonal	skills	also	helps	organizations	attract	and	
keep high-performing employees. Regardless of labor market conditions, outstanding 
employees are always in short supply.1 Companies known as good places to work—
such	as	Starbucks,	Adobe	Systems,	Cisco,	Whole	Foods,	Google,	American	Express,	
Amgen, Pfizer, and Marriott—have a big advantage. A recent survey of hundreds 
of workplaces, and more than 200,000 respondents, showed the social relationships 
among	co-workers	and	supervisors	were	strongly	related	to	overall	 job	satisfaction.	
Positive social relationships also were associated with lower stress at work and lower 
intentions to quit.2 Having managers with good interpersonal skills is likely to make 
the workplace more pleasant, which in turn makes it easier to hire and keep quali-
fied people. Creating a pleasant workplace also appears to make good economic 
sense. Companies with reputations as good places to work (such as Forbes’ “100 Best 
Companies	to	Work	for	in	America”)	have	been	found	to	generate	superior	financial	
performance.3

We	have	come	to	understand	that	in	today’s	competitive	and	demanding	work-
place, managers can’t succeed on their technical skills alone. They also have to have 
good people skills. This book has been written to help both managers and potential man-
agers develop those people skills.

EntEr OrganizatiOnal BEhaviOr

We’ve	made	the	case	for	the	importance	of	people	skills.	But	neither	this	book nor the 
discipline	on	which	it	is	based	is	called	“people	skills.”	The	term	that	is	widely	used	to	
describe the discipline is organizational behavior.

Organizational behavior (often abbreviated OB) is a field of study that investi-
gates the impact individuals, groups, and structure have on behavior within organiza-
tions, for the purpose of applying such knowledge toward improving an organization’s 
effectiveness. That’s a mouthful, so let’s break it down.

Organizational behavior is a field of study, meaning that it is a distinct area of 
expertise	with	a	common	body	of	knowledge.	What	does	it	study?	It	studies	three	deter-
minants of behavior in organizations: individuals, groups, and structure. In addition, OB 
applies the knowledge gained about individuals, groups, and the effect of structure on 
behavior in order to make organizations work more effectively.

To sum up our definition, OB is the study of what people do in an organization 
and how their behavior affects the organization’s performance. And because OB is con-
cerned specifically with employment-related situations, it emphasizes behavior as related 
to	concerns	such	as	jobs,	work,	absenteeism,	employment	turnover,	productivity,	human	
performance, and management. Although debate exists about the relative importance of 
each, OB includes the core topics:

•	 Motivation
•	 Leader	behavior	and	power
•	 Interpersonal	communication
•	 Group	structure	and	processes
•	 Attitude	development	and	perception
•	 Change	processes
•	 Conflict	and	negotiation
•	 Work	design4

OB’s goal is to 
understand and predict 
human behavior in 
organizations; the 
complexities of human 
behavior are not easy 
to predict, but neither 
are they random—
certain fundamental 
consistencies underlie 
the behavior of all 
individuals.
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COmplEmEnting intuitiOn with SyStEmatiC Study

Each	of	us	is	a	student	of	behavior.	Whether	you’ve	explicitly	thought	about	it	before,	
you’ve	been	“reading”	people	almost	all	your	life,	watching	their	actions	and	trying	to	
interpret what you see or predict what people might do under different conditions. Un-
fortunately, the casual or common-sense approach to reading others can often lead to er-
roneous predictions. However, you can improve your predictive ability by supplementing 
intuition with a more systematic approach.

The systematic approach in this book will uncover important facts and relation-
ships and provide a base from which to make more accurate predictions of behavior. 
Underlying this systematic approach is the belief that behavior is not random. Rather, 
we can identify fundamental consistencies underlying the behavior of all individuals and 
modify them to reflect individual differences.

These	fundamental	consistencies	are	very	important.	Why?	Because	they	allow	
predictability. Behavior is generally predictable, and the systematic study of behavior is 
a	means	to	making	reasonably	accurate	predictions.	When	we	use	the	term	systematic 
study, we mean looking at relationships, attempting to attribute causes and effects, and 
basing our conclusions on scientific evidence—that is, on data gathered under controlled 
conditions and measured and interpreted in a reasonably rigorous manner.

Evidence-based management (EBM) complements systematic study by basing 
managerial	decisions	on	the	best	available	scientific	evidence.	For	example,	we	want	
doctors to make decisions about patient care based on the latest available evidence, and 
EBM	argues	that	managers	should	do	the	same,	becoming	more	scientific	in	how	they	
think about management problems. A manager might pose a managerial question, search 
for the best available evidence, and apply the relevant information to the question or case 
at hand. You might think it difficult to argue against this (what manager would say deci-
sions	shouldn’t	be	based	on	evidence?),	but	the	vast	majority	of	management	decisions	
are	still	made	“on	the	fly,”	with	little	or	systematic	study	of	available	evidence.5

Systematic	study	and	EBM	add	to	intuition,	or	those	“gut	feelings”	about	what	
makes	others	(and	ourselves)	“tick.”	Of	course,	the	things	you	have	come	to	believe	in	an	
unsystematic	way	are	not	necessarily	incorrect.	Jack	Welch	(former	CEO	of	GE)	noted,	
“The	trick,	of	course,	is	to	know	when	to	go	with	your	gut.”	But	if	we	make	all decisions 
with intuition or gut instinct, we’re likely working with incomplete information—like 
making an investment decision with only half the data.

diSCiplinES that COntriButE tO thE OB FiEld

Organizational behavior is an applied behavioral science built on contributions from a 
number of behavioral disciplines, mainly psychology and social psychology, sociology, 
and anthropology. Psychology’s contributions have been mainly at the individual or mi-
cro level of analysis, whereas the other disciplines have contributed to our understanding 
of	macro	concepts	such	as	group	processes	and	organization.	Exhibit	1-1	is	an	overview	
of	the	major	contributions	to	the	study	of	organizational	behavior.

psychology

Psychology seeks to measure, explain, and sometimes change the behavior of humans 
and other animals. Those who have contributed and continue to add to the knowledge 

Several	social	science	
disciplines contribute 
to OB, but none are 
more important than 
psychology.
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4	 Part	1	 •	 Prologue

of OB are learning theorists, personality theorists, counseling psychologists, and, most 
important, industrial and organizational psychologists.

Early	 industrial/organizational	 psychologists	 studied	 the	 problems	 of	 fatigue,	
boredom, and other working conditions that could impede efficient work performance. 
More recently, their contributions have expanded to include learning, perception, per-
sonality,	emotions,	training,	leadership	effectiveness,	needs	and	motivational	forces,	job	
satisfaction, decision-making processes, performance appraisals, attitude measurement, 
	employee-selection	techniques,	work	design,	and	job	stress.

Social psychology

Social psychology, generally considered a branch of psychology, blends concepts from 
both	psychology	and	sociology	to	focus	on	people’s	influence	on	one	another.	One	major	
study area is change—how to implement it and how to reduce barriers to its acceptance. 
Social	psychologists	also	contribute	to	measuring,	understanding,	and	changing	attitudes;	

Sociology

Social psychology

Anthropology

Psychology

Behavioral
science

OutputUnit of
analysis

Contribution

Learning
Motivation
Personality
Emotions
Perception
Training
Leadership effectiveness
Job satisfaction
Individual decision making
Performance appraisal
Attitude measurement
Employee selection
Work design
Work stress

Behavioral change
Attitude change
Communication
Group processes
Group decision making

Formal organization theory
Organizational technology
Organizational change
Organizational culture

Comparative values
Comparative attitudes
Cross-cultural analysis

Organizational culture
Organizational environment
Power

Communication
Power
Conflict
Intergroup behavior

Study of
organizational

behavior

Organization
system

Individual

Group

EXhiBit 1-1
Toward an OB 
Discipline
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identifying	communication	patterns;	and	building	trust.	Finally,	they	have	made	impor-
tant contributions to our study of group behavior, power, and conflict.

Sociology

Whereas	psychology	focuses	on	the	individual,	sociology studies people in relation to 
their	social	environment	or	culture.	Sociologists	have	contributed	to	OB	through	their	study	
of group behavior in organizations, particularly formal and complex organizations. Perhaps 
most important, sociologists have studied organizational culture, formal organization 
theory and structure, organizational technology, communications, power, and conflict.

anthropology

Anthropology is the study of societies to learn about human beings and their activi-
ties. Anthropologists’ work on cultures and environments has helped us understand 
differences in fundamental values, attitudes, and behavior between people in different 
countries and within different organizations. Much of our current understanding of orga-
nizational culture, organizational environments, and differences among national cultures 
is a result of the work of anthropologists or those using their methods.

thErE arE FEw aBSOlutES in OB

Laws	in	the	physical	sciences—chemistry,	astronomy,	physics—are	consistent	and	apply	
in a wide range of situations. They allow scientists to generalize about the pull of gravity 
or to be confident about sending astronauts into space to repair satellites. But as a noted 
behavioral	researcher	observed,	“God	gave	all	the	easy	problems	to	the	physicists.”	Human	
beings are complex, and few, if any, simple and universal principles explain organizational 
behavior. Because we are not alike, our ability to make simple, accurate, and sweeping 
generalizations is limited. Two people often act very differently in the same situation, and 
the same person’s behavior changes in different situations. Not everyone is motivated by 
money, and people may behave differently at a religious service than they do at a party.

That doesn’t mean, of course, that we can’t offer reasonably accurate explanations of 
human behavior or make valid predictions. It does mean that OB concepts must reflect situ-
ational,	or	contingency,	conditions.	We	can	say	x leads to y, but only under conditions speci-
fied in z—the contingency variables. The science of OB was developed by applying general 
concepts	to	a		particular	situation,	person,	or	group.	For	example,	OB	scholars	would	avoid	stat-
ing	that	everyone	likes	complex	and	challenging	work	(the	general	concept).	Why?	Because	
not	everyone	wants	a	challenging	job.	Some	people	prefer	routine	over	varied,	or	simple	over	
complex.	A	job	attractive	to	one	person	may	not	be	to	another;	its	appeal	is	contingent	on	the	
person who holds it.

As you proceed through this book, you’ll encounter a wealth of research-based theories 
about how people behave in organizations. But don’t expect to find a lot of straightforward 
cause-and-effect relationships. There aren’t many! Organizational behavior theories mirror the 
subject	matter	with	which	they	deal,	and	people	are	complex	and	complicated.

ChallEngES and OppOrtunitiES FOr OB

Understanding organizational behavior has never been more important for managers. 
Take a quick look at the dramatic changes in organizations. The typical employee is 
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6	 Part	1	 •	 Prologue

getting older; more women and people of color are in the workplace; corporate downsiz-
ing and the heavy use of temporary workers are severing the bonds of loyalty that tied 
many employees to their employers; and global competition requires employees to be-
come more flexible and cope with rapid change. The global recession has brought to the 
forefront the challenges of working with and managing people during uncertain times.

In short, today’s challenges bring opportunities for managers to use OB concepts. 
In this section, we review some of the most critical issues confronting managers for 
which OB offers solutions—or at least meaningful insights toward solutions.

responding to Economic pressures

When	the	U.S.	economy	plunged	into	a	deep	and	prolonged	recession	in	2008,	virtually	
all	other	large	economies	around	the	world	followed	suit.	Layoffs	and	job	losses	were	
widespread, and those who survived the ax were often asked to accept pay cuts.

During	difficult	economic	 times,	effective	management	 is	often	at	a	premium.	
Anybody can run a company when business is booming because the difference between 
good and bad management reflects the difference between making a lot of money and 
making	a	lot	more	money.	When	times	are	bad,	though,	managers	are	on	the	front	lines	
with employees who must be fired, who are asked to make do with less, and who worry 
about their futures. The difference between good and bad management can be the differ-
ence between profit and loss or, ultimately, between survival and failure.

Managing	employees	well	when	times	are	tough	is	just	as	hard	as	when	times	are	
good—if not more so. But the OB approaches sometimes differ. In good times, under-
standing how to reward, satisfy, and retain employees is at a premium. In bad times, 
 issues like stress, decision making, and coping come to the fore.

responding to globalization

Organizations are no longer constrained by national borders. Burger King is owned by a 
British	firm,	and	McDonald’s	sells	hamburgers	in	more	than	100	countries	in	six	conti-
nents.	ExxonMobil,	a	so-called	U.S.	company,	reported	that	less	than	6	percent	of	their	
2011	earnings	were	from	gas	and	products	sales	in	the	United	States.6 New employees 
at	Finland-based	phone	maker	Nokia	are	increasingly	being	recruited	from	India,	China,	
and	other	developing	countries—non-Finns	now	outnumber	Finns	at	their	renowned	re-
search	center	in	Helsinki.	And	all	major	automobile	makers	now	manufacture	cars	out-
side	their	borders:	Honda	builds	cars	in	Ohio,	Ford	in	Brazil,	Volkswagen	in	Mexico,	and	
both	Mercedes	and	BMW	in	South	Africa.

The	world	has	become	a	global	village.	 In	 the	process,	 the	manager’s	 job	has	
changed.

inCrEaSEd FOrEign aSSignmEntS If you’re a manager, you are increasingly likely 
to find yourself in a foreign assignment—transferred to your employer’s operating divi-
sion or subsidiary in another country. Once there, you’ll have to manage a workforce 
very different in needs, aspirations, and attitudes from those you are used to back home.

wOrking with pEOplE FrOm diFFErEnt CulturES Even	in	your	own	country,	
you’ll find yourself working with bosses, peers, and other employees born and raised in 
different	cultures.	What	motivates	you	may	not	motivate	them.	Or	your	communication	

There are many 
reasons why it is more 
important than ever to 
learn OB concepts.
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style may be straightforward and open, which others may find uncomfortable and threat-
ening. To work effectively with people from different cultures, you need to understand 
how their culture, geography, and religion have shaped them and how to adapt your man-
agement style to their differences.

OvErSEEing mOvEmEnt OF JOBS tO COuntriES with lOw-COSt laBOr It’s in-
creasingly difficult for managers in advanced nations, where minimum wages are typi-
cally	$6	or	more	an	hour,	to	compete	against	firms	that	rely	on	workers	from	China	and	
other developing nations where labor is available for 30 cents an hour. It’s not by chance 
that	many	people	in	the	United	States	wear	clothes	made	in	China,	work	on	computers	
whose microchips came from Taiwan, and watch movies filmed in Canada. In a global 
economy,	jobs	tend	to	flow	where	lower	costs	give	businesses	a	comparative	advan-
tage,	though	labor	groups,	politicians,	and	local	community	leaders	see	exporting	jobs	
as	undermining	the	job	market	at	home.	Managers	face	the	difficult	task	of	balancing	the	
interests of their organizations with their responsibilities to the communities in which 
they operate.

managing workforce diversity

One of the most important challenges for organizations is workforce diversity, the con-
cept that organizations are becoming more heterogeneous in terms of gender, age, race, 
ethnicity, sexual orientation, and inclusion of other diverse groups.	Whereas	globaliza-
tion focuses on differences among people from different countries, workforce diversity 
addresses differences among people within given countries.

Workforce diversity acknowledges a workforce of women and men; many ra-
cial and ethnic groups; individuals with a variety of physical or psychological abilities; 
and people who differ in age and sexual orientation. Managing this diversity is a global 
concern.	For	example,	most	European	countries	have	experienced	dramatic	growth	in	
immigration	from	the	Middle	East.	Argentina	and	Venezuela	host	a	significant	number	
of	migrants	from	other	South	American	countries,	and	nations	from	India	to	Iraq	to	Indo-
nesia find great cultural diversity within their borders.

The	most	significant	change	in	the	U.S.	labor	force	during	the	last	half	of	the	twen-
tieth century was the rapid increase in the number of female workers. In 1950, for in-
stance,	only	29.6	percent	of	the	workforce	was	female.	By	2008,	it	was	46.5	percent.	The	
first half of the twenty-first century will be notable for changes in racial and ethnic com-
position and an aging baby-boom generation. By 2050, Hispanics will grow from today’s 
11 percent of the workforce to 24 percent, blacks will increase from 12 to 14 percent, 
and Asians from 5 to 11 percent. Meanwhile, in the near term the labor force will be ag-
ing. The 55-and-older age group, currently 13 percent of the labor force, will increase to  
20 percent by 2014.7

Though we have more to say about workforce diversity in the next chapter, suf-
fice it to say here that it presents great opportunities and poses challenging questions 
for  managers and employees in all countries. How can we leverage differences within 
groups	for	competitive	advantage?	Should	we	treat	all	employees	alike?	Should	we	rec-
ognize	individual	and	cultural	differences?	How	can	we	foster	cultural	awareness	in	em-
ployees	without	lapsing	into	political	correctness?	What	are	the	legal	requirements	in	
each	country?	Does	diversity	even	matter?	Exhibit	1-2	outlines	the	major	workforce	di-
versity issues employers need to ensure they are addressed in their organizations.
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8	 Part	1	 •	 Prologue

GENDER

Nearly half of the U.S. workforce is now made up of women, and women are a growing 
 percentage of the workforce in most countries throughout the world. Organizations need 
to ensure that hiring and  employment policies create equal access and opportunities to  individuals, 
regardless of gender.

RACE

The percentage of Hispanics, blacks, and Asians in the U.S. workforce continues to increase. 
Organizations need to ensure that policies provide equal access and opportunities,  regardless of 
race.

NATIONAL ORIGIN

A growing percentage of U.S. workers are immigrants or come from homes where English 
is not the  primary language spoken. Because employers in the United States have the 
right to demand that English be spoken at the workplace during job-related activities, 
communication problems can occur when  employees’ English-language skills are weak.

AGE

The U.S. workforce is aging, and recent polls indicate that an increasing percentage of  employees 
expect to work past the traditional retirement age of 65. Organizations cannot discriminate on the 
basis of age and need to make accommodations for the needs of older workers.

DISABILITY

Organizations need to ensure that jobs and workplaces are accessible to the mentally,  physically, 
and health challenged.

DOMESTIC PARTNERS

An increasing number of gay and lesbian employees, as well as employees with live-in  partners of 
the opposite sex, are demanding the same rights and benefits for their partners that organizations 
have provided for traditional married couples.

RELIGION

Organizations need to be sensitive to the customs, rituals, and holidays, as well as the  appearance 
and attire, of individuals of non-Christian faiths such as Judaism, Islam, Hinduism, Buddhism, 
and Sikhism, and ensure that these individuals suffer no adverse  impact as a result of their 
appearance or practices.

EXhiBit 1-2
Major Workforce 
Diversity 
Categories

improving Customer Service

Today,	the	majority	of	employees	in	developed	countries	work	in	service	jobs,	including	
80	percent	in	the	United	States.	In	Australia,	73	percent	work	in	service	industries.	In	the	
United	Kingdom,	Germany,	and	Japan,	the	percentages	are	69,	68,	and	65,	respectively.	
Service	jobs	include	technical	support	representatives,	fast-food	counter	workers,	sales	
clerks, waiters and waitresses, nurses, automobile repair technicians, consultants, credit 
representatives, financial planners, and flight attendants. The common characteristic of 
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these	jobs	is	substantial	interaction	with	an	organization’s	customers.	Many	an	organiza-
tion has failed because its employees failed to please customers. Management needs to 
create a customer-responsive culture. OB can provide considerable guidance in helping 
managers create such cultures—in which employees are friendly and courteous, acces-
sible, knowledgeable, prompt in responding to customer needs, and willing to do what’s 
necessary to please the customer.8

improving people Skills

As you proceed through the chapters of this book, we’ll present relevant concepts and 
theories that can help you explain and predict the behavior of people at work. You’ll also 
gain	insights	into	specific	people	skills	that	you	can	use	on	the	job.	For	instance,	you’ll	
learn	ways	to	design	motivating	jobs,	techniques	for	improving	your	listening	skills,	and	
how to create more effective teams.

Stimulating innovation and Change

Whatever	happened	to	Montgomery	Ward,	Woolworth,	Smith	Corona,	TWA,	Bethlehem	
Steel,	and	WorldCom?	All	these	giants	went	bust.	Why	have	other	giants,	such	as	Gen-
eral	Motors,	Sears,	Boeing,	and	Lucent	Technologies,	implemented	huge	cost-cutting	
programs	and	eliminated	thousands	of	jobs?	The	answer	is	to	avoid	going	broke.

Today’s successful organizations must foster innovation and master the art of 
change,	or	they’ll	become	candidates	for	extinction.	Victory	will	go	to	the	organizations	
that maintain their flexibility, continually improve their quality, and beat their compe-
tition to the marketplace with a constant stream of innovative products and services. 
Domino’s	single-handedly	brought	on	the	demise	of	small	pizza	parlors	whose	manag-
ers thought they could continue doing what they had been doing for years. Amazon.
com is putting a lot of independent bookstores out of business as it proves you can suc-
cessfully sell books (and most anything else) from a website. After years of lackluster 
performance, Boeing realized it needed to change its business model. The result was its  
787	Dreamliner	and	a	return	to	being	the	world’s	largest	airplane	manufacturer.

An organization’s employees can be the impetus for innovation and change, or 
they	can	be	a	major	stumbling	block.	The	challenge	for	managers	is	to	stimulate	their	em-
ployees’ creativity and tolerance for change. The field of OB provides a wealth of ideas 
and techniques to aid in realizing these goals.

Coping with “temporariness”

Globalization,	expanded	capacity,	and	advances	in	technology	have	required	organiza-
tions to be fast and flexible if they are to survive. The result is that most managers and 
employees	today	work	in	a	climate	best	characterized	as	“temporary.”

Workers	must	continually	update	their	knowledge	and	skills	to	perform	new	job	
requirements.	Production	employees	at	companies	such	as	Caterpillar,	Ford,	and		Alcoa	
need	to	keep	up	with	changes	in	CAD/CAM	equipment.	That	was	not	part	of	their	job	
descriptions 20 years ago. In the past, employees were assigned to a specific work group, 
gaining a considerable amount of security working with the same people day in, day 
out. That predictability has been replaced by temporary work groups, with members 
from  different departments, and the increased use of employee rotation to fill constantly 
changing	work	assignments.	Finally,	organizations	are	in	a	state	of	flux.	They	continually	




