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PREFACE

Organizational Behavior: Integrating Individuals, Groups, and Organizations,
fourth edition, concisely presents essential theories about organizational behavior
and concepts for managing in the twenty-first century. This book is a product
of more than 37 years of teaching organizational behavior at the undergraduate,
graduate, and executive levels. The goal of this book is to show the power of
organizational behavior theories and concepts and to help people understand
their behavior and the behavior of others in an organization.

This book helps the reader to quickly comprehend essential organizational
behavior theories and concepts. Although it is firmly grounded in behavioral
science theory and research, it is not a compendium of research findings. I have
carefully selected topics and built them into frameworks that are useful for
explaining, analyzing, and diagnosing organizational processes.

Organizational Behavior includes topics that apply to issues or problems that
people face in organizations and topics that are essential background for the
discussions that follow (perception, attitudes, and personality, for example). Each
chapter develops its content and shows the reader its application through many
examples.

I designed this book for upper-division undergraduate courses and introductory
graduate courses in organizational behavior. It is also appropriate for internal
training programs in corporations and government. The descriptions of behavioral
science theory and research will help both nonmanagers and managers. For
nonmanagers, the book offers insights into personal behavior and the behavior of
others that should help a person perform effectively in an organization. For readers
who are managers or will become managers, Organizational Behavior offers
insight into managerial situations. The discussion of motivation, for example,
explains both what motivates a person to behave in certain ways and how managers
can affect the behavior of people by using guidelines from motivation theory.

The book combines macro and micro perspectives, because | believe the
combined perspectives are essential to understanding organizations and their
management. Treating behavioral processes with little reference to organizational
design assumes that people behave independently of the organized forms within
which they behave. This book describes the relationships between aspects of
organizational design and the specific behavioral process under discussion.
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NEW TO THE FOURTH EDITION

The fourth edition includes the following new features and material:

B “Take Five: OB Alive” describes films with scenes that provide rich and
intriguing contexts for related concepts discussed in the chapter.

B  Chapter 1, “Introduction and Historical Background,” has a new section
discussing Adam Smith’s observations on the division of labor.

B Chapter 2, “The Context of Modern Organizations (Diversity, Quality,
Technology, International)” has updated workforce diversity statistics from
the Bureau of Labor Statistics. It also has an added discussion in the
technology section on social networking sites such as Facebook.

B Chapter 10, “Groups and Intergroup Processes,” has a new organization that
lets you easily follow the presentation and discussion. It also has an updated
discussion of virtual groups and self-managing teams.

B Chapter 12, “Leadership and Management,” has a new section on
leader—member exchange (LMX) theory under “Alternative Views of
Leadership.” I also updated and expanded the discussion of research results
from the Global Leadership and Organizational Behavior Effectiveness
Research Program (GLOBE).

B All chapters are fully updated with current research results and references.

DISTINCTIVE FEATURES

Organizational Behavior has many distinctive features. The organization of the
book is based on five parts. The first part has four chapters, which describe the
context of modern organizational behavior and management. The next three parts
follow the widely accepted individual, group, and organizational perspectives.
The last part looks at organizational design and organizational change.

I have built an integrated perspective of organizations by linking related
theories and concepts, both within chapters and in the chapter sequencing.
Discussions also show how the theories and concepts apply to individuals, groups,
and organizational processes. The result is a set of useful insights about
organizational behavior and management that will serve people well in their careers.

Several student resources distinguish this text. Each is designed to enhance
learning while reading and studying chapter content. These interactive student
resources use multimedia to help students apply the theories and concepts in
each chapter. The resources include “Take Five: OB Alive” film scenes and the
Companion Site, which has extensive online content. These resources can be
accessed through the Companion Site at http://cw.routledge.com/textbooks/
champoux.

“Take Five: OB Alive” describes a film with scenes that highlight selected
concepts discussed in the chapter. Each chapter’s scene gives readers a powerful
visual anchor that makes organizational behavior concepts truly accessible.
Students are encouraged to make notes about what they see, guided by the
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questions provided. Your instructor has the detailed analysis of the film scene
that ties it closely to chapter content. You can view the scenes as often as you
wish, making the film scenes a useful study and review resource.

The Companion Site has extensive online material that enhances student
learning and comprehension of this book’s content. This online content includes
detailed chapter outlines, PowerPoint slides (instructors only), online quizzes,
a glossary of terms, and much more.

An “International Aspects” section in each chapter describes the cross-
cultural aspects of the chapter’s content and examines the special international
issues it raises. For example, this section in Chapter 16, “Stress in Organizations,”
describes the stressors that expatriates and repatriates experience during their
international transitions.

An “Ethical Issues” section in each chapter addresses the ethical issues raised
by the chapter’s topics. Analyses in these sections build upon the ethical theory
background presented in Chapter 3, “Ethics and Behavior in Organizations.”
They also deal with cross-cultural ethical issues as appropriate. This section in
Chapter 6, “Organizational Socialization,” closely examines the ethical issues
surrounding an organization’s socialization efforts, especially deliberate efforts
to shape a person’s behavior.

The “References and Notes” section at the end of each chapter has all
citations and some explanatory notes. Readers can view this section as a rich
resource for library research about a topic, especially for a course paper or term
project. The citations often have more detailed discussion of topics than the text.

ORGANIZATION OF THE BOOK

Part 1 has four chapters that describe the context of modern organizations:

B Chapter 1, “Introduction and Historical Background,” outlines the book’s
goals and how it presents material. It describes organizations, the roles they
play in our lives, and how theories and concepts offer different perspectives
on organizations. The opening chapter develops functional analysis, because
it is used throughout the book as an analytical tool. A “Historical
Foundations” section looks at the major predecessors of modern thinking.

B Chapter 2, “The Context of Modern Organizations (Diversity, Quality,
Technology, International),” discusses several issues that form the context of
modern management: workforce diversity, quality management, technology,
and international issues. The first two topics receive detailed treatment,
providing a full understanding of the issues. Other chapters weave in these
issues as appropriate. [ treat emerging and predicted future technologies in a
separate section that examines the behavioral and management issues of
modern technology. The international section offers a useful framework for
thinking about cross-cultural aspects of organizational behavior.

B Chapter 3, “Ethics and Behavior in Organizations,” provides detailed
treatment of ethics and behavior in organizations. Several ethicists reviewed
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this chapter for accuracy. This chapter comes early in the book to emphasize
the importance of ethics and behavior in organizations and to point the reader
squarely at the issue of building an ethical culture in an organization. Each
chapter after Chapter 3 has a separate section that discusses the ethical
implications of the chapter’s topics. Those sections apply many ideas
developed in Chapter 3.

Chapter 4, “Organizational Culture,” describes organizational culture. Part 1
includes this discussion because of its intimate connection with the issues
described in Chapter 2, the emphasis on ethical values in Chapter 3, and the
strong context it presents for behavior in organizations. The chapter describes
the major elements of organizational culture, and how managers create,
maintain, and change organizational cultures.

Part 2 focuses on individual processes in organizations:

Chapter 5, “Perception, Attitudes, and Personality,” gives a basic
background used in later chapters. It includes a discussion of attribution
processes, attitude formation and change, and personality development. The
discussion of personality development includes the potentially controversial
views of the biological bases of personality. It also includes a discussion of
the role of emotions in human personality and behavior.

Chapter 6, “Organizational Socialization,” describes organizational
socialization processes and is closely linked to the earlier organizational
culture chapter. This chapter’s purpose is to inform the reader of what to
expect when first considering an organization from an employee’s perspective
and the dynamics of the socialization process over time. The chapter also
describes some limited aspects of careers, because different aspects of
socialization are experienced as one’s career unfolds.

Chapter 7, “Motivation: Need Theories,” Chapter 8, “Motivation: Cognitive
and Behavioral Theories and Techniques,” and Chapter 9, “Intrinsic
Rewards and Job Design,” develop material dealing with motivation,
rewards, and job design. The chapters describe need theories, cognitive and
behavioral theories, and job design theory. These chapters let a reader do
an analysis and diagnosis of motivational problems.

Part 3 presents material dealing with various aspects of group and interpersonal
processes in organizations:

Chapter 10, “Groups and Intergroup Processes,” the first chapter of this part,
describes groups and intergroup processes in organizations. The chapter
focuses on the role of informal groups in organizations, their functions and
dysfunctions, why cohesive groups form, and the stages of group development.
Chapter 11, “Conflict in Organizations,” describes conflict in organizations
and conflict management. Conflict management includes both reducing and
increasing conflict. This chapter includes some discussion of the role of
groups in conflict.
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Chapter 12, “Leadership and Management,” describes various approaches
to leadership research and outlines the conclusions drawn from that research.
The chapter discusses current thinking about trait, behavioral, and
contingency approaches to leadership, followed by descriptions of some
alternative leadership views. One view is the leadership mystique; another
is transformational leadership; a third is charismatic leadership; a fourth is
leader—-member exchange (LMX) theory. The chapter contrasts leadership
and management and shows the difference between the two concepts.

Part 4 has four chapters focusing on several organization processes:
communication, decision making, power, political behavior, and stress:

Chapter 13, “Communication Processes,” discusses communication
processes in organizations. The chapter first presents a model of the basic
communication process. It describes verbal and nonverbal communication,
active listening, ways of improving communication effectiveness, and
communication networks. A distinctive feature of this chapter is a discussion
of technology’s effects on communication and how technology will change
people’s interactions.

Chapter 14, “Decision-Making and Problem-Solving Processes,” begins
with a discussion of decision-making processes in organizations. The chapter
then moves to a discussion of different decision-making models. It contrasts
individual and group decision making, the advantages and disadvantages
of each, and the Vroom—Yetton decision process model.

Chapter 15, “Power and Political Behavior,” discusses both power and
organizational politics. This chapter fully develops the concept of power
and its many facets and bases. The chapter then moves to ways of building
power and power attributions. It includes a discussion of political strategies,
political tactics, and how to do a political diagnosis. It also examines the
dark side of organizational politics—deception, lying, and intimidation.
Chapter 16, “Stress in Organizations,” covers types of stressors, incremental
and cumulative effects of stress, and ways of managing stress. Descriptions
of the various nonwork sources of stress and how these stressors interact
with work stressors are the chapter’s unusual features. Other sections
describe stress diagnosis and stress management strategies.

Part 5 has two chapters, which examine organizational design and organizational
change:

Chapter 17, “Organizational Design,” describes the contingency factors of
organizational design (environment, technology, strategy, and size). It
follows with a discussion of the configuration view of organizational design,
which includes two configuration typologies: (1) mechanistic and organic
organizations; and (2) the four-part typology of defender, prospector,
analyzer, and reactor. The chapter then discusses several alternative
organizational forms (functional, division, hybrid, and matrix). The chapter
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also includes descriptions of some evolving forms of organizational design:
self-managing teams, a process view of organizational design, and the
virtual organization.

B Chapter 18, “Organizational Change and Development,” discusses why
organizations must change, how managers cause planned change, and
resistance to change. It includes a discussion of several organizational
development interventions.

SUPPLEMENTS

All supplementary material is available on the Companion Site at
http://cw.routledge.com/textbooks/champoux.

Instructor’s Manual

I have prepared an Instructor’s Manual to accompany the text. This manual has
the following special features:

B Chapter outlines: Three- and four-level detailed chapter outlines.

B Teaching tips: Descriptions of how to use the chapter material for teaching
college students, for corporate training, and for government training. This
section often has current research observations not included in the text.

B Personal and management implications: Discussion of the chapter’s
implications for individuals and managers.

B Take Five: OB Alive: Analysis of the film scene chosen for each chapter,
with suggestions on how to integrate the scene into classroom activities.

B Answers to review and discussion questions: Detailed answers to all
discussion questions, including ways to probe and direct class discussion.

B Additional chapter material: These materials are theories and concepts that
I could not include in the textbook because of space limitations.

B Instructional television applications: Observations on ways to make the
chapter material effective when teaching by television.

Respondus 4.0 Test Bank

The Respondus 4.0 Test Bank has almost 2,800 questions. It includes multiple-
choice, true—false, and completion questions for each chapter. Respondus is an
easy-to-use test-generating computer program. It lets instructors quickly create
printed tests and online tests, and import them into online courses. Instructors
can enter their own questions, using the software provided, and customize the
appearance of their tests. The “Exam Wizard” lets test generators use an existing
bank of questions to create a test in minutes, using a step-by-step program.

PowerPoint Slides

A complete set of PowerPoint slides supports each chapter and acts as a
guide to chapter content. The slides include many chapter figures,
additional figures, and text slides. The slides are available to instructors on the
Companion Site.
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Instructor’s Ancillaries

Key instructor ancillaries (Instructor’s Manual, Respondus Test Bank, the
Companion Site, and PowerPoint slides) give instructors the vital tool for
customizing lectures and presentations. These are available in the instructor
section of the Companion Site.

The Companion Site

The Companion Site (http://cw.routledge.com/textbooks/champoux) is a student’s
guide to studying and developing a better understanding of what you are learning
from this textbook. It is a content-rich, Web-based teaching and learning aid that
reinforces and clarifies complex concepts. You have access to summary materials
to complement the text chapters, outlines, a glossary of terms, and more.

AVOIDING SEXIST LANGUAGE

I am sensitive to the need to avoid sexist language, particularly in a textbook.
I chose to use a single gender throughout a chapter but to alternate female and
male gender from one chapter to another. My daughter Nicole chose the male
gender for Chapter 1 based on a coin flip. All even-numbered chapters use the
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of organizations adds still another dimension of diversity, opportunity, and
problems. Today’s managers can no longer assume their markets and competitors
are only within their home country’s boundary.

Much behavior and many decisions in organizations involve ethical issues.
Chapter 3, “Ethics and Behavior in Organizations,” examines ethics and ethical
behavior in detail. The chapter first considers the social responsibility of modern
organizations and then compares ethical and unethical behavior in organizations.
It next describes the sources of ethics for both societies and individuals and
reviews several theories of ethics. Finally, the chapter addresses how managers
can promote ethical behavior and considers the implications the increasingly
global environment of organizations has on ethical behavior.

Chapter 4, “Organizational Culture,” describes many aspects of organizational
culture and its effects on organization members. The chapter offers several ways
of viewing organizational cultures. It describes the functions and dysfunctions
of cultures, explains how to diagnose an organization’s culture, and discusses
the relationship between an organization’s culture and its performance. The
chapter discusses some international aspects of organizational culture and several
ethical issues.



Chapter 1

INTRODUCTION AND
HISTORICAL
BACKGROUND

After reading this chapter, you should be able to

B Describe the concept of an organization.

B Distinguish between organizational behavior and organizational
theory.

B Explain the role of theory and concepts in analyzing behavioral issues
and problems.

B Analyze the consequences of behavior in organizations.

B Discuss the historical foundations of modern organizational behavior and
management.
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Modern organizations face simultaneous pressures
for change and stability. Many organization members
view these opposing pressures as paradoxical and
difficult to understand.! Successful organizations
constantly evolve and thrive on change. Managers
and nonmanagers in this system must repeatedly
innovate to stay competitive.> Many employees find
these systems exhilarating. Others view them as a
source of stress.

Organizations extensively use technology for
many organizational processes and interactions. A
company’s intranet helps manage internal interactions
wherever they occur in the world. Organizations use
the Internet to manage external interactions with
suppliers, customers, and partners. Such technologies
help managers sustain the global focus needed for
success. Many employees telecommute, working from
their homes or other locations using computer
technology.’

Technology also changes many aspects of
organizational form and function. Electronic groups
saw extensive development in the 1980s and 1990s.
Group members interact over a network using group-
support technology. Group members can be
anywhere: in the same room or across the globe.*

An emerging organization form called the virtual
organization has become increasingly common.
These networks of organizations and individuals
coordinate their activities electronically. They can
span the globe and feature diverse cultures, yet they
stay focused on specific goals.’

I Chapter Overview

What Is an Organization?

Organizational Behavior and
Organizational Theory

Theories and Concepts
Theory
Theories and Concepts as Lenses

Functional Analysis

Historical Foundations
Division of Labor: Adam Smith (1776)
Scientific Management: Frederick
W. Taylor (1911)
Toward a Theory of Administration:
Henri Fayol (1919)
Bureaucracy: Max Weber (1922)
Mary Parker Follett’'s Observations
on Organizations and Management
(1925)
The Functions of the Executive:
Chester I. Barnard (1938)
The Hawthorne Studies (1939)
Theory X and Theory Y: Douglas
McGregor (1960)
Management Guru: Peter F. Drucker
(1995)

Strategic changes have become the norm.® This is the area that will see the

greatest pressure for stability and change. Pressure for stability comes from
managers who believe they have a successful strategy. Pressure for change comes
from managers who believe a new strategy is essential. Electronic business
(e-commerce) is a source of continuing pressure. The strategic decisions focus
on whether to have traditional outlets for products and services (bricks and
mortar) or electronic outlets over the Internet (or both).

Welcome to the modern organizational world! You possibly have experienced
much of what this introduction described. If you have not, there is a high
probability that you will in the future. This book discusses all the topics
mentioned and gives you well-grounded information to let you function
successfully in this modern environment.

This chapter starts with the definitions of some basic concepts that underlie
all other chapters. It then summarizes some historical foundation writings that
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are enduring classical observations on organizations and management. These
observations, made many years ago, apply to many issues about modern
organizations.’

WHAT IS AN ORGANIZATION?

An organization is a system of two or more persons, engaged in cooperative
action, trying to reach a purpose.® Organizations are bounded systems of
structured social interaction featuring authority relations, communication
systems, and the use of incentives. They usually have a hierarchical form,
whether steep or shallow. Organizations have formal legal status and are
recognized by state and federal governments. Examples of organizations include
businesses, hospitals, colleges, retail stores, and prisons.’

We are all part of organizations. You are part of an organization at your college
or university. In your daily activities, you move from one organization to
another. You might shop at a store, deal with a government agency, or go to
work. Understanding organizations and their management can give you
significant insights into systems that have major effects on you.

Consider for a moment the various classes in which you are now enrolled.
Each class has a different professor, often different students, and a different
structure. The relationship between professor and students differs from one class
to the next. Each class exposes you to a different organization, a different
structure, and a different culture.

Reflect on your reactions to your classes. You enjoy some classes more than
others. You are pleased or annoyed by some aspects of the way professors
manage their classes. The task of this book is to develop an understanding of
such phenomena in organizations.

ORGANIZATIONAL BEHAVIOR AND
ORGANIZATIONAL THEORY

Organizational behavior and organizational theory are two disciplines within
the social and behavioral sciences that specialize in studying organizations.'?
The term organizational behavior is a little misleading, because it actually refers
to the behavior of people in organizations—organizations themselves do not
behave. Organizational behavior focuses on the behavior, attitudes, and
performance of people in organizations. Organizational theory focuses on the
design and structure of organizations.

As Figure 1.1 shows, several social and behavioral science disciplines
contribute to both organizational behavior and organizational theory. The
discipline of organizational behavior draws on theory and concepts from various
branches of psychology, anthropology, political science, and the sociology of
work. From the psychological disciplines comes information about human
psychological processes that can affect behavior in an organization. For example,
psychology has contributed vast knowledge about human motivation. It tells
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how a system of rewards affects a

Social
person’s behavior and performance
General . -
.

in an organization.

Anthropology, political science, g
and the sociology of work offer
other perspectives, theories, and Oriaer;i;vait(i)?nal
concepts about organizational
behavior. Anthropology emphasizes

the importance of culture in human - 1 . Aoty A sgciok,gy
ociology Y : e
systems, It alSO offers some of work - ; of organizations
Political Anthropology
science

Industrial
Psychology

Ve

Organizational
theory

analytical tools for studying
behavior in organizations, one of
which this chapter introduces
later. Political science forms part
of the base for studying political
behavior in organizations. The sociology of work emphasizes social status
and social relationships in the work setting.

The discipline of organizational theory strives to understand the existing design
of an organization, ways to decide its redesign, and alternate forms of
organizational design. Sociology offers theories and concepts about social
systems and relationships in them. The sociology of organizations, the core of
organizational theory, is a specialized part of sociology that focuses on
organizations as social systems. Anthropology’s theories and concepts about
entire societies also contribute to organizational theory.

Figure 1.1 links organizational behavior to organizational theory by a solid
line to show that neither area of study can ignore the other. Because behavior
happens within a specific organizational design, you need to understand the
perspectives of organizational theory. Similarly, human beings design
organizations and are embedded in a behavioral system that can strongly affect
their behavior.

Both areas of organizational study are important, although this book mainly
discusses topics from organizational behavior, such as organizational culture,
socialization processes, motivation, and group dynamics. Chapter 17,
“Organizational Design,” draws its content from organizational theory. That
chapter also links its observations to organizational behavior.

Figure 1.1: Organizational Behavior and Organizational Theory

THEORIES AND CONCEPTS

Each chapter describes theories and the concepts derived from those theories.
Each theory uses concepts to explain parts of the phenomena to which the theory
applies.!! Think of the concepts as tools, a notion that emphasizes their use in
understanding behavior in organizations. As the book unfolds, you will develop
a large collection of theories and concepts. You will learn to use those tools
analytically to look at and solve organizational problems.
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Theory

The word theory has many meanings and connotations, not all of which are
positive. People often describe theory as abstract, boring, and not associated
with the real world. This book has a positive view of theory. As the late Kurt
Lewin, a noted social psychologist, said many years ago, “Nothing is as practical
as a good theory,”'? a view with which this book agrees. A simple working
definition is: “a theory is a plausible explanation of a phenomenon.”'* Theory
also describes relationships among its concepts. Of course, some theories are
stronger and better developed than others. This book describes each theory in
detail so that you can judge how useful it is in understanding behavior in
organizations.

Theories and Concepts as Lenses

Scientists have long recognized that theories from different scientific disciplines
give different views of problems, issues, and questions. Different theoretical
perspectives help scientists derive multiple answers to a single question.'*
Similarly, using theories and concepts lets you bring different views to the same
organizational issue, problem, or question.'?

Scientists use theories and concepts in much the same way that photographers
use zoom lenses or lenses of different focal lengths. A normal lens has an angle
of view about the same as human vision. A wide-angle lens gives a broad view
of a scene. A telephoto lens lets a photographer isolate the part of a scene on
which he wants to concentrate. Photographers often start with an overview of
a scene. They then move in and out with a zoom lens or lenses of different focal
lengths depending on what they want to emphasize. You can do the same with
theories and concepts.

Figure 1.2 shows the relationship between theories and concepts and how they
can act as camera lenses. Let us assume that you are interested in understanding
why someone is not doing a job as well as he could. As later chapters explain,
motivation is an important element in job performance (the broad view of the
scene). Two theories of motivation are expectancy theory and equity theory.
You might choose either theory to help you understand the performance problem.

Theories and concepts Lenses
Wide-angle
Motivation theories lens
Broad,
| [ | overall view
Expectancy Equity
theory theory
| | Telephoto lens
; More refined
Expectancy Valence Inputs Outputs Comparison and
to other . .
limited view

Figure 1.2: Theories and Concepts as Lenses
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Expectancy theory can help narrow the view of the scene with its concepts
of expectancy and valence. Expectancy is a person’s belief that performance
leads to an expected outcome. Valence is the preference people have among
outcomes.'® These concepts act as telephoto lenses. Applying each concept to
the performance problem focuses your attention on limited parts of the problem.
Expectancy focuses on a person’s performance—outcome belief, and valence
focuses on a person’s preference among outcomes.

Just as a skilled photographer switches lenses or uses a zoom lens to view a
scene from several perspectives, you will learn to use concepts to view behavioral
phenomena in organizations from many perspectives. A skilled manager knows
the concepts and moves quickly from one to another to analyze and solve
problems in an organization.

FUNCTIONAL ANALYSIS

Theories and concepts explain behavioral phenomena from the perspective of
the theory’s author and the intended results. Unintended consequences often
occur with, or instead of, the intended consequences. You will find it useful to
examine theoretical concepts according to both what is supposed to happen and
what might occur unintentionally.

You can examine the consequences of behavior with functional analysis, an
analytical tool borrowed from anthropology.'” When anthropologists study a
society, they divide their behavioral observations into two groups. First, they decide
whether the consequences of behavior are manifest or latent. Then they determine
whether the consequences are functional or dysfunctional for the society.

Manifest consequences are the intended results of the actions of an individual.
Latent consequences are unintended results, often of the same behavior. Latent
consequences can occur, but the person does not intend that they should happen.
For example, an organization might specify quantity targets for production
(manifest consequence), and workers meet the target by accepting poor-quality
output (latent consequence).

Functional consequences are results of behavior that are good for the
organization and help its adjustment and adaptation. Such results contribute to
the organization’s progress toward its goals. Dysfunctional consequences
are results of behavior that have a negative effect on the organization. These
results restrict the organization’s adjustment and adaptation, impeding it from
reaching its goals.

Considering manifest and latent consequences with functional and dysfunctional
consequences produces four classes of behavioral consequences. Although four
are possible, we are interested mainly in two: manifest functional consequences
and latent dysfunctional consequences.

Manifest functional consequences are intended results of behavior that are
also good for the organization. People in an organization behave in specific ways
expecting something good to happen. They make decisions as managers or
employees and want those decisions to have good results.
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Organizational change and new technology are common sources of latent
dysfunctional consequences—results of behavior that have unintended negative
effects on an organization. Managers often change their organization design and
processes to adapt to a fast-changing, competitive environment. The manifest
functional consequence is to improve their competitive position. The latent
dysfunctional consequence is an equal response from competitors, making the
environment more complex and competitive.'® Introducing new technologies to
an organization also can result in latent dysfunctional consequences.'”

While reading this book, deliberately test what it says using the perspective
of latent dysfunctional consequences. Such an analysis can be a powerful tool,
because it adds much information to a theory or concept.

HISTORICAL FOUNDATIONS

Modern organizational behavior and management has a rich intellectual history.
This section describes some key people and ideas that are the historical base for
what we know today.

Division of Labor: Adam Smith (1776)

The division of labor is the way an organization divides its tasks, duties, and
responsibilities among its members. The importance of the division of labor in
managing an organization led at least one scholar to say, “The division of
labor is without doubt the cornerstone among the four elements [of classical
organizational theory].”?

The importance of the division of labor in manufacturing in early industrial
England impressed Adam Smith, the famous Scottish philosopher.?! He discussed
the division of labor in the first chapter of his book The Wealth of Nations. Smith
offered the following as an example of the division of labor:

To take an example, therefore, from a very trifling manufacture; but one in
which the division of labour has been very often taken notice of, the trade
of the pin-maker; a workman . . . could scarce, perhaps, with his utmost
industry, make one pin in a day, and certainly could not make twenty. But
in the way in which this business is now carried on, not only the whole
work is a peculiar trade, but it is divided into a number of branches, of which
the greater part are likewise peculiar trades. One man draws out the wire,
another straightens it, a third cuts it, a fourth points it, a fifth grinds it at
the top for receiving the head; to make the head requires two or three distinct
operations; to put it on, is a peculiar business; to whiten the pins is another;
it is even a trade by itself to put them into the paper; and the important
business of making a pin is, in this manner, divided into about eighteen
distinct operations, which, in some manufactories, are all performed by
distinct hands, though in others the same man will sometimes perform two
or three of them. I have seen a small manufactory of this kind where ten
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men only were employed, and where some of them consequently performed
two or three distinct operations. But though they were very poor, and
therefore but indifferently accommodated with the necessary machinery,
they could, when they exerted themselves, make among them about twelve
pounds of pins in a day. There are in a pound upwards of four thousand
pins of a middling size. Those ten persons, therefore, could make among
them upwards of forty-eight thousand pins in a day.?

In this passage, Smith described what we today would term the manifest
functions of the division of labor. Smith believed higher productivity would
follow from the division of labor because it helps workers increase their skill
and dexterity in doing their tasks. Because the division of labor limits the number
of tasks a person does and the number of places where a person does a task,
workers save time by not moving from one task location to another. By repeatedly
doing the same task, workers may discover better ways of doing it. These
innovations can then be introduced into the work process, improving it. Lastly,
from doing the task repeatedly, the workers’ skills improve until eventually they
have mastered the task.

Smith also felt the division of labor could have some latent dysfunctional
consequences. Doing the same task repeatedly could lead to mental degradation.
The workers would no longer perceive the task as stimulating, and their mental
processes would slow. Smith felt that lack of involvement in work led to decreased
political and social involvement. Workers also would become physically inactive
because their work did not require them to move about.?’

Smith described a high degree of task specialization in the 18 operations of
making a pin. Division of labor, however, does not always lead to high specialization
and routine work. Division of labor spans a continuum from low to high task
specialization. Smith’s description of making a straight pin is on the far right of
the task specialization continuum. The job of a heart surgeon is on the far left.

Scientific Management: Frederick W. Taylor (1911)

“The principal object of management should be to secure the maximum
prosperity for the employer, coupled with the maximum prosperity for each
employee.”?* Those words appear in the opening paragraph of Frederick W.
Taylor’s book The Principles of Scientific Management. Taylor felt he had
developed a new approach to management that produced positive results for
both employer and employee.?

The usual approach to management in Taylor’s day was based on antagonistic
relationships between management and labor. Management wanted as much
output from labor as possible at the lowest possible cost. Workers tried to protect
their interests by not working too hard. They believed they would put themselves
or their coworkers out of work if they worked at a faster pace. Neither side felt
cooperation could lead to maximum prosperity for both.

Although Taylor made his observation in the early 1900s, it appeared again
in the 1998 General Motors strike. The effects of this strike prompted GM to
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appoint a new vice-president for labor relations with a history of a cooperative
orientation to labor.2¢

Management wanted to maximize profits, and workers wanted the highest
possible wages. Disputes between management and labor centered on what each
viewed as mutually exclusive goals. Taylor felt his system of scientific
management could maximize both goals. Both sides had to undergo a “mental
revolution.” Each side had to rid itself of antagonistic views of the other. Taylor
felt they should view profits as the result of cooperation between management
and workers. In short, management needed the workers and workers needed
management to get what they each wanted.

Taylor based his scientific management on the following four principles:?’

B Carefully study jobs to develop standard work practices. Standardize the
tools used by workers.

B Select each worker scientifically.

B Management and workers cooperate to ensure that work is done according
to standard procedures.?®

B Management plans and makes task assignments; workers carry out assigned
tasks.

These four principles describe a division of work between management and
workers. Managers planned and designed the work. They made task assignments,
set performance goals, and made time schedules. Managers also selected and
trained the workers to do the tasks according to standard procedures and gave
the workers quick feedback about how they were doing. They rewarded increased
individual productivity with economic incentives.

Taylor’s system, procedures, and behavior irritated many people in business
and government, and even some of his supporters. Some observers perceive him
as leaving the greatest legacy in modern management history. Frederick Taylor
was the twentieth century’s first management consultant.?

Toward a Theory of Administration: Henri Fayol (1919)

Henri Fayol, managing director of Commentry-Fourchambault Company in
France, prepared a theory of administration based on his management
experiences.’® His theory described the major management functions and several
principles that act as administrative guides.

Fayol took a broad view of administration. He felt his theory of administration
applied to all types of organizations, public and private.’!

Fayol’s five functions of management are planning, organizing, commanding,
coordinating, and controlling. These management functions have endured the test
of time. A review of research that focused on managerial activities showed that
an impressive number of activities fell into Fayol’s five functions. Managers not
only performed those classical functions then, but should continue to do them
today. The time spent on these areas and the skills required to do them were
associated with higher performance of the manager’s unit or organization.*
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Fayol believed that managers “all must observe the same general principles.”?

These principles were central to his theory of administration. They are a set of
tools a manager needs to perform the functions of management. He did not
believe managers should apply his principles rigidly and absolutely in all
circumstances; instead, they must tailor the application of the principles to the
specific circumstances they face, using a clear sense of proportion.

Fayol’s first principle was the division of labor. His remark “Specialization
belongs to the natural order” shows the importance of this principle to his
thinking.>* The division of labor applied not only to tasks done by individuals,
but also to the total organization. Fayol warned, however, that the “division of
work has its limits which experience and a sense of proportion teach us may
not be exceeded.”

The principle of authority and responsibility implies a relationship between
the two ideas. “Authority is the right to give orders and the power to exact
obedience . . . and wheresoever authority is exercised responsibility arises.”3°

The principle of centralizationis an essential element of administration and
organization. This principle describes the location of decision authority, at the
top of an organization when centralized and at lower levels when decentralized.
A sense of proportion rules this principle also. As Fayol noted, “The question
of centralization or decentralization, is a simple question of proportion, it is a
matter of finding the optimum degree for the particular concern.”’

Delegation of authority is the management tool used to get the desired degree
of centralization or decentralization. Delegating authority moves decision
authority to lower organizational levels. Although Fayol did not use the phrase
“delegation of authority,” he clearly implied its use.

The principle of unity of command means “an employee should receive orders
from one superior only.” Fayol strongly felt that managers should never violate
this principle. Modern matrix and project organizations violate it, and conflict
occurs. Such conflict does not become dysfunctional when it is properly
managed. People often live with violations of the unity of command principle
successfully. See Chapter 17 for a discussion of matrix organizations where such
violations commonly occur.

A principle related to unity of command is unity of direction: “One head and
one plan for a group of activities having the same objective.”® This principle
helped determine the division of labor of the organization. Set up a department
or work unit and have a single goal for that unit.

Several relationships exist among the principles. Delegation of authority gets
the desired degree of centralization or decentralization. Delegation also leads to
a division of labor in the organization. Unity of command and unity of direction
are guides for the design of the organization. Think of these concepts as Fayol’s
tools for designing and managing organizations.

Bureaucracy: Max Weber (1922)

Max Weber was a prominent German political scientist, economist, and
sociologist. He made a major contribution to several fields of study with his
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analysis of bureaucracy as a form of organization and management. He believed
bureaucracy was an efficient, necessary, and successful form of administration—
a view endorsed by some contemporary scholars.*!

Bureaucracy is an administrative structure with well-defined offices or
functions and hierarchical relationships among the functions. The offices or
functions have clearly defined duties, rights, and responsibilities. Each office
or function is designed without regard for who will hold the office. Relationships
within a bureaucracy are impersonal. Decisions are made according to existing
rules, procedures, and policies. Bureaucracies reach goals with precision,
reliability, and efficiency.*?

Bureaucracies use legal or rational authority, which is part of a position and
exists before a person takes the position or function in a bureaucracy. The
bureaucracy defines the authority when it develops its division of labor. The
person who takes a position assumes the authority of that position. Although
authority is initially in the function, the person holding the function can change
that authority. Weber felt rational authority brought stability to a bureaucracy
because the authority stayed in the function after the person left.

Weber believed the following features account for the efficiency of
bureaucracies:

Clearly defined and specialized functions

Use of legal authority

Hierarchical form

Written rules and procedures

Technically trained bureaucrats

Appointment to positions based on technical expertise
Promotions based on technical competence

Clearly defined career path

Weber felt bureaucracies were rational and predictable systems. The rationality
followed from the objectivity and impersonality of decisions. Decisions were
based on fact and made according to existing written rules and procedures so
they would be consistent. The unusual features of any specific case were not to
be considered. Predictability followed from the fixed formal relationships among
clearly defined hierarchically organized functions.

Mary Parker Follett’s Observations on Organizations and
Management (1925)

Mary Parker Follett was a social worker among the poor in the Roxbury section
of Boston. Although her work career did not involve management, she made several
basic and enduring observations about organizations and management during the
mid-1920s to the early 1930s.# The following paragraphs describe three of her
observations on organizations and management: power, conflict, and leadership.
Follett conceived of power as capacity. Although her point was not completely
clear, she apparently meant the capacity to get things done. Power cannot be
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delegated, but authority can. She clearly distinguished between power and
authority, treating each separately in her analysis.*

Follett distinguished power-over from power-with. Power-overis dominance,
coercion, and control based on force. Power-with is “a jointly developed power,
a co-active, not a coercive power.”® She offered power-with as an alternative
to power-over, because she believed human organizations were cooperative
systems. Follett had a positive view of power and saw it as basic to organizations
and management.

Follett’s analysis of conflict appeared in the unusually titled paper
“Constructive Conflict.”*® Follett felt conflict was neither good nor bad. Conflict
is difference, not warfare. The differences can be in opinions or interests. She
felt conflict could not be avoided. Instead of running from conflict, managers
should put conflict to use in their organizations.

Follett felt there were three ways to manage conflict: dominance, compromise,
and integration of desires. Dominance means one side of a conflict wins over
the other. Compromise means each side gives up something to settle the issue.
In each instance, the basic conflict issue is not settled. Although one party wins,
or both parties agree on settling the dispute, the reason for the conflict remains.
Conflict could later occur about the same matter or issue.

Integration of desires was Follett’s creative suggestion for managing
conflict. This approach finds a solution that fully meets the goals of each party
in a dispute. Both parties get what they want. Neither party gives up anything.
Integration of desires unshackles you from existing alternatives and lets you
creatively discover alternatives that are not mutually exclusive. Integration
discovers something; compromise uses only what exists. With integration,
conflict is put to work to help discover new, creative solutions to problems and
issues in organizations.

Follett felt the prevailing view of leadership was based on qualities such as
aggressiveness and domination. The leader tried to impose his will upon others.
Leadership meant giving orders and getting compliance to those orders.*’

Follett’s alternative view of leadership has many positive qualities. A leader
has a vision of the future and can articulate the common purpose toward which
the organization is striving. The leader focuses the energies of people toward
that purpose. A leader not only knows the technical aspects of the job, but also
understands the total situation and the relationships among its many parts.
Problems are not just solved. Events are structured and decisions made to head
off problems before they happen.

Decisions are made with an understanding of their long-term effects. Leaders
do not make decisions that focus only on the present. They know that any
situation constantly evolves and that a decision made now affects future states
of the situation.

Leaders train and develop their subordinates to become leaders. By developing
leaders below them, Follett believed, leaders increased the total power in their
situation.

Good leaders do not want passive followers. Follett regarded blind obedience
to orders and directives as undesirable. Instead, followers should try to influence
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their leaders by suggesting alternative courses of action. They also should
question directives that are wrong or impossible to carry out.

Follett’s view of the personal qualities of a leader is a vivid picture of the
characteristics of a good leader: “Tenacity, steadfastness of purpose, tactfulness,
steadiness in stormy periods.”*®

The Functions of the Executive: Chester l. Barnard (1938)

Chester Barnard was an engineer who became the president of the New Jersey
Bell Telephone Company and later the first executive head of the United
Services Organization. His book The Functions of the Executive is rich in basic
contributions to current thinking about organizations and management.*’ The
term executive refers to managers and supervisors at all organizational levels.

Barnard defined an organization as “a system of consciously coordinated
activities or forces of two or more persons.” Barnard’s definition implies that
any system of two or more people with consciously coordinated activities is an
organization. Organizations are based on cooperation and have a conscious,
deliberate purpose.’!

Barnard believed organizations formed because individuals had a purpose or
purposes, but also had limitations. The limitations could be knowledge, financial
resources, or physical resources. The person with the purpose needed the
cooperation of one or more other people to achieve that purpose. Purpose plus
limitations leads to a system of cooperative action.

How does an organization get people to join its system of cooperative action?
Organizations offer inducements in exchange for contributions. Inducements
include salary and fringe benefits. Contributions are activities and work behavior
needed by the organization. Barnard felt a person joined an organization when
the inducements exceeded the contributions.> Today this relationship between
inducements and contributions is called the inducements-contributions
balance.>® Maintaining the balance so that people join and stay with the
organization is an important executive function.>

Barnard distinguished between two types of motivation in organizations:
motivation to participate and motivation to perform. Motivation to participate is
the motivation of an individual to join and stay with the organization and perform
at a minimally acceptable level.*® The minimally acceptable level varies from one
organization to another and from one part of the same organization to another.
When you first join an organization, you learn the minimum performance standards.
If you fall below this performance level, you might experience sanctions, particularly
during probationary employment. The inducements—contributions balance is closely
related to the motivation to participate. Maintaining the inducements—contributions
balance lets managers affect the motivation to participate.

Barnard felt managers must first attend to the motivation to participate. After
they have solved the problem of membership, they can attend to the second type
of motivation, the motivation to perform.>® This type of motivation focuses on
performance levels higher than the minimum expectation. Managers use both
monetary and nonmonetary incentives to get higher performance levels.
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Notice the relationships among Barnard’s observations. First, the simple
definition emphasizes consciously coordinated activities of two or more
people. Second, purpose plus limitations causes people to engage in cooperative
behavior with others. People need to be attracted to this system of coordinated
activity and induced to participate. The need to attract them to the system and
keep them there leads to a concern about motivation to participate and the
inducements—contributions balance. With those five concepts, you can analyze
the birth and growth of any organization.

Barnard used the concept of the zone of indifference to describe how people
could respond to orders and directives from others.>” Figure 1.3 shows the zone
of indifference. People execute orders falling within their zone of indifference
without any thought or question. They question, and possibly do not act on,
orders that fall outside the zone. These orders might be demeaning, such as being
told to sweep the office floor, or they might be orders that could be interpreted
as illegal or immoral. In both cases, the order falls outside the zone of
indifference, making it unacceptable to the person.

The zone of indifference is closely related to the inducements—contributions
balance. Managers affect the width of the zone of indifference by changing
inducements offered for contributions requested.

The Hawthorne Studies (1939)

The Hawthorne Studies were a large research program at the Hawthorne Plant
of the Western Electric Company from the late 1920s to the mid-1930s. The
plant produced various parts for telephone switching systems. This research was
a landmark work in social sciences in the United States.*

The Hawthorne Studies were preceded and stimulated by the illumination
experiments done in the Hawthorne Plant in the early 1920s. These studies tried
to determine whether various lighting levels affected human productivity. The
experimental design used a control group that had no variation in lighting. An
experimental group experienced changes in light levels.

Orders here
are disobeyed
or questioned

Zone of indifference
(acceptance of orders or indifference to them)

Orders here
are disobeyed
or questioned

Figure 1.3: Barnard’s Zone of Indifference
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The results of the experiments baffled the investigators. They increased the
lighting and productivity went up. Then they decreased the lighting and
productivity went up. The lighting was severely reduced, and productivity went
up. The lighting for the control group was not changed, but the group’s productivity
also increased! Eventually, the researchers concluded that simply being part of
the experiment, which focused new and greater attention on the workers, increased
productivity.® Previously, interaction between supervisors and coworkers was
limited. It had focused mainly on the work, not on the workers themselves.

Following the illumination experiments, several researchers from Harvard
University began studying groups of workers in the plant. Their goal was to
understand the factors that contributed to differences in human productivity. The
researchers concluded that a more empathic or people-oriented form of
management leads to more productivity than a directive, authoritarian, and
money-oriented form of management. People wanted more than monetary
incentives for working.

Secondary analyses of the experimental data do not show the effects on worker
behavior just described. Serious weaknesses in research design also do not allow
any strong conclusions from the Hawthorne Studies.®

Some researchers doing secondary analyses of data published in the original
reports have come to varying conclusions. One researcher found support for a
driving form of management and use of monetary incentives. He felt the
researchers moved from presenting descriptive results to promoting a new form
of management. By doing so, the original Hawthorne researchers went well
beyond the results of their research.®!

Disputes about research design and research results do not reduce
the importance of the Hawthorne Studies in developing our understanding
of organizations. Although the research did not produce strong conclusions,
the studies motivated further understanding of human behavior in organizations.

Theory X and Theory Y: Douglas McGregor (1960)

Douglas McGregor, an MIT psychologist, proposed two sets of assumptions
about human motivation that a manager can hold. McGregor called the
assumptions Theory X and Theory Y.®> A manager’s behavior toward his
workers and his management style will differ based on the assumptions guiding
his behavior.

The following are Theory X assumptions:

B The average person dislikes working and will avoid it if possible.

B Because people dislike working, they must be directed, tightly controlled,
and pressured to work toward organizational goals.

B The average person wants security, avoids responsibility, and has little
ambition.

McGregor believed that many managers held Theory X assumptions about
workers. Such managers give their workers little latitude, supervise them closely,
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and punish poor performance. They use few rewards and typically give only
negative feedback.
The following are Theory Y assumptions:

B The average person likes work; it is as natural as play.

B A person who is committed to a set of goals will work toward them without
external control.

B Goal commitment follows from the satisfaction of a person’s desire to
achieve.

B The average person can learn to accept responsibility. Lack of ambition is
not a basic human characteristic.

B Creativity, ingenuity, and imagination are human characteristics that are
widely dispersed in the population.

B Modern organizations only partially use the worker potentialities.

Managers who hold Theory Y assumptions have a positive view of people,
believe they have much hidden potential, and believe that people will work
toward organizational goals. These managers will give workers more job
responsibility and rely on self-motivation rather than coercion.

These two sets of different assumptions reigned in the academic literature for
many years. They are widely understood by practicing managers. Although called
theories, they are not theories as described earlier. They are assumptions or
beliefs about human motivation that can strongly affect management behavior.

McGregor’s observations on managers’ assumptions about human motivation
go back many years. You might be tempted to dismiss them as an old set of
ideas. Contemporary discussions of the directions of organizations in the twenty-
first century are filled with concern that managers largely hold Theory X
assumptions. Although these same managers say they favor employee
participation, involvement, and empowerment, they often act in the directing,
controlling way of Theory X assumptions.® (See the citations for an extended
discussion of these issues.)

Management Guru: Peter F. Drucker (1995)

Austrian-born Peter F. Drucker ranks among the most widely read, widely
quoted, and influential management scholars in the world.®* Drucker was a
professor of management at California’s Claremont College starting in 1971.
He wrote more than 30 books that cover topics in management, economics,
society, and politics. His observations in his 1954 book The Practice of
Management remain fresh today.% The following summarizes some observations
from this book and some predictions from his other writings.

Drucker’s views of the importance of effective governance of an organization,
and his views of integrity as a critical element of a manager’s character,
set important background for his other observations. Effective organizational
governance requires a strongly independent and diverse board of directors.5¢
His 1954 observation that board oversight and governance had become
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largely fictional has a shockingly modern tone to it. Boards should have outside
directors, most of whom have never served as the organization’s full-
time officers. Board roles include reviewing senior management’s plans,
questioning their assumptions, and taking action in times of crisis. The board
is the final court (Drucker called it a “supreme court”) when ethical or legal
issues arise.

Drucker viewed integrity as a central part of a manager’s character.%” It is
especially important at senior organizational levels, because it sets the moral
example for the entire organization. Drucker wrote about integrity with
considerable passion—never can a manager lack it nor can an organization accept
its absence. The latter, of course, falls to the board of directors, who have the
responsibility of removing a manager who lacks integrity.

These background observations appeared in Drucker’s 1954 book. Reflect on
contemporary events. Do modern managers have the integrity that Drucker
believed was important?

Drucker’s views on strategy and strategic planning differ from much prevailing
practice. An organization’s strategy describes the organization’s long-term
goals and the way it plans to reach those goals. Strategy also specifies how
managers should allocate resources to reach their organization’s long-term
goals. He asked managers to move from the question of “What is most likely
to happen?” to the question of “What has already happened that will create the
future?”%® Drucker urges managers to understand existing demographics,
spending patterns, societal structure, economic forces, and technological changes
to see what is shaping the future. His approach to planning focuses not on
probabilistic future scenarios, but on existing conditions that will unrelentingly
shape that future.

Among his most lasting observations was his proposed philosophy of
management by objectives and self-control.®® General Electric was the first
company to adopt management by objectives (MBO) and put it into practice
with Drucker’s help as a consultant.”

Senior management defines the long-range goals of the organization. Lower-
level managers actively participate in goal setting for units above them. These
managers derive their goals from the more senior ones. Drucker emphasized the
importance of each manager setting his goals, not imposing them from above.
Each manager’s goals become the source of self-control of the manager’s
performance. Drucker viewed self-control as a significant motivator and better
than external control.

A key part of self-control management was the quick availability of
performance information for each manager. This information went directly to
each manager, not to the manager’s superior. Managers at all levels guided their
unit’s performance toward the goal and corrected any deviations that appeared
in their performance information.

MBO has endured the test of time. It is a lasting testimony to Drucker’s
contributions to modern management thinking. Although MBO has had negative
moments, when properly carried out it has positive effects on organizational
performance.”!
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Peter Drucker’s predictions proposed many challenges that organizations and
managers will face well into the future.”? They include the following:

B Steady drops in the birthrates of developed nations will produce a population
of fewer young people entering the workforce. Older workers will work
well past normal retirement ages, making them valuable employee resources.

B Global competitiveness is a necessary strategic goal for all organizations.
Standards for assessing an organization’s performance can come from
industry leaders anywhere in the world.

B An unquestionable forming of a world economy in which world markets
will become more important than domestic markets.

B Successfully competing in intertwined global economies requires forming
alliances, partnerships, and joint ventures across national boundaries.

B A compelling need for decentralized organizations in an increasingly uncertain
environment with a related increase in using teams in organizations.

B An increase in the number of knowledge workers (for example, computer
technologists and medical workers) and continual decline in the number of
blue-collar and agricultural workers in all developed countries. The
knowledge workers thrive on autonomy and need continuous learning.

B Continual change will become the norm. The management challenge is to
view change as an opportunity, not a threat.

B The twenty-first century will see the evolution of knowledge societies in
developed countries. These societies will have three sectors: business,
government, and nonprofit. Nonprofit volunteer activities will characterize
English-speaking countries, but appear less often elsewhere.

Drucker viewed these challenges as the “new certainties” facing modern
organizations and their management. Managers who profoundly change their
mindset about the present state of their organization’s environment will have a
strategic advantage over competitors.

SUMMARY

An organization is a system of two or more persons, engaged in cooperative
action, trying to reach some purpose. Organizational behavior and organizational
theory are both disciplines within the social and behavioral sciences that
specialize in studying organizations. Theories and concepts let you view
organizational issues or problems from different perspectives. They act much
like camera lenses by letting you observe a behavioral scene from different
angles.

Functional analysis divides the results of a person’s behavior into manifest
and latent consequences. Manifest consequences are the intended results of the
person’s action. Latent consequences are the unintended results of the same
action. Functional analysis further divides behavior into functional and
dysfunctional consequences. Functional consequences are the results of behavior
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that is good for the organization. Dysfunctional consequences are the results of
behavior that is bad for the organization.

The historical foundations of modern organizational behavior and management
underlie all remaining chapters of this book. Each historical figure discussed in
this chapter offered basic insights into organizations and management.

REVIEW AND DISCUSSION QUESTIONS

1 What is theory? Discuss its role in analyzing and diagnosing
organizational issues and problems.

2 What are the differences between manifest functional consequences and
latent dysfunctional consequences? How are these concepts useful in
analyzing and diagnosing organizations?

3 Henri Fayol developed the beginning of a theory of administration.
Review the major concepts from his theory. What are the relationships
among the concepts?

4 Discuss the differences among dominance, compromise, and integration
as approaches to reducing conflict. Mary Parker Follett described these
approaches to conflict reduction. Does integration of desires impress you
as a feasible approach to conflict reduction?

5 Review the characteristics of leadership described by Follett. Have you
ever worked for a person with those qualities? Discuss why those
qualities contribute to effective leadership.

6 Review Chester |. Barnard’s concepts. Discuss the relationships among
them. Have you seen these concepts in your experiences with
organizations?

7 What important contributions did the Hawthorne Studies make to our
understanding of organizations?

TAKE FIVE: OB ALIVE: ANTZ (1998)

Z (voiced by Woody Allen), a member of a massive ant colony, leads a
largely insignificant life. He pursues Princess Bala (voiced by Sharon
Stone) while trying to find his life role. Z's life goes to unexpected new
places because of General Mandible (voiced by Gene Hackman) and a
major termite war.

These scenes begin after the opening credits in DVD Chapter 1,
“Insignificantz,” Start: 0:00:49. Z says, “All my life I've lived and worked
in the big city.” The scenes end as Colonel Cutter (voiced by Christopher
Walken) and General Mandible leave for a meeting with the queen
(Stop: 0:07:59).
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While viewing these scenes, note and assess the type of work, worker
relationships, and supervisory behavior. Which concepts discussed in
this chapter’s “Historical Foundations” section appear in the scenes?
Draw specific examples from the scenes to support your observations.
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Chapter 2

THE CONTEXT OF
MODERN
ORGANIZATIONS
(DIVERSITY, QUALITY,
TECHNOLOGY,
INTERNATIONAL)

After reading this chapter, you should be able to

Explain workforce diversity.

Describe several diversity dimensions.

Discuss workforce diversity effects on organizations and management.
Describe the direction in which many organizations are headed in
managing for quality.

Discuss quality management and its history.

Explain the likely effects of quality management on an organization.
Outline how technological changes will affect modern organizations
and their management.

List the effects of specific technologies on modern organizations.
Discuss some issues and implications of managing organizations in an
increasingly global environment.

Identify some dimensions of country cultures that distinguish one
culture from another.
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I Chapter Overview

Four issues dominate the context of modern
organizations. Those issues center on the increasing

Workforce Diversity

diversity of the workforce in the United States, an
emphasis on managing for quality, the effects of

Quality Management technology on organizations, and the increasing

Technology, Organizations, and

Management

global orientation required of managers.
Workforce diversity brings people into organi-
zations with vastly different worldviews or ways of

The Global Environment of thinking about their environment. Managers face

Organizations

the challenge of harnessing those differences to
reach organizational goals successfully. Workforce
diversity also can increase an organization’s conflict potential, presenting
managers with the added challenge of managing conflict in a functional way.

Managing for quality asks managers to focus on customer desires, continuously
improve quality, and rethink how different parts of their organization contribute
to quality services and products. Fully successful quality management usually
requires major changes in an organization’s culture.

Modern computing and communication technologies bring new opportunities
and challenges to managers of modern organizations. Communication
technologies let people stay connected, no matter where they are in the world.
Computing technologies have reshaped manufacturing processes worldwide.
Managers now have more organizational design options to build flexible,
responsive organizations than ever before.

The global environment of organizations demands a global mindset of modern
managers. Understanding cultural differences, and shaping strategies around
those differences, is a unique challenge facing modern managers.

Customers demand a focus on their needs and desires. Managers respond to
customer needs in many ways, including custom-building goods and services
to a single customer’s requirements. Modern technology, including the Internet,
allows fast, flexible responses to customer needs.!

WORKFORCE DIVERSITY

Workforce diversity refers to variations in workforce composition based on
personal and background factors of employees or potential employees.? The
dimensions of workforce diversity include age, gender, ethnicity, physical and
mental ability, sexual orientation, religion, and cultural beliefs. Other dimensions
are family status, such as a single parent, a dual-career relationship, or a person
with responsibilities for aging parents.* A quick look at Figure 2.1 shows you
the complexity and scope of the issues surrounding this topic.

The Bureau of Labor Statistics’ (BLS) projections of the U.S. civilian labor
force growth between 2006 and 2016 show many changes.* Those projections
show civilian labor force growth of 0.8 percent during the period of 2006 to 2016.
The number of women in the labor force should grow by 8.9 percent; projected
growth for men is 8 percent. Labor force projections by age show a large increase
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2016 will come from minority workers.

If the BLS projections hold true, the
future workforce will have more female
and minority workers. Age diversity
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the labor force at age 55 or over in
2016. The expected labor force gender

and ethnic profile in the year 2016 is Figure 2.1: Dimensions of Workforce Diversity

46.6 percent women and 35.4 percent
non-white workers.

BLS projections out to 2050 show further changes. Workers age 55 or over
should make up 22.9 percent of the workforce, and non-white workers should
make up 48.6 percent of the workforce. The projections for women in the 2050
workforce stay at 48 percent.’

Regional variations also will be significant. The projections discussed so far
were for the entire civilian labor force. Local population characteristics will affect
the workforce from which a specific organization draws.°

People from different social backgrounds, cultures, and language groups bring
different worldviews to an organization.” They view work issues and problems
through different perceptual lenses. If properly managed, these different views
present opportunities to organizations, but they also increase conflict potential.®
The challenge for managers is to focus those diverse views on the mission of the
organization while managing conflict to keep it at a functional level.

People with different needs and expectations also present challenges to
an organization’s human resource policies. Working parents often require
adaptations in work schedules or on-site day care. Single parents might need
time off to take a sick child to a physician. Native Americans often need special
work schedules during their culture’s celebration periods. A disabled person
could require special access to a building and a specially designed work area.
Part-time workers might need to arrange job sharing so that the organization
can get the value of their talents.’

This chapter proposes three views of managing workforce diversity: managing
diversity, valuing diversity, and managing for diversity.!® Managing diversity
helps people of all backgrounds have equal access to employment, promotion,
and personnel policies. Organizations that manage diversity react to the presence
of workforce diversity and do not try to increase diversity. This chapter does
not focus on managing diversity. Instead, it offers valuing diversity and managing
for diversity as the more likely focus of modern managers.

Organizations and their managers who value diversity aggressively embrace
it and actively try to build a diverse workforce.!! Such organizations view a
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diverse workforce as a competitive advantage. Managing for diversity unleashes
the potential of a diverse workforce and channels it toward the organization’s
goals.'? The challenge for managers and leaders is to provide a vision so
everyone understands where the organization is headed. Managers also want to
preserve a diversity of viewpoints and help employees get the satisfaction they
want from their work experiences.

Managers try to create an environment that harnesses the potential of all
sources of difference within an organization’s workforce. Managers can actively
tap diverse perspectives and rethink approaches to problems, tasks, and markets. '3
For example, after hiring its first Hispanic female attorney, a small Northeastern
law firm discovered a new market because of her unique views. She wanted to
pursue English-only employment policies in cases involving immigrants. The
previously all-white legal staff had never thought of that market.'*

Valuing diversity or managing for diversity is not affirmative action in disguise.
Instead, it is managing to get the greatest contributions from increasingly diverse
people. It recognizes that a variety of views enrich organizational life. Managing
for diversity does not ask people to give up their individuality and take on the
values of the majority. It honors differences among people, but also asks everyone
to accept the organization’s core values. Ideally, those core values should be
related to the organization’s mission, such as “an unending pursuit of excellence
in customer service.” Such a mission statement states the organization’s goal,
but not how to reach it. People reach the goal in many different ways because
of their diversity.

Why should managers and their organizations care about meeting the
expectations and requirements of a diverse workforce? Could they not select
people who fit into the organization’s existing culture, policies, and procedures?
The answer has two parts: (1) managers will have no choice about managing for
diversity, and (2) successfully managing for diversity is good business strategy.

The first answer follows from the labor force statistics discussed earlier.
Organizations that do not have a diverse workforce now are likely to face one
in the future, especially as they pursue scarce skilled labor. Other organizations
have followed affirmative action and equal employment opportunity (EEO)
guidelines and directives. Those organizations now have diverse workforces. '

The second answer implies a more aggressive management position toward
workforce diversity. Good business strategy requires unleashing a diverse
workforce’s potential. The reasons are twofold: (1) the increasing diversity of
society in the United States, and (2) the need to think and to compete globally
to stay competitive.'®

As society becomes increasingly diverse, customers also become more diverse.
Having a diverse workforce helps managers attract customers from diverse
backgrounds. For example, Pizza Hut found that the presence of Muslim workers
attracted more Muslim customers.!”

The global environment of modern organizations adds another layer of
complexity to workforce diversity. Many U.S. organizations sell in foreign
markets, operate in countries outside the United States, or enter joint ventures
with organizations from other countries. Because U.S. organizations operating
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abroad often employ native-born people at all levels, managers can interact with
employees from other countries. To meet customer expectations in foreign
markets, they need to understand local customs and business practices. To be
successful, U.S. managers must understand cultural differences around the world
and not assume customer requirements in foreign markets are the same as at home.

Managing for diversity forces many organizations to make major changes,
such as modifying personnel policies concerning work schedules, personal
leave, language training, and other basic skills. Managers must manage for
fairness when meeting the diverse needs of their workforce.!® For example, a
day-care policy originally created to meet the needs of working women must
apply to all employees despite gender and marital status. Managers also must
learn new skills, such as accepting differences, appreciating language differences,
and even learning new languages. The latter can include sign language to
communicate with hearing-impaired employees.

Other changes touch the heart of an organization’s culture by asking for shifts
in its values, rituals, and assumptions.'® Values suitable to a homogeneous white
male culture need to yield to the heterogeneous values of many diverse groups.?’
Social activities that are rituals in male cultures need to change to give female
employees ready access, or rotate the activities to meet the desires of both groups.
For example, if social gatherings usually include only male-oriented sports, other
activities should be added. Instead of assuming all employees enjoy a game of
flag football, the gathering’s organizers could poll people for their preferences.

QUALITY MANAGEMENT

The management of product and service quality continues as a major thrust
of organizations in the United States and worldwide.?! Although quality
management’s roots exist in the early 1920s, U.S. organizations did not embrace
it until the early 1980s.2> Quality management has many names, including total
quality control, total quality management, total quality leadership, leadership
through quality, market-driven quality,>* and continuous process improvement.
Terms and ideas emphasized since the late 1990s include robust design, Six
Sigma quality, and ISO 9000.2* The term quality management includes all quality
management and continuous improvement programs. Such efforts apply to all
organizations, ranging from Xerox to Pal’s Sudden Service, a hot dog stand in
Kingsport, Tennessee.?’

Quality management (QM) is a philosophy and system of management built
upon concepts dating to at least the 1920s.2° QM includes tools and techniques
that help organizations manage for quality in services, products, and processes.
Although its roots are in manufacturing, it is a management system that can
bring major improvements to any organization.

The earliest U.S. antecedents to QM are the works of Walter A. Shewhart,
Armand V. Feigenbaum, Joseph M. Juran, and Philip B. Crosby. Shewhart was
the first to recognize that variability in manufacturing processes could be attributed
to abnormalities or causes common to the process. He developed statistical tools
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that let managers know when a manufacturing process was out of control and
introducing poor quality.?’ In the 1950s, Feigenbaum pressed for total quality
control, a method of quality management that required the involvement of people
both inside and outside a quality control department.?® Juran did the economic
analyses that showed the long-term payoffs of managing for quality.?® His phrase
gold in the mine has become a motto of quality management enthusiasts and
consultants. Crosby advocated “zero defects,” a strong departure from the
prevailing view of quality levels that accepted some defects.*

Perhaps the best-known person associated with quality management is W.
Edwards Deming, a statistician who started his career with the U.S. Department
of Agriculture and the Bureau of the Census.’! Deming emphasized using
statistics to understand and manage process variability. His early teachings had
little effect on U.S. managers, but strongly influenced the Japanese, who consider
Deming the most important U.S. contributor to their methods of quality
management.

The major Japanese contributors to quality management are Kaoru Ishikawa
and Genichi Taguchi.’> Each brought different perspectives and tools to QM
and left a distinct Japanese mark on it. Ishikawa emphasized statistical quality
control, as did Deming. He also emphasized human factors in QM by introducing
the quality control circle (QCC) concept. Ishikawa viewed QCCs as a powerful
way of harnessing human potential for quality improvement.3?

Taguchi developed a QM approach based on advanced mathematical and
statistical techniques. His unique philosophy viewed any lack of quality as a
loss to society. Taguchi developed a “loss function” to measure the costs of
quality losses that decision makers could use to guide their QM efforts. He also
applied experimental design to quality assessment, a set of techniques popularly
known as the “Taguchi method.”?*

QM is now a worldwide phenomenon and not limited to the United States or
Japan. Various quality awards have also accompanied the spread of QM. The
following lists the most prominent awards with their start date and country or
region of origin:®

B Deming Application Prize, 1953, Japan
B Malcolm Baldrige National Quality Award, 1987, United States
B European Quality Award, 1992, Europe

In addition, the International Organization for Standardization (ISO)
developed and published a set of international quality standards. ISO 9000 was
its first quality standard, which appeared in 1987. This move by the ISO
recognizes the global reach of business and a need for international guides
for QM.

Effective QM requires a total system’s view of the organization that reaches
well beyond its boundaries. It uses an understanding of the interdependence of
outside people, outside organizations, and groups within the organization to
manage for quality. The list of these stakeholders—groups with an interest in
the organization’s activities—is long and includes employees, suppliers, clients,
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customers, the community surrounding the organization, coalitions to which the
organization belongs, professional or trade associations, and competitors.

QM asks people to view organizations in a new way. It asks people to move
away from a typical chain-of-command view and move toward a process view.
This view emphasizes processes, customers, interdependence with suppliers, and
the critical role of feedback in moving toward continuous quality improvement.
Only by directly asking customers and suppliers can an organization discover
shifts in expectations and quality requirements.3°

Many tools and techniques support QM’s philosophy of continuous
improvement. These tools and techniques of QM were developed to let people
watch their work processes to ensure a quality product or service. Table 2.1
summarizes some major tools and techniques of QM. Organizations that move
toward QM must train employees in the use of the tools to get true quality
management.

QM tools and techniques help organizations carefully analyze their processes.
Teams of people drawn from all parts of the organization affected by the process
typically do such analyses. Analysis teams, usually called process action teams,
have diversity in membership to bring many different views to the analysis and
improvement of a work process. For example, an analysis team examining an
organization’s hiring process might include members drawn from the human

Table 2.1: Summary of Total Quality Management Tools and Techniques

Benchmarking A method of comparing an organization’s processes to those of an accepted
leader. It shows how the quality of the organization’s process compares

to one that has already reached high quality.

Cause and Effect Diagram A drawing that shows the relationship between a problem and its likely
causes. The diagram shows relationships among the factors that can

affect the variability of a process.

Checksheet A structured method of collecting quantitative data about a process’s results.
Lets the user count items such as the number or types of defects in a product.
Control Chart A line graph showing the performance of a process over time. The user

compares the line showing actual performance to previously computed
upper limits and lower limits of process performance. It quickly shows
whether the variability in a process is inside or outside the control limits.

Flowchart A diagram that shows the steps, and the relationships among steps, in a
process. It uses different symbols to show action steps, decision steps,

and waiting periods.

Pareto Chart A bar chart displaying the bars in descending order by height. Each bar is a
problem measured in the same units. Pareto charts isolate major

problems from minor ones.

Quality Function Deployment A concept and a tool for translating customer needs into engineering
requirements. It emphasizes the need for cross-functional teams to truly

meet customer expectations.*

*Hauser, J. R., and D. Clausing. 1988. House of Quality. Harvard Business Review 66 (May—June): 63—73.

Source: Evans, J. R., and W. M. Lindsay, 2005. The Management and Control of Quality, 6th ed. Mason, Ohio: South-Western.
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resources department, hiring departments, newly hired employees, and labor
union representatives.

Organizations that fuse QM thinking into their culture enjoy many benefits
that do not directly result from other management approaches. Employee
commitment to continuous quality improvement increases. The cost of providing
a service or manufacturing a product declines. Service processes function more
dependably; products are more reliable.

QM is a way of managing that differs from what most managers and
organizations have done in the past. It emphasizes a long-term commitment to
continuous quality improvement and stresses that quality is everyone’s job, not
only the job of a quality control or quality assurance department. QM is intensely
customer focused and demands that all organization members share that focus.?’
QM emphasizes high involvement in the work process. It also emphasizes
communication in all directions—top-down, bottom-up, and laterally. This
feature follows directly from the need for cooperation and high involvement. It
also is a way QM generates large amounts of information in the system.

QM’s emphasis on continuous improvement of all processes in an organization
lets people do more with the same resources. Involving everyone in continuous
improvement can add challenge to employees’ jobs. The long-run result is a
committed corps of people with an impassioned focus on mission, customers,
and continuous quality improvement.

Moving toward managing for quality typically presents massive change to an
organization and its managers. A passionate customer focus, combined with a
process view that emphasizes continuous improvement, requires people to reframe
the way they think about their organization. Such transformations of thinking are
difficult and account for many failures in the journey to quality. Research evidence
shows that successful transformation requires top management commitment
to QM and widespread supervisory and employee involvement in the change
process.®

By the mid-1990s, researchers identified the way improved quality can
increase profits. Continuous improvement increases process efficiency and
reduces costs. Quality can attract new customers and increase the retention of
old ones, an especially useful result for organizations with a market-oriented
strategy.** According to some estimates, it costs five times as much to get new
customers as to keep the present ones.*” High quality also can make a product
or service so attractive that an organization can charge higher prices than
competitors. Researchers and analysts found that QM efforts often produced
poor results because managers did not target improvements to areas with the
greatest long-term positive effect on profits.*!

The financial results of managing for quality often are impressive. One study
compared the financial performance of quality award-winning companies to
comparable companies that had not won an award. The quality winners had a
38 percent to 46 percent increase in stock value four years after winning. They
also had a two to three times increase in assets, employment, sales, and income.
Perhaps inspired by such results, Honeywell is using its Six Sigma quality process
to increase productivity and reduce costs.*? Other research also suggests positive
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organizational results of QM efforts. One study found a positive relationship
between QM practices and expert-rated performance in a sample of hospitals.*3

Not all organizations that adopted QM had successful results.** Several
prominent failures have occurred, causing some private sector organizations in
the United States to reconsider a QM orientation. The Wallace Co., a winner of
the Malcolm Baldrige National Quality Award, filed for Chapter 11 bankruptcy
protection.* Moving to QM did not prevent Douglas Aircraft in Long Beach,
California, from experiencing massive layoffs. At Florida Power & Light, a
leading U.S. example of QM, major layoffs of the QM staff followed the
appointment of a new chief executive officer.

These negative results for organizations with well-developed QM efforts, and
inconsistencies in research linking QM and organizational performance, have
led some observers to question the effectiveness of QM.*® Critics felt the costs
of such programs often exceeded the benefits of quality. Other researchers have
observed that top management commitment as noted above, and massive
organizational change, are needed to have successful QM efforts.*’

TECHNOLOGY, ORGANIZATIONS, AND MANAGEMENT

Massive changes in computing power and computer features, combined with
various types of technology, revolutionize much of what organizations do now
and into the future. Desktop computers with CD-ROM drives, DVD drives,
high-speed processors, and large memory capacity let you create business
presentations using three-dimensional animated technology. Laptop and palmtop
computers connect to the Internet using wireless technology in many public
places, such as airports, hotels, and fast-food restaurants, worldwide. It is also
coming to airplanes, such as Lufthansa’s aircraft.*® Tracking appointments,
reading and sending e-mail, and connecting to the Web have never been easier.

Sweeping changes in communications technology have opened unusual
opportunities. To better understand these changes, keep in mind that the first
transatlantic telephone cable carried only 35 simultaneous calls.** Lucent
Technologies’ Bell Labs wave division multiplexing technology splits a single
beam of light into multiple colors. Each color acts as a separate communication
channel within an optical fiber, increasing the fiber’s capacity.’® New telephones
let you send and receive e-mail, talk to a person by telephone, surf the Web,
send and receive text messages, and take digital images . . . from anywhere.’!

Electronically based measurement systems monitor manufacturing processes
in modern factories and collect sales data at store checkouts. Microchip
transmitters embedded in clothing let manufacturers track a garment from the
factory to the end user.’? Other computer technologies digitize information
directly from voice interaction and handwriting on a digital tablet. Handheld
computers help retailers track inventories and send orders electronically.
Navigation satellites let trucking and shipping firms track entire fleets.
Communication satellites allow managers to talk to drivers and ship captains
anywhere in the world.
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E-mail, voice-mail, videoconferencing, and teleconferencing, which are now
widely used, will increase in use in the future. Videoconferencing adds a two-
way video connection to the now common teleconference. Many organizations
have replaced or supplemented their e-mail systems with voice-mail systems.
Oral messages, not written ones, appear in a person’s electronic mailbox.

Social networking sites such as Facebook and MySpace link people in widely
dispersed locations. Twitter also helps people interact worldwide, although with
shorter messages. AOL’s Instant Messenger features quick links to people with
whom you wish to link. Such sites have an almost addictive quality, bonding
people to the site and to each other.>

The revolution in materials technology and engineering that is now unfolding
will continue into the future. Some materials already in use are carbon fiber
composites and optical fibers, the basis of tennis rackets and communication
cable, respectively. Others, such as superpolymers, amorphous metal alloys, and
superconductors, add to a growing list of human-created materials. Innovations
in product ideas and technological solutions no longer depend on naturally
existing materials.>*

New materials have replaced steel and aluminum, making it possible to build
lighter cars and trucks that can carry heavier loads. New ceramics technology
allows designing jet engines with more thrust. The new engines weigh less than
aluminum engines, letting larger planes go longer distances with more people
and cargo.

Increasingly organizations will create internal networks called intranets and
connect to the Internet. These networks have changed the way people interact
and have changed the ways managers should think about their roles. Employees
in any part of the organization, even one with wide-ranging global operations,
can interact effortlessly.

Manufacturing features agile manufacturing processes that keep almost no
inventory and use computer-based technology to directly link with customers
or end users. These processes are cost-effective and competitive in producing
both single custom-made items and large production runs, all within the same
manufacturing plant. The products moving through these processes can differ
from item to item.>

Further innovations in manufacturing will occur because of advances in
computer-assisted manufacturing (CAM), computer-integrated manufacturing
(CIM), modern materials, robotics, laser cutting and bonding methods, and the
like. The list is almost endless. No one can predict all future manufacturing
process technologies.

Internet technology will let suppliers receive parts orders as a manufacturer
updates a manufacturing schedule in real time. Ford Motor Company, for
example, has built an impressive intranet—Internet system that links 120,000
workstations worldwide.>® The precision of the system lets a car seat supplier
know the color sequence of the next shipment of seats. Workers uncrate the blue
seats at the seat installation station as the blue cars reach the station.

Managerial roles have changed because managers have people in scattered
places. Computer networks act as coordinating mechanisms, replacing face-to-face
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interaction. Many employees now telecommute, or work from their homes, using
computing and communication technology.®’

New management strategies have flexibility as a key feature. Such flexibility
pervades the design and response of manufacturing and service operations. It
includes a thorough understanding of customer needs and variations among
markets. The latter are especially true for companies that compete globally.
Markets in different countries feature high diversity even between countries that
are not far apart. Management must respond to those differences by treating
the customers of the different countries in the way they expect. For example,
the giant insurance company AIG has local agents collect monthly premiums
at each insured’s home in Taiwan, but uses electronic bank transfers in Hong
Kong.>®

With strategy that emphasizes flexibility and customer needs, a decentralized
organizational design is needed to reach the organization’s goals. This
organizational design moves decisions down to the lowest level in the organization,
where fast responses meet shifting markets and customer needs. The close
ties to both suppliers and customers require cross-functional teams that tightly
integrate many parts of the total business process. Local teams with broad decision-
making and problem-solving authority will help even large organizations
decentralize. The modern information technologies described earlier help the
most globally dispersed organization reach decentralization on a scale previously
not possible.

Organization-wide, self-managing teams are another management change
produced by new technologies.’® An organization forms such teams around a
specific customer base or product. In the first case, such teams make all decisions
in response to customer needs. In the second case, teams can conceive, design,
build, and market a product or service. In both instances, the self-managing teams
are involved in all parts of the business process affecting a product or customer.
Such teams also become involved in the hiring process by doing much of the
selection and early socialization of new employees.

Companies also can link to various partners over the Internet, creating the
“virtual organizations” described in Chapter 17, “Organizational Design.” Aditi
Inc., for example, offers software users customer support with a twist.® Based
in Seattle and Bangalore, India, the company provides 24-hour support. After
U.S. workers go home, messages transfer over the Internet to Bangalore. The
reverse happens at the end of the Indian workday. Customers get almost
immediate response, no matter what their time zone.

The Internet is bringing fast changes to worldwide commerce. Forecasters
predict multibillions of dollars in Internet commerce into the future. The biggest
growth areas in such commerce are computers, catalogs, books, and software.
Amazon.com Inc., the online bookseller, offers 3,000,000 titles, outstripping
Barnes & Noble’s 175,000 titles. Setting up commercial Web sites is now so
simple that it has created a flood of upstarts that are a new generation of
competitors in many industries. The ability to reach many more customers and
to offer them many more products is a major distinction between Internet
commerce and physical business.®!
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THE GLOBAL ENVIRONMENT OF ORGANIZATIONS

The global environment of organizations demands that modern managers have
an international focus that was not required before. Modern managers must begin
to think beyond the domestic environment of their organizations. Now, the world
is their environment and will become more so in the future. For some
organizations, thinking internationally means finding new markets outside the
home country; for others, it means becoming a multinational organization
operating in many countries; and, for yet others, it means becoming a
transnational organization whose decisions are not limited by country boundaries.
Modern managers must think of the entire planet as a source of labor and
materials, places of production, and markets.®”> The world economy of the
twenty-first century is so highly interconnected that positive or negative shifts
in a major economy can echo throughout the world.®

Modern technology both enables and compels a global view.** Thanks to
modern aircraft, international travel is common and fast. Telecommunication
satellites let information in all forms move quickly from country to country.
Managers of the same company working in different countries can easily hold
videoconferences. Communication technologies such as the Internet smash
country boundaries, letting people in different organizations interact with little
concern for place and time.%

Advances in technology are not the only reasons modern managers are taking
a global view. Regional trade agreements are opening vast new markets,®
possibly increasing the competition faced by a firm. The North American Free
Trade Agreement (NAFTA) opened the borders of Mexico, Canada, and the
United States to easy movement of goods, capital, and services.®” Europe took
similar steps to encourage free trade among its countries. The movement of many
European countries to a single currency (the euro) should enhance freer trade
among its users.®®

Many countries have dropped or plan to drop trade barriers that have prevented
easy access to their markets. Many Latin American countries are moving toward
freer trade.® South Korea is letting outside companies operate within its borders.
The growing Korean middle class wants quality foreign-made goods, presenting
rich new markets to managers with a global view.”” Several Southeast Asian
countries want Western products and are eager to form joint ventures with foreign
firms.”!

The combination of sweeping technological and market changes presents
major opportunities to managers with a global orientation. Large California
winemakers increasingly look to world markets for their products. The strategic
reason is simple. Domestic consumption has increased by about 5 percent a year.
Japanese consumption has jumped a startling 83 percent.”?

Global opportunities are not limited to large organizations. For example, Blue
Sky Natural Beverage Co. of Santa Fe, New Mexico, has successfully entered
markets in Japan, Singapore, and the United Kingdom. Although Blue Sky is a
small company without the resources of a multinational giant, its founders saw
a new market for their products, worked toward it, and successfully entered it.”



THE CONTEXT OF MODERN ORGANIZATIONS

39

Thinking globally raises many issues for managers. An obvious difficulty is the
language difference among countries. Words carry many meanings in different
cultures and contexts. Profit and market likely do not suggest negative images for
many Westerners. These same words, whether spoken in English or Russian, remind
many Russian managers of chaos and social injustice, a mindset inherited from the
earlier Soviet era.” Managers who form partnerships with local businesspeople or
learn the language themselves can help solve the language problem.

More difficult are the issues that stem from the cultural differences among
countries. Understanding these differences can be difficult, because outsiders
are often not even aware of them. Modern managers need to develop a global
mindset—an inclination and ability to understand cultural differences and
synthesize those differences across cultures.”

Cultural differences affect how a company enters markets, the way it markets
goods or services, how it deals with labor laws, and how it builds a loyal customer
base. McDonald’s restaurants outside the United States serve their traditional
line of hamburgers, but tailor their menu to local tastes. Consumers can get
vegetable McNuggets in New Delhi, India, or a McHuevo (hamburger with fried
egg) in Montevideo, Uruguay.”®

Many cultural differences appear in people’s orientation to space and time.””
North Americans ordinarily stand 5 to 8 feet apart while speaking. In Latin
American cultures, people stand much closer. When a North American speaks
to a Latin American in that person’s home country, the Latin American moves
close to the North American, who then feels uncomfortable and backs away.
The Latin American might perceive the North American as cold and distant, an
unintended communication of the nonverbal behavior.

Orientations to time and the meaning of time differ among cultures. Latin
Americans view time more casually than North Americans. The latter value
promptness in keeping appointments, a nonverbal behavior that is even more
strongly emphasized by the Swiss. A North American or a Swiss might feel
insulted if people were late for an appointment, although no insult was intended.

Egyptians usually do not look to the future, a state they define as anything
more than a week away. South Asians think of the long term as centuries, not
the typical five- or ten-year view of North Americans. The Sioux Indians of the
United States do not have words for “time,” “wait,” or “waiting” in their native
language. You can readily see that misunderstandings about time could arise in
a face-to-face business meeting of people from different countries or among
people in a culturally diverse workforce.

A major issue faced by managers of multinational organizations is the set of
values they want globally dispersed operations to have. Do they want the values
of the home country to dominate, or do they want to adopt those of the local
culture? Managers who want their international units to hold the values of the
home country place people from the home country in charge of those units.
Organizations that hire local people for management positions often first socialize
them to the major values of the home country organization. Hewlett-Packard
has followed this practice for its worldwide operations. Managers know the “HP
Way,” whatever their national origins or the country in which they work.”®
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Cultural differences also define acceptable management behavior and preferences
for organizational forms. One large cross-cultural research program found five
cultural dimensions that imply management and organizational differences in
different countries.” Although the research program had some methodological
problems, these cultural dimensions are useful for an initial understanding of
cultural differences in management behavior.* The five dimensions are:

B Power distance: Degree of inequality among people that a culture considers
normal.

Uncertainty avoidance: Value placed on predictability, structure, and stability.
Individualism: Value placed on individual behavior, acting alone and not
as part of a group.

Masculinity: Value placed on decisiveness, assertiveness, independence, and
individual achievement.

Long-term orientation: Value placed on persistence, status, and thrift.%!

High

Variations along the power distance
and uncertainty avoidance dimensions

Austria
Germany
Israel

I United States
Canada
The Netherlands

Denmark
Sweden
Republic of Ireland

Uncertainty avoidance

Mexico
Panama
Guatemala

1I

China
Malaysia
Singapore

have especially strong implications
for management and organizations.
Figure 2.2 shows the position of
several countries on these dimensions.
The countries in each quadrant scored
toward the low or high ends of the

11T

dimensions. Those in the center of the
figure had midlevel scores.

v

Low

Figure 2.2: Cultural Differences in Uncertainty Avoidance and

Power Distance

Source: Hofstede, G. 2001. Culture’s Consequences: Comparing Values, Behaviors,

Institutions, and Organiza
Publications, pp. 150—52.

People in quadrant I countries prefer
well-defined procedures and clear
organizational structure. Rules and
procedures guide daily behavior, with
managers settling only exceptional
matters. Quadrant II countries tend to
use formal authority for coordination
and simple structures that emphasize
senior management’s role. People in quadrant I1I countries rely less on formal rules
and organizational form and more on direct interpersonal interactions to coordinate
work activities. Quadrant IV countries rely on simple organizational forms and
direct supervision. The countries in the center of the figure rely on middle
management to coordinate activities and to specify the desired results.

The country positions shown in Figure 2.2, and discussed previously, can
change as a country’s external environment brings forces of change to a society.
Managers should assess current values of a country’s culture before concluding
about preferred management behavior and organizational forms.®?

Because preferences for management behavior and organizational forms differ
among cultures, each remaining chapter of this book has a separate part focused
on the international issues surrounding the chapter’s topics. Chapters 7 and 8 on

High
Power distance

tions Across Nations, 2nd edn. Thousand Oaks, Calif.: Sage
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motivation, for example, discuss the international implications of motivation.
Chapter 12 on leadership discusses leadership issues raised in various countries.
Those parts of each chapter are important sources of information as you begin
to think more globally about managing behavior in an organization.

SUMMARY

This chapter introduced you to four topics that are at the center of managing
modern organizations: workforce diversity, quality management, technology, and
the global environment of organizations.

The Bureau of Labor Statistics’ projections show the workforce becoming
increasingly diverse. A diverse workforce presents managers with major
opportunities to harness diverse talents in the pursuit of organizational goals.
That same diverse workforce presents managers with the challenge of managing
conflict that can come from diversity in a functional way.

Quality management (QM) is a system of management built upon work
dating to the 1920s. QM has its roots in manufacturing, but it can help bring
major improvements to any organization. It applies to managing all types of
organizations and their internal processes. Those with QM training have a
strong customer focus and a passion for continuous improvement in meeting
customer wants and needs.

Massive changes in computing power and computer features, combined with
communication technology, have revolutionized much of what organizations and
managers now do and will continue to do into the future. People in organizations
often interact using computer and Internet technology. The combined effects of
all technologies have changed managers’ roles and the design of many
organizations.

Modern technology and increasingly freer trade areas demand an unprecedented
international view from modern managers. Organizations that want to expand
their markets and profitability require managers with a global view. Managers
can now regard the entire world as a source of labor, materials, customers, and
places of production. Such a global view implies the need to understand different
cultures, different views, and different ways of doing an organization’s work.

REVIEW AND DISCUSSION QUESTIONS

1 Discuss the predicted future changes in the composition of the U.S.
workforce. Compare that workforce profile to your work experiences.
What issues have you or will you face in a highly diverse organization?

2 Workforce diversity has its roots in affirmative action and EEO. Discuss
whether managing for diversity is the same as those programs. Does
managing for diversity require a different view of people with varying
characteristics and backgrounds?
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3 Discuss the major features of quality management. How does it differ
from an inspection-based, quality control system? What values does
quality management ask all employees of an organization to accept?

4 Moving to quality management is a major organizational change for
most organizations. Discuss some factors that could impede such a
move. Would organizations that do not move to quality management
suffer competitively in the global marketplace?

5 Reflect on the technological changes discussed earlier. Discuss the
specific technological changes that will affect you in your work role.

6 Discuss the issues that a global orientation raises for managers. Are
those issues problems or opportunities for modern managers? How do
you expect those issues to affect you in your work career?

7 Reflect on the types of businesses that are prominent in your area.
Would any of them benefit from having a global view of their markets?
Is it realistic for managers in those companies to look beyond domestic
borders to find opportunities elsewhere?

TAKE FIVE: OB ALIVE: IN BRUGES (2008)

Ray (Colin Farrell) murders a priest as directed but also kills a young boy
accidentally. Because of the error, Harry Waters (Ralph Fiennes) sends
Ray and Ken (Brendan Gleeson) to Bruges, Belgium. They each react
differently to this beautiful Flemish city.

These scenes appear early in the film. They start with a panning shot
of a Bruges skyline (DVD Chapter 1, “Medieval Town,” 0:03:29). The
scenes end as Ken watches Ray from the tower (DVD Chapter 2,
“Terrible Tourist,” 0:06:47).

Consider the following questions while watching the scenes. What
aspects of this culture do you notice? Is Ray open to foreign culture
experiences? Does Ken react differently to the Bruges culture?
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Chapter 3

ETHICS AND BEHAVIOR
IN ORGANIZATIONS

After reading this chapter, you should be able to

B Define ethical and unethical behavior.

B Discuss why some scholars believe “It's good business” to do business
ethically.

B Know the functions of ethical values and standards for individuals and
societies.

B Describe the various ethics theories and the guidelines each offers.

B Explain how to manage for ethical behavior in an organization.

B |dentify some international aspects of ethical behavior in organizations.
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Managers will feel growing pressure from the public
and government to behave ethically in all business
transactions. This pressure will affect employees of
all types of organizations, whether public or private.

Ethical behavior is behavior viewed as right and
honorable; unethical behavior is behavior viewed as
wrong and dishonorable.! These straightforward
definitions raise tough questions for managers and
their organizations. First, what standards should they
use to judge behavior as ethical or unethical? Second,
how should the adjectives used to distinguish ethical

I Chapter Overview

Ethical and Unethical Behavior
“It's Good Business”

Ethical Issues in Organizational
Behavior

Ethics: The Study of Moral Philosophy

Ethical Values of Societies and
Individuals

from unethical behavior be defined? Right and
wrong have different meanings to different people.
Standards of ethical behavior also vary from one
country to another. When issues of ethics combine
with the growing opportunities for global business,

Ethics Theories
Utilitarianism

the complexity of ethical questions in organizational Rights
behavior becomes clear. Justice
Questions of ethics and ethical dilemmas abound Egoism

in organizations and affect management decisions. Is
it ethical for an organization to withhold product
safety information? Is it ethical for a person to use
knowledge about human perception to affect the
perception of an organization’s customers or
employees? Is it ethical for an organization to refuse
to improve the quality of its products or services when customers do not demand
it? Those are only three ethical questions from an almost endless list that
managers face.

Only a few in-depth studies of managers and ethical behavior exist. This type
of research requires the cooperation of organizations and their managers, which
is often hard to get.? Robert Jackall’s Moral Mazes documents the complex and
perplexing world of management decision making, where ethics often are not
specific decision criteria.® Instead, managers find their decisions bound by
context, leading to a situational form of ethics. Veteran managers navigate such
moral mazes in ways that let them survive and succeed in their organizations.

Barbara Toffler’s study of ethics and management reinforces this view of
ethical ambiguity in management decisions.* Her extensive interview data
showed that ethical dilemmas are common in management decision making and
that the choices between right and wrong are not always clear. Although ethical
concerns pervaded management decisions and actions, managers rarely used
explicit ethical criteria during the decision process.’

The USA Today/Gallup annual honesty and ethics polls show that the public
does not view business executives as pillars of ethical behavior.® Figure 3.1 shows
results for executives and other selected occupations. When people were asked
which occupations they believed had “very high” or “high” ethics, nurses,
pharmacists, and other medical occupations ranked among the highest. Business

Legal Views
Ethical Views

Ethical Values of Societies
Ethical Values of Individuals

Managing for Ethical Behavior

International Aspects of Ethics
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executives, members of Congress, and car salespeople ranked among the lowest.
People in the United States do not have a particularly positive view of ethics
and behavior in many organizations.

ETHICAL AND UNETHICAL BEHAVIOR

Ethical behavior is behavior judged as good, right, just, honorable, and praiseworthy.
Unethical behavior is behavior judged as wrong, unjust, dishonorable, or failing
to meet an obligation.” The judgment of behavior as ethical or unethical is based
on principles, rules, or guides that come from a specific ethics theory, character
traits, or social values.® A later section of this chapter describes several ethics theories
that you can consider for guidelines in behaving ethically.

The definitions of ethical and unethical behavior pose two nagging issues:
the difficulty of finding a standard for judgment on which all reasonable people
can agree, and the problem that good and bad or right and wrong have different
meanings to different people and different societies.

More confusion and controversy come from the distinction between what is
subjectively and objectively ethical.” A person’s action is subjectively ethical
if that person believes he acted ethically. A person’s action is objectively ethical
if that person acted according to a rule or law. The same distinction applies to
unethical behavior that the person intended (subjectively unethical) and unethical
behavior that violates an established rule or law (objectively unethical).

Nurses

Druggist/pharmicists

Bankers

Business executives

Congressmen g

Car salesmen

_/'\///\
| | | | | | | |
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Figure 3.1: USA Today/Gallup Opinion Polls on Honesty and Ethics in Various Occupations
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Contflict can arise when a person believes he behaved ethically and others
who observed the behavior believe that person broke a law or rule. For example,
doing business efficiently in some countries requires paying bribes. Some firms
prohibit such bribes. A manager who pays bribes because he believes it is ethical
in a particular country (subjectively ethical) violates his employer’s policies
(objectively unethical). Conflict can then arise between the employee and the
employer over such behavior.!°

“IT'S GOOD BUSINESS”

A basic assumption underlying this chapter is that doing business ethically is
good for business. That is the position of Robert C. Solomon, a philosophy
professor at the University of Texas, Austin, and Kristine Hanson, a New York
businessperson. Together, they have written about business ethics and presented
ethics workshops around the country.'!

Solomon and Hanson argue that ethics is the keystone for smooth, effective,
and efficient operation of business organizations. If we cannot trust another
person’s word or feel confident that a person will keep contractual agreements,
business as we now understand it would stop. Although some businesspeople
behave unethically and are not caught, unethical behavior can have long-term
negative effects on a business. Customers who feel cheated will not return,
will sue, or will report the business to law enforcement agencies. Ethical
businesses develop a reputation of fair business dealings and concern for the
effects of their decisions on society. They likely will face fewer punitive or
regulatory efforts.

Solomon and Hanson take a long-term view of ethical management. They
note that behaving ethically can be more costly in the short term than behaving
unethically. For example, when a business adds safety equipment not required
by law to a manufacturing operation, and another business in the same industry
does not, the first company has higher manufacturing costs than the second
company. Although such ethical concerns can enhance the reputation of the first
firm, its higher costs could make it less competitive.

ETHICAL ISSUES IN ORGANIZATIONAL BEHAVIOR

The organizational behavior topics discussed in this book raise many ethical
issues and questions. Each chapter has a separate section that discusses the ethical
issues suggested by the behavioral topics of the chapter. The material developed
in this chapter plays a central role in those discussions. After reading this
chapter, you might want to read ahead and sample the ethical discussions in
later chapters.

People who have knowledge of organizational behavioral processes can
strongly affect other people’s behavior. Having such knowledge raises questions
about whether it is ethical to affect the behavior of others without their consent
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and free will. For example, behavior shaping is a central topic in the motivation
chapters. The ethical questions about behavior shaping center on having a
person’s explicit and free consent to use the shaping process. Discussions about
stress in organizations raise ethical issues about the obligation of managers to
reduce dysfunctional stress. The remaining chapters of this book treat those
questions and many others like them.

ETHICS: THE STUDY OF MORAL PHILOSOPHY

Ethics is the branch of philosophy that tries to develop a logical and systematic
set of principles that define ethical behavior.'? Some call ethics moral philosophy.
An essential feature of ethics and moral philosophy is its reflective quality—
sitting back, looking at the way things usually are done, and asking how they
ought to be done."3

Ethicists have debated the extent to which an ethical system is absolute or
relative.'* Ethical absolutism holds that a system of ethics applies to all people,
everywhere, and always. The absolutist refers to an authority such as a religion,
custom, or written code for support. Ethical relativism says that ethical behavior
is whatever a person or society says is ethical. An ethical relativist sees ethics
as based on personal feelings or opinion and rejects the view that moral
judgments have objective validity.

A position halfway between the absolutist and relativist extremes sees ethics
and moral judgments as changing over the course of human history. What is
right (or wrong) at one point in the development of a social system can be wrong
(or right) at another point in its development. According to this view, ethical
systems evolve with the requirements of a social system so people in that system
can behave in ways they judge acceptable.

Only you can decide which position best defines your feelings and beliefs
about ethics. You will find that variations in ethical systems around the world
present modern managers with extraordinary conflicts about right and wrong in
their business decisions.

ETHICAL VALUES OF SOCIETIES AND INDIVIDUALS

Both societies and individuals develop systems of ethical values that serve
important functions for them. This section describes how ethical values develop,
their functions, and the ways in which they change.

Ethical Values of Societies

All societies have ethical standards that define the behavior they see as right,
desirable, and good. The language of all societies distinguishes between good
and bad, right and wrong, and desirable and undesirable. Ethical standards can
be unwritten, as in preliterate societies, or written, as in literate societies.'>
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Ethical systems serve important social functions. They encourage collaborative
efforts of organized social forms, providing rules that bring predictability to
behavior, and help settle clashes of interest. In a world of scarce resources, ethical
systems set standards for the allocation of those resources to competing parties.
In short, such systems provide “recipes for action”!® that can reduce internal
strife and help a society survive.

Ethical systems are dynamic, not static. Ethical standards must serve the basic
needs of the members of a society, or they will be changed. Standards that
members of society view as rewarding are kept; other standards might be
discarded or revised. Such change is often slow and evolutionary as events unfold
within and around a society.

Intercultural contact and the diffusion of ethical standards from one culture
to another also can change a society’s ethical system. If many people are
frustrated by the existing standards, acceptance of the new standard can be quick.
Similarly, a society might quickly adopt another country’s standards if it
perceives them as having high prestige. In a world of extensive personal, audio,
and video contacts among societies, diffusion of ethical standards and conflicts
among standards are especially likely to occur.

Ethical Values of Individuals

Individuals develop their ethical values from societal-level values that they learn
from their family, religious training, peers, education, and life experiences.!” The
earliest source of ethical values is one’s family. The young child learns acceptable
behaviors during early family socialization processes, developing an internal
ethical standard both by instruction from others and by observation. As a person
goes from infancy to adulthood, he develops more complex thinking patterns
with which to assess life experiences.'® Those patterns include the person’s ethical
values. Although people from the same society will have similar systems of ethical
values, differences will exist, and those systems can change over time."”

People go through three stages of moral development. Some theorists
believe that men and women have different experiences at each stage and can
end up with different views of morality.

The left side of Figure 3.2 shows the stages Predominantly male Predominantly female

attributed mainly to men. The stages move
from an individually based understanding of

Preconventional Focus,on sel
morality to a societal one and then to a (Individyal view) (Concerned }’ﬁh sufvival)
universal moral view. That moral view is Y Y

. . . . . Conventional Focus on othe
labeled an ethic of justice, because it applies (Societgl view) (self-sacrifi
moral rules to determine what actions are fair. v Y
Each stage has different characteristics during Principled Reflective undefstanding

. . Universal vi
its early and later periods.?° (Univetsatigicw)

Preconventional is the first stage of moral
development. This stage characterizes most
children under age nine, some adolescents,

Ethic of justice

Ethic of ¢are

and many criminal offenders. In the early Figure 3.2: Stages of Moral Development
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period of this stage, the person is self-centered, does not consider anyone else’s
viewpoint, and obeys rules because authority backs them. Moral behavior is
almost entirely a function of avoiding punishment. In the later period of this
stage, the person becomes aware of the interests of others and the conflicts that
arise among multiple interests. Moral behavior, though, stays focused on meeting
one’s personal interests.

Conventional is the second stage of moral development. This stage
characterizes most adolescents and adults. It features a growing awareness of
the expectations important to other people. A person at this stage has learned
the importance of trust and loyalty in interpersonal relationships and accepts
that mutual agreements take precedence over self-interest. This stage also
features the internalization of the moral norms of the person’s group or society.
The latter part of the conventional stage features an awareness of the surrounding
social system. A person fully developed at this stage believes moral behavior
strengthens the social system.

Principled is the final stage of moral development. A person usually does
not reach this stage until age 20 to 25, and many adults never reach it at all.
This stage is called principled because it features the development of moral
principles that guide the behavior of those who reach this stage. These moral
principles emerge after the person critically assesses the norms accepted at
the conventional stage and concludes that universal moral principles exist,
such as the right to liberty. People at the latter part of this stage have a fully
developed moral point of view centering on two beliefs: (1) A person’s actions
must always be guided by freely chosen moral principles, and (2) each person
must be treated as a free and autonomous individual. Those principles might
conflict with existing law. When they do, the person must follow the moral
principle.

The right side of Figure 3.2 shows the three stages of moral development that
lead to an ethic of care. A person with this moral view judges actions based on
empathy for others and the person’s relationships with them. Some theorists
believe an ethic of care and its stages of development are more characteristic
of women than men.?!

The first stage features a strong focus on self, with the intent of ensuring
survival. This stage is similar to what men usually experience in the preconventional
stage, but women often engage in self-criticism for being selfish. The transition
to the second stage features moving from a self-focus to a focus on others.
People who focus on others and on personal relationships consider actions
moral that take into account other people involved in the situation. They focus on
feelings, emotions, and the unique qualities of the situation in which the act
happens.

In the third stage, the person enters the most mature stage, characterized by
reflective understanding of caring for others. This stage features not only a
strong focus on caring for others as the basis of moral action, but also a balanced
view of the self in moral decisions. When choosing an ethical course of action,
people in this stage consider the context of behavior, the people in that context,
emotions, and feelings.
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An ethic of justice refers to abstract rules with little reference to feelings,
emotions, and relationships with people. It uses rules to mediate conflicts that
often arise when emotions enter the arena of moral decisions. An ethic of care
integrates feelings, emotions, and personal relationships. It is based on the notion
that self is interdependent with others, an interdependence that cannot be ignored
in moral actions.

The idea that differences in moral development and moral point of view might
be gender based sparked heated debate between moral philosophers and moral
psychologists.?> An analysis of data from 20,000 people in 66 samples found
slight differences between the ethical perceptions of men and women. Women
tended to have a slightly higher ethic than men. Other quantitative statistical
analyses found small differences between men and women. One nonquantitative,
or what academic researchers call qualitative, research study found differences
consistent with an ethic of care.??

A conservative interpretation of all empirical evidence says people do not
have a single moral view that they bring to moral dilemmas. Both men and
women use a justice or care view, although they can prefer one to the other.
The choice of moral view can vary with the specific moral dilemma. Both men
and women may apply a justice view to rights and justice problems and a care
view to moral dilemmas involving social relationships.

ETHICS THEORIES

Four major ethics theories have evolved in the Western world.?* This section
describes each theory, its expected results, and objections to each theory.
Figure 3.3 summarizes the main features of each theory.

Utilitarianism

Utilitarianism asks a person to examine the effects of an action to decide
whether the action is morally correct under utilitarian guidelines. An action is
morally right if its total net benefit exceeds the total net benefit of any other
action. Ultilitarianism assumes a person can know and assess all costs and
benefits of his actions. The assessment of all future net benefits includes any
significant indirect effects. An action is right if it yields the most benefit for
everyone affected by the action, including the person doing the action.
Utilitarianism forces a single actor to view the effects of an action on many
others. Utilitarianism has two forms. Act utilitarianism asks a person to assess
the effects of all actions according to their greatest net benefit to all affected.
Under rule utilitarianism, a person assesses actions according to a set of rules
designed to yield the greatest net benefit to all affected.

Act utilitarians hold that lying is right if it produces more good than bad.
Because they always assess the effects of actions, they reject the view that one
can judge actions as right or wrong in themselves.
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Utilitarianism An action is morally right if the total net benefit of the
action exceeds the total net benefit of any other action.

Act utilitarianism ——~ ~<—— Rule utilitarianism

Right-Based Ethics A right is a person’s just claim or entitlement.

Negative rights: Do not interfere with another person’s rights.
Positive rights: A person has a duty to help others pursue their rights.

Justice-Based Ethics Theory of distributive justice
(Rawls)

The principle of equal liberty

The difference principle

The principle of fair
equality of opportunity

Egoism Individual ethical egoism asks a person to judge his actions only by their
effects on his interests.

Universal ethical egoism asks a person to weigh the effects of his actions
on his interests; some universal ethical egoists also consider the interests
of others.

Figure 3.3: Main Features of Each Ethics Theory

Rule utilitarianism offers moral rules that should yield the most utility if
everyone follows them. A person does not weigh the utility of each action.
Instead, he compares the action to the rules to see whether it is moral according
to those rules. Two principles are central to rule utilitarianism:

B An action is morally right if it is required by correct moral rules.
B A rule is correct if the total utility from everyone following the rule is more
than the total utility of an alternate rule.

Unlike an act utilitarian, a rule utilitarian does not accept an action as right if
it maximizes net benefits only once. Rule utilitarians assess the morality of their
actions by referring to a set of absolute rules about what is right or wrong.
Moral philosophers have raised objections to utilitarianism based on the
limits they see in its approach to ethics. One objection is that utility can have
many different meanings, making it hard to measure for different people.
Utilitarianism requires an assessment from the position of the actor because it
is not possible to measure objectively the costs and benefits for all people affected
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by an action. A second objection is that some benefits or costs, such as life and
health, are hard or impossible to measure. The costs and benefits of uncertain
future results of an action are also difficult to assess. Lastly, what should a person
count as a cost or a benefit of an action? This objection focuses on the difficulty
of identifying all costs or benefits of an action and on the different ways various
social groups value the effects of an action.

Utilitarians reply that the costs and benefits of many decisions can be assessed
from their monetary equivalents. The benefits of safety equipment in automobiles,
for example, can be assessed from the dollars saved in physical damage to people
and property. Utilitarians also say precise measurement and full specification
of all possible effects of an action are not required by utilitarianism. They ask
only for an explicit statement and analysis of effects, recognizing that some
measurements will be less accurate than quantitative measures.

Other objections have focused on utilitarianism’s approach to moral issues
of rights and justice. These objectors say an action that is morally right by
utilitarian rules can also violate people’s rights or lead to injustice. For example,
a company that is deceptive during contract negotiations might win the contract
to the benefit of its employees. In doing so, however, the company violated the
other party’s right to full disclosure.

Some moral philosophers have drawn two main conclusions about the limits
of utilitarianism: (1) It is difficult to use when an action involves hard-to-quantify
values such as life, death, or health, and (2) it does not deal adequately with
rights and justice. The following sections describe other ethics theories that meet
those objections.

Rights

A right is a person’s just claim or entitlement. The right can focus on what that
person does or on the actions of other people toward him. Rights can exist
because a legal system defines them (legal right) or because of ethical standards
(moral right). Rights let a person do something that is morally or legally correct
or entitle a person to have something that is morally or legally correct for that
person. The purpose of rights is to let a person freely pursue certain actions
without interference from others. Moral rights are universal. They apply to all
people, everywhere, under any legal system.

Rights have three features. First, other people, groups, and society have a
moral duty to respect the rights of others. Second, rights let people pursue their
interests as autonomous equals. The areas protected by rights exist despite any
presumed social benefits that might come from restricting those rights. Third,
rights provide moral justification for one’s actions (i.e., people are not justified
in interfering with another person’s rights, but they are justified in helping that
person pursue a right). For example, although the right to a fair trial is a basic
human right in the United States, employees do not always have a right to due
process within their organizations.

A rights-based ethic rejects the view that the results of actions should be used
to assess those actions or to develop rules for guiding behavior. Rights-based
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ethics express moral rights from the individual’s view, not society’s view. Such
ethics do not look to the number of people who benefit from limiting another
person’s rights. For example, the right to free speech in the United States stands
even if a person expresses a dissenting view. At times, however, utilitarian
concerns can override rights. A society can restrict pollution by an organization
because of its effects on the health of many other people.

Moral philosophers distinguish between negative and positive rights.?’
Negative rights refer to the duty not to interfere with another’s rights. Some
writers have proposed such rights for employees. A right to free speech within
an organization is an example of a basic employee right.?® Such a right would
let people speak out about actions they feel are wrong. Positive rights refer to
the duty to help others freely pursue an interest to which they have a right. Such
rights give people something they cannot provide for themselves, such as a right
to proper health care.

Justice

Justice ethics theories use a comparative process that looks at the balance
of benefits and burdens that are distributed among members of a group or
that result from the application of laws, rules, and policies. Moral philosophers
who propose justice-based ethics argue that just results of actions override
utilitarian results. Justice-based ethicists usually do not consider an action just
if it results in injustice to some members of society, although others benefit from
the action.

The late philosopher John Rawls proposed a theory of distributive justice
in the early 1970s.2” He built his theory on the following three principles:

B The principle of equal liberty: Each person’s basic liberties must equal those
of others. Those liberties must also be protected from attack by others.

B The difference principle: Societies will have inequalities, but must help the
disadvantaged (sick, disabled, etc.).

B The principle of fair equality of opportunity: Everyone must have the same
chance to gain the best positions offered by society.

The principle of equal liberty includes the basic liberties of many Western
societies, such as freedom of speech, the right to vote, and the right to hold
personal property. The same principle also says organizations cannot invade
employee privacy, use bribes to get contracts, or engage in any deceptive
practices. Bribery and deception, for example, restrict a person’s basic liberty
of free choice.

The difference principle clearly implies that a society should care for its most
needy. It also implies that managers of organizations should use resources
efficiently in operating their firms. If they do not, the argument goes, society is
less productive than it otherwise can be. If society is less productive, it cannot
provide as many benefits to the disadvantaged as it could if it were more
productive.
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The principle of fair equality of opportunity says people must be allowed
to advance in society based on their effort, contribution, and ability.
Organizations must select people for jobs based on their ability to do the job.
People who do not have the needed skills and abilities must have equal access
to education and training to let them develop those skills.

Egoism

Ethical egoism is among the oldest and simplest of Western ethical systems.
Moral philosophers distinguish two forms of ethical egoism: individual ethical
egoism and universal ethical egoism. Individual ethical egoism asks a person
to judge his actions only by their effects on his interests. Because this form of
egoism never considers other people’s interests, moral philosophers usually reject
it as a defensible basis of ethics.?®

Universal ethical egoism, although controversial, can include the interests of
others when assessing one’s actions. Universal ethical egoism asks a person to
weigh the effects of his actions on his interests. The assessment is based on
pursuing pleasure and avoiding pain. Although an ethical egoist pursues self-
interest, some egoists consider others’ interests as a way of reaching their ends.
Such egoists consider the interests of others because they want other people to
do the same toward them. Some moral philosophers refer to the latter view as
“enlightened self-interest.”

The objections raised by moral philosophers about ethical egoism focus on
its inability to resolve conflicts between one person’s self-interest and the
interests of another.?” If each person pursues his own interests, and those interests
conflict with those of another person, that party is prevented from pursuing his
interests. Moral philosophers argue that ethical egoism cannot resolve such
conflicts independently of the interests of the involved parties.

MANAGING FOR ETHICAL BEHAVIOR

The demand for ethical behavior in organizations is forcing managers to find
ways of managing for ethical behavior. In managing for ethical behavior,
managers face a dilemma. Moral philosophers agree that ethical behavior
happens because a person freely believes it is the right way to behave. Managers
cannot impose ethical behavior by force. Although they can develop an
organizational culture (see Chapter 4) that supports ethical behavior, the decision
to behave ethically always rests with each person.’

Organizations and their managers have several methods available for
managing for ethical behavior. These methods include codes of ethics, policy
guidelines, decision procedures, standards of ethical performance, disciplinary
procedures for unethical behavior, ethics training, and peer reporting of unethical
behavior.

Codes of ethics are written statements describing behavior prohibited by an
organization because it believes the behavior is unethical.*' Such codes can be
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based on the ethics theories described earlier. Codes can come from industry
associations, professional associations, or individual organizations. Behaviors
most commonly prohibited include kickbacks, illegal political payments,
extortion, inappropriate gifts, and conflicts of interest.>?

Managers can also develop or change policies to improve the ethical culture
of their organizations. Policies are written and usually available to all employees.
Some typical areas covered by organizational policies are the organization’s
ethical responsibilities, employee rights, and work environment quality. Some
writers have suggested that such policies amount to “constitutionalizing the
corporation.”® They can make an organization’s culture more ethical if the
policies are accepted, followed, and enforced.

Decision procedures specify the composition of a decision-making group and
the scope of information the group will use for decision making. Such procedures
aim to change an organization’s decision processes to include more information
about a decision’s ethical effects. A decision-making group for locating a new
plant could include community members and employees affected by the plant’s
design. Information procedures for new product decisions could require a fresh
review of negative test results before a final decision.

Some writers have suggested that organizations develop ethics performance
standards, which then become part of the organization’s performance appraisal
process.** Such standards prescribe required behavior consistent with existing
law and discretionary behavior according to the organization’s ethics policies.
For example, an ethical standard for sexual harassment might say that all
employees shall accept the mandate against sexual harassment in Title VII of
the Civil Rights Act.

Since the late 1980s, interest in employee ethics training has grown.’ The
goal of ethics training is to help the organization avoid governmental and societal
sanctions by preventing unethical and illegal behavior. During training,
employees discuss a code of ethics, organizational procedures for reporting
unethical behavior, ethical frameworks based on ethics theories, and case studies
showing ethical and unethical decisions. Another view of ethics training and
education assumes it can change a person’s basic character.>® The dimensions
of character important for ethical behavior are the person’s capacities for ethical
sensitivity, ethical reasoning, ethical conduct, and ethical leadership. Such
capacities should be the target of development in both university education and
organizational training programs.

A more subtle approach relies on peer reporting of unethical behavior to
persuade employees to comply with an organization’s ethical guidelines.?” Peer
reporting refers to coworkers’ reports of perceived unethical behavior, a form
of whistle blowing directed at someone with whom a person works. A whistle
blower can often experience strong social pressure to overlook the unethical
behavior. Management support for whistle blowers can offset such social
pressure.

Managers can encourage peer reporting by specifying it as a desired behavior
in the organization’s code of ethics. Another way to encourage peer reporting
is to ensure that unethical behavior by one person will have a negative effect
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on many others. For example, an organization might punish an entire group of
workers for one member’s unethical act.

INTERNATIONAL ASPECTS OF ETHICS

A sharp contrast exists between U.S. attitudes toward business ethics and
those of other countries.®® Of the major capitalist nations, the United States
has the highest frequency of reporting ethical violations, the toughest laws,
and the greatest prevalence of organizational codes of ethics. Concern for
business ethics has been more episodic and viewed as faddish in many other
countries.>

Codes of ethics are much less prevalent in Britain, Europe, and Japan than
in the United States. U.S. organizations rely heavily on rules applied equally to
all people. Organizations in other countries rely more on shared values and a
sense of obligation to other people or organizations.** The perceived U.S.
preoccupation with correct behavior prompted the British publication The
Economist to observe, “America must lighten up a bit.”*!

As many organizations become multinational firms, they face additional ethical
questions and issues. Multinational firms operate in many countries and are subject
to the laws of those countries. The legal and social context of globally oriented
organizations can present their managers with ethical dilemmas.*

Legal Views

Some legal views exist to guide ethical behavior in the international environment:
(1) the Convention on Combating Bribery of Foreign Public Officials in
International Business Transactions and related conventions, and (2) the Foreign
Corrupt Practices Act. Note that these are legal views that describe the legality
of actions in the international arena. A separate section discusses some ethical
views.

Late 1998 saw a change in the international community toward ethical
behavior. Twenty-nine members and five nonmembers of the Organisation for
Economic Co-operation and Development signed an ethics treaty. The
Convention on Combating Bribery of Foreign Public Officials in International
Business Transactions (OECD Convention) has strong sanctions for bribery.
The signatories represented economies in the major world regions. China and
India were notable exceptions.®3

Another convention that affects U.S. organizations is the Inter-American
Convention against Corruption, covering activities in the Western hemisphere.
Other conventions focus on corruption in Europe and the Pacific Basin, which
also can affect U.S. organizations. See the citation for details of the various
conventions.*

The Foreign Corrupt Practices Act of 1977 (FCPA) focuses on U.S.
organizations doing business outside the United States. It prohibits a company
from using bribes to get business in another country or to prevent the restriction
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of its business.* Foreign officials, foreign political parties, and foreign political
candidates are the usual targets of bribes. An organization that violates the FCPA
faces a fine between $1,000,000 and $2,500,000, depending on the provisions
violated. Individuals who willfully violate the Act face jail terms of five to ten
years and fines ranging from $10,000 to $1,000,000, depending on the provisions
violated.

The FCPA defines a payment as anything of value, including gifts. Under
the Act, a practice is corrupt if it tries to induce a person in another country to
misuse his official position for the benefit of a company. A practice is also
defined as corrupt by its motive. It is not necessary to complete the practice nor
must it be illegal in the other country.

The FCPA excludes small payments to foreign officials that are required in
the ordinary course of business in many countries. It allows such payments
if they are a usual way of doing business in a country, although they are
bribes according to U.S. values. The Act also allows entertainment and
gifts if they are customary. The need to make small payments to help business
along in some countries has presented many organizations with an ethical
dilemma.

Ethical Views

Two ethical views apply to international affairs and multinational organizations:
cultural relativism and ethical realism. Each takes a different approach to right
and wrong in the international arena.

Cultural Relativism
Cultural relativism refers to ethical value differences among different cultures.
It takes a normative ethical view based on the premise that each society’s
predominant ethical values decide right and wrong.®

A cultural relativist bases his argument on three points. First, moral judgments
are statements of feelings and opinions and are not right or wrong. Second, moral
judgments are based on applicable ethical systems and cannot be judged right
or wrong across cultures. Third, because no way exists to prove whether an action
is right or wrong, the prudent approach is not to claim that it is either right or
wrong. Cultural relativism says managers should behave according to the ethics
system of the countries in which they do business, even if their behavior violates
their home country’s ethics system.

Both classical and contemporary philosophers have rejected cultural relativism
as an argument that codes of ethics cannot cross national boundaries.*’” They
agree, however, that countries vary in what they define as right and wrong.

Ethical Realism

Ethical realism says that morality does not apply to international activities,
behavior, and transactions. The realist arrives at this conclusion by way of some
premises about people’s moral behavior in the international arena. Because no
power rules over international events, people will not behave morally. Because
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others will not behave morally, one is not morally required to behave according
to ethical tenets.*

The realist view just described is the traditional view dating to the philosopher
Thomas Hobbes. A revised view considers the effects of modern international
transactions on people’s behavior. The ethicist Manuel Velasquez has offered
two revised premises setting out his view:

B When other agents do not follow certain tenets of morality, it is not immoral
for one to do the same when one would otherwise be putting oneself at a
significant competitive disadvantage.*’

B Without an international sovereign, all rational agents will choose not to
follow tenets of ordinary morality, when doing so will put one at a serious
competitive disadvantage, if interactions are not repeated and agents are not
able to signal their reliability to each other.>

Velasquez’s second premise marks a major change from the traditional realist
view. The revision substitutes interactions among agents in international markets
for the third-party enforcer (international sovereign) of ethical rules. Many
market interactions are repeated, letting people know whether they can trust each
other in those interactions. It is in those repeated interactions that people must
behave morally in the international arena.

The global environmental effects of certain decisions illustrate the application
of the two principles. The use of chlorofluorocarbons adversely affects the global
environment. The Montreal Protocol Treaty prohibits its signatories from
manufacturing and using such chemicals.’! Because countries that did not sign
the treaty are not bound by it, a multinational firm could decide to move its
chlorofluorocarbon manufacturing operations from a signatory country to a
nonsignatory one. Any other decision would put the firm at a serious competitive
disadvantage compared to a company that moved and continued manufacturing
chlorofluorocarbons. The ethical realist concludes that the decision to move the
manufacture of chlorofluorocarbons is not subject to ethical analysis.

SUMMARY

Ethical behavior is behavior judged as good, right, just, honorable, and
praiseworthy. Unethical behavior is behavior judged as wrong, dishonorable, or
failing to meet an obligation. The judgment of behavior as ethical or unethical
is based on principles, rules, or guides that come from an ethics theory, character
traits, or social values. Some ethics scholars have argued that doing business
ethically is simply good business.

The four ethics theories that can act as guides to ethical behavior are
utilitarianism, rights, justice, and egoism. Utilitarianism asks a person to examine
the effects of his actions to decide whether these actions are morally correct
under utilitarian guidelines. An action is morally right if its total net benefit
exceeds the total net benefit of any other action. A right is a person’s just claim
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or entitlement. The right can focus on what that person does or on the action of
other people toward him. Justice-based ethics theories use a comparative process,
which looks at the balance of benefits and burdens among members of a group
or resulting from the application of laws, rules, and policies. Egoism focuses
on a person’s self-interests, but can also include the interests of others.

Modern managers are feeling increasing pressure to promote ethical behavior
in their organizations, causing them to look for ways of managing for ethical
behavior. Managers can follow three steps to manage for ethical behavior in
their organizations:

1. Understand the composition of the present ethical culture of their
organizations.

2. Improve that ethical culture.

3. Sustain ethical behavior so that it becomes embedded in their organizations.

The section on international aspects of ethics described some legal views,
including the Foreign Corrupt Practices Act (FCPA) and its implications for
managers of multinational organizations. Besides the legal views, ethical views
exist, such as cultural relativism and ethical realism.

REVIEW AND DISCUSSION QUESTIONS

1 Review the discussion of ethical issues in organizational behavior.
Discuss the areas of organizational behavior in which ethical issues have
occurred in your work experiences.

2 Review the ethics theories described in the chapter. What are the
implications for managing behavior in an organization of people having
different ethical systems?

3 Discuss the implications of the argument that behaving ethically makes
good business sense. How common is that view in contemporary
organizations? Reflect on your work experience. Are there instances of
ethical behavior having the positive effects noted in the chapter?

4 Review the discussion about ethical absolutism and ethical relativism.
Discuss the views of each position. Which position applies to modern
ethical issues?

5 Review the sections describing ethical values of individuals and
societies. Discuss the ways both societies and individuals form those
values. Which view best fits your moral development?

6 The chapter had an extended discussion about managing for ethical
behavior in organizations. Discuss the implications of managing
for ethical behavior. What effects do you expect for yourself in the
future?
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7 The chapter discussed two ethical views that apply to international
affairs and multinational organizations. Which of those views do you
hold? What are the implications of the different views for behavior in a
multinational organization?

TAKE FIVE: OB ALIVE: PRIME (2005)

Rafi (Rafael) Gardet (Uma Thurman) tries to bounce back from a nasty
divorce by seeking the help of her therapist, Dr. Lisa Metzger (Meryl
Streep). Young aspiring painter David Bloomberg (Bryan Greenberg)
enters her life, leading to a fast developing romantic and intimate
relationship. Rafi’s therapy sessions include detailed descriptions of her
relationship with David. Unknown to Rafi, David is Metzger’s only son.

This scene begins DVD Chapter 13, “Need to Talk.” Rafi's voiceover
says, “l was married to a man who couldn’t love me.” The scene ends
after Metzger says, “Up until a few weeks ago, | didn't even think my
son had a penis.” She sighs. The film cuts to Rafi and David discussing
these incidents.

Assess the ethical implications of Lisa Metzger’s justification