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Nikos Kazantzakis once wrote:

Ideal teachers are those who use themselves as bridges over which they invite 
their students to cross; then having facilitated their crossing, joyfully col-
lapse, encouraging them to create bridges of their own.

Our goal as an author team was to write an organizational behavior (OB) textbook 
that really engaged students—not one that involved memorizing its content for the sole 
purpose of passing exams and then quickly forgetting whatever they had learned. We 
wanted to write a textbook that students could use well after the semester was over to 
help them actively learn and think critically in order to understand how people behave 
as they pursue their career goals. In other words, we wanted to help students “build 
bridges” to their goals and dreams. We hope we have achieved our goal in Organiza-
tional Behavior: A Critical-Tinking Approach for students in organizational behavior 
classes across the world.

In our 21st-century business world, organizational behavior has taken on a 
new signifcance. In an environment in which competition is fercer than ever, it 
is people who act as diferentiators in the workplace. In every aspect of business, 
people are the cornerstone of success. Tis is why it is so important to understand 
human behavior. 

The following quote from Curt Coffman and Gabriela Gonzalez-Molina in 
Follow Tis Path: How the World’s Greatest Organizations Drive Growth by Unleashing 
Human Potential reinforces the importance of understanding human behavior in 
organizations:

The success of your organization doesn’t depend on your understanding of 
economics, or organizational development, or marketing. It depends, quite 
simply, on your understanding of human psychology: how each individual 
employee connects with your company and how each individual employee 
connects with your customers.

One of the earliest studies of organizational behavior was carried out at AT&T’s 
Western Electric Hawthorne plant by Harvard’s Elton Mayo in 1927. Te principle 
fndings of this study showed that when workers are given the opportunity to contrib-
ute their thinking and learning to workplace issues, their job performance improves. 
Tis fnding is still relevant today. Studies in organizational behavior add to our under-
standing of the individuals working within all types of businesses, from corporate to 
entrepreneurial. Organizational Behavior: A Critical-Tinking Approach attempts to cap-
ture the body of knowledge that encompasses the organizational behavioral research 
into a book that is fun to read, captures the reader’s attention, and imparts the organiza-
tional behavioral knowledge in a way that promotes critical thinking. 

PREFACE

    xv



xvi    ORGANIZATIONAL BEHAVIOR

OUR VISION
Organizational Behavior: A Critical-Tinking Approach is a textbook for college-level 
undergraduate students seeking insight into individual behavior, group behavior, orga-
nizational structure, and organizational processes through the lens of critical thinking. 

Organizational behavior courses are defined by the following trends: larger 
course sizes, the need for continually changing content to stay relevant, and instruc-
tors working to make vast online resources meaningful to the student experience. 
Te cumulative efect of these trends on instructors is a much more demanding 
environment for teaching and learning. In a quickly changing business environment, 
many books need a complete rewrite to be fully up-to-date. Even better, though, this 
is a new book—written from today’s perspective, with an eye to the near future. Our 
goal in writing this book is to bring to the classroom a fresh view of human behavior 
in organizations.

What Makes Our Book Unique
•• Critical-thinking approach. Students learn to analyze behavior patterns and 

assess consequences to predictive paths. Managers make decisions that have 
delayed consequences on situations, with extraordinary complexity, yet 
predictable patterns of behavior. A student’s ability to make decisions that 
result in expected and desirable consequences should be the sole objective 
of all organizational behavior textbooks.

•• Continuing case narratives. Students are associative thinkers and continu-
ously seek multiple data points to connect into a constellation of meaning. 
People retain knowledge through meaningful narratives, which means that 
stories that illustrate richly textured situations are better for learning than 
listing brands and public fgures in the chapters.

•• Practical applications, self-assessments, experiential exercises, and additional 
pedagogical features make OB come to life and encourage students to 
engage with OB concepts in meaningful ways.

A Critical-Thinking Approach 
We believe that in today’s business world, organizational behavior is more import-
ant than ever. Companies are looking for employees and managers who have strong 
organizational behavior skills. Critical thinking, problem solving, and creativity are 
valuable and essential commodities. Critical thinking is an essential skill; managers 
use critical thinking to understand, explain, predict, and infuence behavior in the 
workplace. 

Our text provides a comprehensive overview of OB theories and processes with a 
strong emphasis on critical-thinking applications in order to equip students with the 
information and skills they need to thrive in organizations today.

Why Critical Thinking Matters in OB
A critical thinker uses his or her intelligence, knowledge, and skills to question and care-
fully explore situations and to arrive at thoughtful conclusions based on evidence and 
reason. Someone thinking critically is able to get past biases and view situations from 
diferent perspectives to ultimately improve his or her understanding of the world. 

Business leaders use critical thinking when making decisions, solving problems, 
gathering information, and asking questions. Time and again, research has shown 
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the efectiveness of critical thinking in the workplace. In an article published in the 
journal Current Directions in Psychological Science, the authors report that cognitive 
ability tests, including critical-thinking tests “are among the strongest and most con-
sistent predictors of performance across academic and work settings.”1 

In Organizational Behavior: A Critical-Tinking Approach, we use the compo-
nents and core skills of critical thinking to teach the many facets of organizational 
behavior to students. Adding critical thinking to these behaviors further enhances 
students’ abilities to strategically think as well as analyze and solve problems. By 
seeking frst to understand the dynamics of human behavior, then sharing the knowl-
edge learned, they will be able to build more successful relationships within their 
personal and professional lives.

How Our Book Incorporates Critical Thinking 
A lot of OB books claim to help students to develop their critical-thinking skills. What 
makes our book different? Our book incorporates critical thinking on every page. 
Instead of passively reading through each chapter, the student is asked to pause, refect, 
and engage more critically with the content. 

•• Chapter 1 explains the central role critical thinking plays in OB and intro-
duces a fve-step critical-thinking framework that students can apply to 
challenging scenarios, problems, decisions, and other issues. 

•• Tinking Critically questions tied to Bloom’s Taxonomy appear through-
out each chapter. Bracketed notations identify which domain(s) of Bloom’s 
Taxonomy the question falls into: understand, apply, analyze, evaluate, and 
create. Tese questions don’t necessarily have a right or wrong answer but 
rather are designed to challenge students to think critically and achieve 
higher levels of learning.

•• Examining the Evidence boxes highlight a recent seminal OB study from 
high-quality OB journals and discusses its practical applications in the busi-
ness world. Critical-thinking questions at the end of each box allow stu-
dents to see how research in academe applies to real-life settings. 

•• OB in the Real World boxes feature real-world anecdotes, quotes, and 
examples from seasoned business professionals who share their knowledge 
and experience with students by describing how they used OB to pos-
itively infuence outcomes and achieve organizational success. Critical-
thinking questions help students see how OB concepts impact real people 
and organizations. 

Tese critical-thinking elements are perfect for assignments or class discussions and 
lively debate. 

Continuing Case Narratives
In order to support our balanced approach to research and practice, and our pedagogical 
commitment to critical thinking, Organizational Behavior: A Critical-Tinking Approach 
takes a new approach to the style of OB textbooks. We include all the concepts and key 
terms that are expected, but we do so in a context that aids instructors in showing how 
and why they are applied in real world situations, and in a style that ignites the imagina-
tion and sparks discussion. 

Rather than a series of unrelated organizational snapshots that ofer only a super-
fcial understanding of OB content, we create rich, continuing case study narratives 
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that illustrate the exciting and challenging complexities of the real world. Each of the 
main OB subdivisions is presented through business case narratives that span multi-
ple chapters. Tese continuing case narratives serve two key purposes:

1.	 Provide fully imagined characters and relationships that reflect challenges 
and opportunities that managers encounter

2.	 Provide sufficiently rich contexts to practice critical-thinking skills in ways 
that mimic actual workplace dynamics. How do we ensure that these case 
narratives are consistent with top-tier research and the challenges that busi-
nesses are addressing in today’s economy?

For Parts 2–5 of the book, we develop a case representing an industry and featuring 
several managers in an organization. Tese continuing cases are inspired by real people 
and real events but fctionalized for the learning process. Chapters include a Back to the 
Case recap that summarizes the events of the previous chapter’s case narrative, making it 
easy for instructors to assign chapters out of order.

Following is a summary of each continuing case narrative in the text:

Chapters 2–4. The Case of Laura Pierce:  

Diferences at the West Texas Regional Theatre 
Te narrative focuses on Laura Pierce, a newly employed marketing and development 
director at the fnancially struggling West Texas Regional Teatre (WTRT), and the 
challenges she faces in trying to overcome individual diferences in order to help save 
the theatre. In Chapter 2, Laura meets her new colleagues and gets to know more about 
their diferent backgrounds and personalities. In Chapter 3, Laura introduces her ideas 
to drive business to WTRT but needs to navigate the attitude and behavior of the staf. 
In Chapter 4, Laura deals with the consequences of difering perceptions as she meets 
with the WTRT board members to discuss the theatre’s fnancial decline. 

Chapters 5–6. The Case of Katie O’Donnell: 

Motivating Staf at the Waterfront Grill
Katie O’Donnell is an MBA student who has been a server at the restaurant for the 
past two years and just accepted the job of assistant manager at the Waterfront Grill 
in upstate New York. She sees her promotion as an opportunity to identify and solve 
a number of problems she has experienced at the restaurant over the past two years. In 
Chapter 5, Katie focuses on addressing high turnover by suggesting diferent strategies to 
resolve problems and motivate staf at the Waterfront Grill. In Chapter 6, Katie starts to 
put some of these motivational concepts into practice with mixed results.

Chapters 7–10. The Case of Brian Stevens: 

Trouble at the Tractor Assembly Plant
HR Manager Brian Stevens has been working in a tractor-engine manufacturing plant in 
the Midwest. He recently received a promotion to plant manager at the company’s trac-
tor assembly plant and reports directly to the president of the company, Hans Wagner. 
Over the course of the narrative, Brian faces challenges across diferent teams and depart-
ments and is forced to make some tough decisions. In Chapter 7, Brian discovers one of 
the main problems in the tractor assembly plant: the team in the purchasing department 
is underperforming and he must work with the team to resolve the issue. In Chapter 8, 
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Brian faces an ethical dilemma when his boss, Hans Wagner, tries to convince Brian to 
accept his decision to make some unethical cost-cutting initiatives. In Chapter 9, Brian 
faces the challenge of creating innovative new machinery that will increase productivity. 
In Chapter 10, Brian must deal with some confict when new competitors threaten the 
plant’s new product and use some negotiation strategies in order to resolve the confict.

Chapters 11–13. The Case of Langston Burrows:  

Leadership Challenges 
Langston Burrows is a recent college graduate with a bachelor’s degree in business admin-
istration who has been ofered a place in the leadership development program (LDP) 
at a mid-sized regional bank. Langston sets out to determine his own leadership style. 
In Chapter 11, Langston begins a three-month rotational leadership position and gets 
to know the bank staf and experiment with diferent leadership styles. In Chapter 12, 
Langston learns about how diferent people wield power and infuence and endures 
the unfair political behavior of a more senior colleague. In Chapter 13, Langston must 
overcome some communication barriers in order to fnd a new role within the bank. 

Chapters 14–17. The Case of Yolande Turner: 

Pioneering Health Goes International
Pioneering Health is a small organization based outside Chicago and consisting of 300 
people. Headed by founder and CEO Yolande Turner, a former pharmaceutical-product 
line manager, the company sells disease management strategies to other health care pro-
viders, associations, and corporations that ofer health insurance. Tis OB Story follows 
Yolande as she takes the business international in an efort to break into new markets. 
Chapter 14 describes Pioneering Health and its organizational culture. In Chapter 15, 
Yolande and her senior team work out strategies to expand the business internationally, 
choosing Germany as a location. In Chapter 16, Yolande must implement some orga-
nizational changes and developments to improve the working relationships among staf 
members and overcome resistance to change. In Chapter 17, Yolande introduces a new 
organizational structure to meet the needs of the rapidly expanding Frankfurt ofce. 

END-OF-CHAPTER FEATURES 
In each chapter, we include traditional chapter review materials to help students check 
their comprehension and prepare for quizzes and exams. 

•• In Review, organized by learning objective, summarizes key chapter  
information

•• Tinking Critically About the Case challenges students to apply the fve-
step critical-thinking framework to the fctionalized chapter case. 

•• Short exercises and experiential exercises are designed to help students 
build valuable experience and increase their skills through decision-oriented 
and hands-on exercises. Notes on the instructor resources site include tips 
on how to best use the exercises in class as well as suggestions for adapting 
these experiential exercises to use in online or large classes. 

•• Self-assessments. Te assessments allow students to apply chapter content 
to their own lives and better understand their own behaviors, skills, and 
strengths. 
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•• Case studies profle real-world companies and people and illustrate how 
OB concepts function in the real world, providing students with engaging 
case examples and opportunities to apply OB concepts to the case studies. 

•• Self-Tests allow students to quickly check their knowledge of key  
chapter ideas. 

CONTENT AND ORGANIZATION
Each chapter is introduced by an OB model that provides students with a big picture 
overview of how all the chapters and parts ft together. 

Chapter 1, “Why Organizational Behavior Matters,” explains how and why OB 
has become signifcant in today’s organizations and describes the value of critical 
thinking in making thoughtful, efective decisions. 

Chapter 2, “Diversity and Individual Diferences,” explores the types of diversity 
and the importance of accepting and respecting individual personalities in order to 
create a harmonious workforce. 

Chapter 3, “Emotions, Attitudes, and Stress,” examines how emotions infuence 
our behavior and the behavior of those around us in the workplace; common work-
place attitudes and the relationship between attitudes and behaviors; and the difer-
ent ways in which stress can afect behavior in the workplace. 

Chapter 4, “Perception and Learning,” describes the ways in which we interpret 
our environment; the factors that can infuence and distort perception; and the dif-
ferent learning processes that shape our perceptions. 

Chapter 5, “Motivation: Concepts and Teoretical Perspectives,” introduces the 
theories of motivation and how they infuence behavior in the workforce. 

Chapter 6, “Motivation: Practices and Applications,” outlines the practical 
ways and strategies used by organizations to encourage motivation and empower 
employees. 

Chapter 7, “Teams,” emphasizes the critical role of teams and teamwork  
in today’s organizations; types of teams; and the components that make up an efec-
tive team. 

Chapter 8, “Decision Making and Ethics,” addresses the main types of decisions 
made in organizations; the factors that infuence how these decisions are made; and 
the various approaches to ethical decision-making. 

Chapter 9, “Creativity and Innovation,” highlights the types of creativity and 
innovation processes; their importance to organizations; and how they afect organ-
izational behavior. 

Chapter 10, “Confict and Negotiation,” describes the impact of confict on 
organizational behavior and the ways in which negotiation and bargaining can help 
resolve confict. 

Chapter 11, “Leadership Perspectives,” explains the different types of leaders 
through theories and perspectives and discusses cultural and gender issues in leadership. 

Chapter 12, “Infuence, Power, Politics,” discusses power and politics in the 
context of leadership, and describes the tactics and outcomes of diferent infuence 
tactics. 

Chapter 13, “Effective Communication,” provides an overview of the basic 
model of communication; the types of communication channels; and key barriers to 
efective communication. 

Chapter 14, “Organizational Culture,” explores the facets of organizational cul-
ture and how culture is shaped and molded in organizations. 
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Chapter 15, “Organizational Strategy,” describes the importance of efective strat-
egies in order to achieve organizational goals and explores strategies in the context of 
globalization and across cultures. 

Chapter 16, “Organizational Change and Development,” explains the change 
process; the reasons behind resistance to change; and how organizational develop-
ment is used to cope with internal and external changes. 

Chapter 17, “Organizational Structure, Design, and Technology,” focuses on the 
impact of organizational structure on behavior in organizations; how organizational 
design is connected to organizational behavior; and how technology is integrated 
into organizational structure and design. 

ANCILLARIES 
Personalized Learning Tools and Easy-to-Use Teaching Resources

Designed to enhance each student’s learning experience, SAGE edge is a robust 
online environment featuring carefully crafted tools and resources that encourage 
review, practice, and critical thinking to give students the edge they need to master 
course content.

SAGE edge for Instructors supports teaching with quality content, featuring:

•• Course management system integration that makes it easy for student 
test results to seamlessly fow into your gradebooks so you can track your 
students’ progress

•• Test banks built on Bloom’s Taxonomy to provide a diverse range of test 
items, which allow you to save time and ofer a pedagogically robust way to 
measure your students’ understanding of the material

•• Sample course syllabi with suggested models for structuring your course
•• Editable, chapter-specifc PowerPoint slides that ofer fexibility when cre-

ating multimedia lectures
•• EXCLUSIVE access to full-text SAGE journal articles to expose students 

to important research and scholarship tied to chapter concepts
•• Video and multimedia content that enhances student engagement and 

appeal to diferent learning styles
•• Lecture notes that summarize key concepts on a chapter-by-chapter basis 

to help you with preparation for lectures and class discussions
•• Sample answers to in-text questions that provide an essential reference
•• Additional critical-thinking challenges,  including suggested writing 

prompts and assignments
•• Lively and stimulating experiential exercises that can be used in class to 

reinforce active learning
•• Teaching notes for the cases to guide analysis
•• Ethical dilemmas for each chapter require students to respond to real-

world scenarios and decide what they would do in those situations 
•• Suggested flm clips showing OB in the movies that include analysis and 

critical-thinking questions
•• Web resources that provide further research and insights.
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SAGE edge for Students helps students accomplish their coursework goals in an 
easy-to-use, rich learning environment that ofers:

•• Mobile-friendly fashcards to strengthen understanding of key concepts 
•• Mobile-friendly practice quizzes to encourage self-guided assessment and 

practice 
•• Carefully selected video and multimedia content that enhance exploration 

of key topics
•• EXCLUSIVE access to full-text SAGE journal articles and other readings, 

which support and expand on chapter concepts 
•• Web resources that provide further research and insights
•• Learning objectives with summaries that reinforce the most important 

material
•• Online action plans that allow you to track your progress and enhance your 

learning experience

ENDNOTE
1.	 Kuncel, Nathan R., and Sarah A. Hezlett. “Fact and Fiction in Cognitive 

Ability Testing for Admissions and Hiring Decisions.” Current Directions in 
Psychological Science 19, no. 6 (December 2010): 339−345.
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WHAT IS ORGANIZATIONAL  
BEHAVIOR AND WHY IS IT IMPORTANT? 

1.1
 � Explain the basic concept of organizational behavior 

(OB) and its value in organizations

Today’s continually changing economic world needs managers who can understand, 
anticipate, and direct people in a fast-paced competitive market. In the past, organi-
zations focused on numbers and how to achieve those numbers without paying too 
much attention to motivating and understanding their staff. However, fast-paced orga-
nizations need the right people with the right skills to achieve success. This is why 
organizational behavior has taken on a new level of importance; people with organi-
zational behavior skills are now regarded as a valuable and essential commodity. In an 
environment in which competition is fiercer than ever, people will differentiate your 
business from anyone else’s. No matter what area of business you work in, people are 
the cornerstone of success. 

We define organizational behavior (OB) as a field of study focused on understand-
ing, explaining, and improving attitudes of individuals and groups in organizations.1 
An organization is a structured arrangement of people working together to accomplish 
specific goals. In short, OB focuses on figuring out how and why individual employ-
ees and groups of employees behave the way they do within an organizational setting. 
Researchers carry out studies in OB, and managers or consultants establish whether this 
research can be applied in a real-world organization. 

How will studying organizational behavior benefit you in the workplace? 
Understanding the ways people act and interact within organizations provides three 
key advantages:

1.	 You can explain behavior. You can explain why your boss, coworkers, or 
subordinates are doing what they are doing.

2.	 You can predict behavior. You can anticipate what your boss, cowork-
ers, or subordinates will do in certain circumstances and situations.

The success of your organization doesn’t depend on your 
understanding of economics, or organizational development, or 
marketing. It depends, quite simply, on your understanding of 

human psychology: how each individual employee connects with 
your company and how each individual employee  

connects with your customers.
——Curt Coffman and Gabriela Gonzalez-Molina, authors of  

Follow This Path: How the World’s Greatest Organizations Drive Growth  
by Unleashing Human Potential

Introduction

PART 1

1.1

1.2

LEARNING OBJECTIVES

By the end of this chapter, 
you will be able to: 

Explain the basic 
concept of organizational 
behavior (OB) and its 
value in organizations

Describe the key role of 
managing human capital 
in creating a sustainable 
competitive advantage 
for organizations

Identify the major 
behavioral science 
disciplines that 
contribute to OB

Demonstrate the value 
of critical thinking in 
the context of OB

Identify the major 
challenges and 
opportunities in 
the field of OB

Describe the importance 
of ethical behavior in 
global organizations 

Differentiate the 
three basic levels of 
analysis at which OB 
may be examined

Outline the benefits of 
positive OB and high-
involvement management

1.3

1.4

1.5

1.6

1.7

1.8
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3.	 You can influence behavior. You can shape the actions of your subordi-
nates, as well as your boss and coworkers in order to help them accom-
plish their goals and achieve organizational objectives.

Although explaining and predicting behavior are undoubtedly useful  
skills, influencing behavior is probably of the greatest interest to a practicing 
manager. Once you are equipped with knowledge about your employees’  
work behaviors, you can use it to optimize performance by providing effective 
direction and guidance. This explains why managing organizational behavior 
(i.e. focusing on the behavior and actions of employees and how they apply their 
knowledge and skills to achieve organizational objectives) is so important in 
today’s organizations. 

Let’s remind ourselves what a manager actually does in the workplace. Typically, 
managers carry out four main functions: planning, organizing, leading, and con-
trolling.2 (See Figure 1.1.)

In planning, a manager evaluates an organization’s current position and where 
it wants to be in the future, and sets goals, designs strategies, and identifies actions  
and resources needed to achieve success. Organizing means arranging resources 
such as people and functions to implement the strategy made during the plan-
ning stage. Managers ensure goals are achieved by leading teams and individuals 
effectively, which means motivating and communicating with people to achieve 
goals. The controlling function allows managers to monitor employee performance, 
ensure milestones are being reached, and take corrective or preventative action 
where necessary. 

Managers need to be equipped with specific skills to carry out their roles effec-
tively.3 First, they must have technical skills. A technical skill is an aptitude for per-
forming and applying specialized tasks.4 Today’s managers need to be proficient in 
using the latest technologies, including databases, spreadsheets, email, and social 
networking tools. 

Studying organizational behavior can 
help you to understand how and why 
individuals and groups interact.

Master the content.
edge.sagepub.com/neckob 
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Team Processes

•	 Ethics

•	 Decision Making

•	 Creativity and Innovation

•	 Confict and Negotiation 

Infuence Processes

•	 Leadership 

•	 Power and Politics 

•	 Communication 

Organizational Outcomes

•	 Individual Performance

•	 Job Satisfaction

•	 Team Performance

•	 Organizational Goals

Organizational Processes 

•	 Culture 

•	 Strategy 

•	 Change and Development 

•	 Structure and Technology 

Individual Processes 

•	 Individual Diferences

•	 Emotions and Attitudes 

•	 Perceptions and Learning

•	 Motivation 

THE BIG PICTURE:  
How OB Topics Fit Together

Technical skill: The aptitude to 
perform and apply specialized tasks
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Although technical skills are important, they can be learned on the job; to  
be really effective, managers need to possess human skills or the ability to relate to 
other people.5 People with effective human skills take the feelings of others into 
account and are adept at dealing with conflict. A key facet of human skills is emo-

tional intelligence (EI), which is an awareness of how your actions and emotions 
affect those around you and the ability to understand and empathize with the feelings 
of others.6 

Managers need to be technically proficient and know how to get along with peo-
ple, but what about dealing with the complexities of the organization itself? Managers 
also need conceptual skills in order to see the organization as a whole, visualize how it 
fits into its overall environment, and understand how each part relates to the others.7 
Conceptual skills help managers solve problems, identify opportunities and challenges, 
and think creatively when making decisions. 

Managers who embrace organizational behavior principles understand that the 
success of an organization lies with its people, and without people, there would be 
no companies, businesses, or industries. You may have a business that produces 
the highest-quality, most competitively priced product in the market or that prides 
itself on excellent customer service. However, if you don’t have the right people in 
place to manufacture, market, and sell your product and take care of your custom-
ers, the business will suffer. Similarly, if some of your coworkers lose motivation 
and provide lower levels of customer service, the company will lose business, and 
perhaps even its reputation. Either of these problems can bring about a decrease in 
profits, reduced employee wages and bonuses, staff layoffs, and in extreme cases, 
bankruptcy. 

How do managers achieve the best outcomes for their organizations? A strategic 

OB approach is based on the idea that people are the key to productivity, competitive 
edge, and financial success. This means that managers must place a high value on 
human capital, which is the sum of people’s skills, knowledge, experience, and general 
attributes.8 Let’s take a closer look at where human capital fits into organizations, and 
how it is managed.

ORGANIZINGPLANNING

LEADINGCONTROLLING

FIGURE 1.1  The Four Functions of Managers
SOURCE: http://2012books.lardbucket.org/books/management-principles-v1.1/s19-the-essentials-of-
control.html.

Organizational behavior: A field 
of study focused on understanding, 
explaining, and improving attitudes 
of individuals and groups in 
organizations

Organization: A structured 
arrangement of people working 
together to accomplish specific goals

Human skills: The ability to relate to 
other people

Emotional intelligence: The ability 
to understand emotions in oneself 
and others in order to effectively 
manage one’s own behaviors and 
relationships with others 

Conceptual skill: The capacity to 
see the organization as a whole and 
understand how each part relates 
to each other and how it fits into its 
overall environment

Strategic OB approach: The 
idea that people are the key to 
productivity, competitive edge, and 
financial success

Human capital: People’s skills, 
knowledge, experience, and general 
attributes

What Do We Teach in OB?
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   THINKING CRITICALLY 

1.	 OB helps managers explain, predict, and influence behavior in the 
workplace. Identify the types of behavior you are most interested 
in explaining, understanding, and predicting in the workplace. 

2.	 Of the four main functions managers fulfill (planning, organizing, 
leading, and controlling), which do you think is most likely to be 
enhanced by an understanding of organizational behavior? Why?

3.	 Managers need technical, human, and conceptual skills in order to  
succeed. Which of these skills are least likely to be learned on the job?  
Explain your position. 

4.	 Compare the book’s argument that the success of an organization lies 
with its people with the argument that every employee is replaceable and 
expendable. Which argument do you consider more compelling? Why?

MANAGING HUMAN CAPITAL
1.2

 � Describe the key role of managing human capital in creating 
a sustainable competitive advantage for organizations

Organizations have two kinds of resources: tangible and intangible. Physical assets 
such as equipment, property, and inventory are examples of tangible resources. 
Intangible resources include an organization’s reputation and culture, its relationships 
with customers, and the trust between managers and coworkers. Although it is diffi-
cult to measure intangible resources because of their subtle nature, they remain crucial 
for organizations competing in a global economy. 

Human capital falls into the category of critical intangible resources. Today’s man-
agers focus on enriching their human capital by nurturing and enhancing their employ-
ees’ knowledge and skills. The possibilities of building on human capital are endless—
empowered, satisfied, knowledgeable employees can achieve so much for the organiza-
tion and its customers. Human capital is essential for gaining competitive advantage, 
the edge that gives organizations a more beneficial position than their competitors and 
allows them to generate more profits and retain more customers.9 (See Figure 1.2.) 
Three main aspects of human capital enhance true competitive advantage: value, rare-
ness, and inimitability.10

Value
Employees can add value in many different ways, but there is a difference between 
merely fulfilling the requirements of your job and working with an eye on company 

FIGURE 1.2  How Human Capital Enhances Competitive Advantage

Human
Capital

Value

Rareness

Inimitability

Competitive
Advantage

Competitive advantage: The 
edge that gives organizations a 
more beneficial position than their 
competitors and allows them to 
generate more profits and retain 
more customers

Human Capital and Change
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strategy. Human capital value accumulates when employees work toward the strategic 
goals of an organization to achieve competitive advantage. Although it is essential that 
employees have the skills and the abilities to execute a company strategy, they must also 
have a genuine willingness to contribute to the performance and success of an organi-
zation. Therefore, it is critical that managers make every effort to continuously nurture 
their high-performing employees, because regardless of labor market conditions, out-
standing employees are always in short supply.

Rareness
Not everyone has the right skillset to further the progress of an organization. Human 

capital rareness is the level of exceptional skills and talents employees possess in an 
industry. For example, you may be an excellent computer programmer with an out-
standing eye for detail, or you could have a gift for dealing with customer complaints 
and creating resolutions to resolve dilemmas. These are rare skills that employees may 
bring with them into an organization, but they can also be learned given the right train-
ing and encouragement.

Inimitability
Employees may be able to add real value and possess rare and important skills, but 
these attributes must be inimitable (i.e., unique and difficult to copy or replicate) for 
an organization to achieve success. Human capital inimitability is the degree to which 
the skills and talents of employees can be emulated by other organizations. The higher 
the level of inimitability, the more competitive an organization will be. For example,  
what’s to prevent an excellent computer programmer from going to a competitor that 
offers the same services and opportunities? Successful organizations ensure that their 
talented employees possess skills and talents that are difficult to imitate. This means 
employees have a degree of tacit knowledge: they have a feel or an instinct for a method 
or a process but can’t easily articulate it; they just know it is right. An organization’s cul-
ture or values are also difficult to imitate and often determine why employees choose to 
work for one company over another that offers similar produces and services. Usually, 
this comes down to the organization’s shared values, attitudes, and type of culture. 

Take a look at how former Human Resources (HR) Director Meredith Soleau man-
aged human capital at Ed Schmidt Auto, a car dealership in Ohio, to address high 
turnover within the company, in the OB in the Real World feature.

   THINKING CRITICALLY 

1.	 Compare the relative importance of tangible and intangible 
resources. Can an organization succeed without adequate 
resourcing in both areas? Why or why not? [Apply]

2.	 Explain in your own words how value, rareness, and inimitability in human 
capital contribute to an organization’s competitive advantage. [Understand]

BEHAVIORAL SCIENCE  
DISCIPLINES THAT CONTRIBUTE TO OB 

1.3
  Identify the major behavioral science disciplines that contribute to OB

In the early days of management theory, studies focused on how workers could  
perform manual labor more efficiently (on a factory assembly line, for example), and how 
physical working conditions could be improved for better employee performance. There 

Human capital value: The way 
employees work toward the strategic 
goals of an organization to achieve 
competitive advantage 

Human capital rareness: The 
skills and talents of an organization’s 
people that are unique in the industry

Human capital inimitability: The 
degree to which the skills and talents 
of employees can be emulated by 
other organizations

Managing Human Capital
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In volume and growth, 

Ed Schmidt Auto is 

one of the leading car 

dealerships in north-

west Ohio. It has been in 

business since 1937 and 

currently has nearly  

200 employees. When 

Meredith started work-

ing in the human 

resources (HR) department in 2006, her biggest concern 

was the high employee turnover, which had reached a rate 

of 66 percent annually. 

Not only was high turnover costing the company a lot 

of money in recruiting and training, but it was affecting the 

experience their customers were having. “In order to keep 

customers happy we needed to have the best employees 

working for us and we needed to treat them well. We wer-

en’t hiring the best people. That was our first mistake.” 

Meredith quickly changed the company’s recruiting 

practices. Many car dealerships hire a high percentage of 

employees who don’t have a college education, but CEO 

Ed Schmidt started recruiting from community colleges 

and local universities. This change increased the caliber of 

employees coming in the door and resulted in a high num-

ber of employees who viewed their time at the company 

as a career rather than just another job. This change in 

employee attitude allowed managers to focus more of 

their time on helping outstanding employees move up the 

ladder and contributed to the development of a strong 

company culture. Leadership has taken full advantage of 

this opportunity by continuously soliciting feedback from 

employees, managers, and customers about ways they 

can make their organization even stronger. 

“It’s important for leaders to know when someone is 

struggling and, more importantly, why they are struggling. 

It’s equally important to know when someone is happy 

and why they are happy. This information helps drive pos-

itive changes within an organization.” 

At Ed Schmidt Auto, management works hard to 

engage employees from all over the company in projects 

that employees are passionate about. “We realized that 

we have a lot of employees who love to write, so we 

started a blog and let any interested employee contribute 

to it. There is an employee who loves Pinterest so we’ve 

made her our Pinterest employee.” 

A few years ago the company discovered that one of its 

service technicians “souped-up” Volkswagens in his spare 

time. Leadership, including HR, called him into the office 

for a meeting. 

He thought he was going to get in trouble for 

doing side-work and was shocked when we asked 

him if he wanted to help us create a completely 

new performance division within Ed Schmidt 

Auto. We knew that if we offered our customers 

the ability to have their cars “souped up” we’d be 

able to increase sales of our specialty car parts. 

Since Joe loved doing this kind of work, the new 

division just made sense. Today, sales of our spe-

cialty car parts and accessories are booming, Joe 

is happy, and our customers can’t stop talking 

about their fast and furious cars. 

When you know what makes your employees tick, 

you can find all kinds of projects for them to work 

on within your business. People love working here 

because they know that when they have an idea 

they can tell their manager, and their manager will 

say, “Cool, we can do this together.” 

Today, the turnover rate at Ed Schmidt Auto has 

dropped from 66 percent to 8 percent. Meredith has attrib-

uted the decline to the company’s strong new focus on the 

type of people hired, the way managers interact with their 

employees, and the CEO’s dedication to understanding the 

needs of everyone on the team. 

Critical-Thinking Questions

1.	 What aspect(s) of human capital did Ed Schmidt Auto 
capitalize on to reduce turnover?

2.	 What else could Ed Schmidt have done to influence 
employee turnover behavior? 

SOURCE: Interview with Meredith Soleau, May 15, 2013.

Meredith is currently founder and CEO of online digital marketing 
and recruitment agency, 424 Degrees. 

MEREDITH SOLEAU,  
Former human resources director, Ed Schmidt Auto

OB in the Real World
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was little focus on the human element (i.e. how individual characteristics, communication, 
and interpersonal relationships effect organizations.). Over the past one hundred years, 
however, researchers have carried out a host of studies on the practice and application of 
OB, taking full advantage of its strong links to five main behavioral science disciplines: psy-
chology, sociology, social psychology, political science, and anthropology (see Figure 1.3).

Psychology: The scientific study 
of the human mind that seeks to 
measure and explain behavioral 
characteristics 

Sociology: The study of the 
behavior of groups and how they 
relate to each other in a social 
setting

Social psychology: The social 
science that blends concepts from 
sociology and psychology and 
focuses on how people influence 
each other in a social setting 

Political science: The study of the 
behavior of individuals and groups 
within a political environment

Psychology Social
Psychology

Political Science

Anthropology

Sociology

FIGURE 1.3  Disciplines Contributing to the Field of Organizational Behavior

Psychology
Psychology is the scientific study of the human mind that seeks to measure and explain 
behavioral characteristics. Early organizational psychological research and theory focused on 
the factors affecting work performance and efficiency, such as lethargy and boredom. More 
recently, psychologists have focused on the mental health and well-being of employees in 
relationship to their work performance and created methods to help employees deal with 
challenges such as job stress. Psychologists have also helped design performance appraisals, 
decision-making processes, recruitment techniques, and training programs. 

Sociology
While psychology focuses on the individual, sociology looks at the way groups behave 
and they communicate and exchange information in a social setting. Sociologists have 
made valuable contributions to OB within areas such as group dynamics, communica-
tion, power, organizational culture, and conflict. 

Social Psychology
Social psychology mixes concepts from sociology and psychology and focuses on 
the way people influence each other in a social setting. Social psychologists look at 
behaviors, feelings, actions, beliefs, and intentions and how they are constructed and 
influenced by others. They have made significant contributions to reducing the level 
of prejudice, discrimination, and stereotyping by designing processes to change atti-
tudes, build communication, and improve the way groups work together.

Political Science 
Political science studies the behavior of individuals and groups within a political 
environment. Political scientists focus particularly on how conflict is managed and 

Differences Among Social 
Science Disciplines




