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   To manage people well, companies should . . . 

elevate HR to a position of power and primacy 
in the organization.       —Jack Welch    
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seasons, there has not been a strong correlation between Wonderlic scores and 

quarterback ratings (a composite index assessing quarterback performance). 

One reporter looking at these results called it a “useless exam.” 

 On the other hand, if you take an average of the Wonderlic scores of the 

quarterbacks for the past eight Super Bowl winners, you get a rather lofty aver-

age of 31. 

Sources: M. Mirabile, “NFL Quarterback Wonderlic Scores,”  www.macmirabile.com/Wonderlic
.htm ; E. Thompson, “Wonderlic Scores of 2010 NFL Starting Quarterbacks and NFL Draft QB 
Prospects,”  Palm Beach Post  (March 10, 2010),  www.palmbeachpost.com/sports/ ; J. Saraceno, 
“Who Knows if This Longhorn Is Short on IQ,”  USA Today  (March 1, 2006), p. 2C; and S. Smith, 
“Wonderlic Test: NFL Should Sack Useless Exam,”  CBS News Sports  (February 28, 2011), down-
loaded on July 3, 2011, from  www.cbsnews.com/ .   

     T  he message of this chapter is that human resource (HR) policies and 
practices—such as employee selection, training, and performance 
 management—influence an organization’s effectiveness.  1   However, stud-

ies show managers—even HR managers—often don’t know which HR practices 
work and which don’t. To see how much you know (before learning the right 
answers in this chapter), take the self-assessment.   

 We just suggested that the most important HR function is hiring the right people. 
How do you figure out who they are? Identifying the right people is the objective 
of the selection process, which matches individual characteristics (ability, experi-
ence, and so on) with the requirements of the job.  2   When management fails to 
get a proper match, employee performance and satisfaction both suffer. As a 
result of the Great Recession and the continued high unemployment rate, there 
are now many applicants for almost every open job position. This makes it more 
important than ever to ensure that your organization has an effective method for 
separating the most qualified candidates from the large number of applicants. 

  How the Selection Process Works 
  Exhibit   17-1    shows how the selection process works in most organizations. 
Having decided to apply for a job, applicants go through several stages—three 

  Selection Practices 

S A L
SELF-ASSESSMENT LIBRARY

   How Much Do I Know About Human Resource Management 
(HRM)? 

 In the Self-Assessment Library (available on CD and online), take assessment 
IV.G.2 (How Much Do I Know About HRM?) and answer the following questions: 

    1.   How did you score compared to your classmates’? Did the results surprise 
you?  

   2.   How much of effective HRM is common sense?  
   3.   Do you think your score will improve after you read this chapter?   

www.macmirabile.com/Wonderlic.htm
www.macmirabile.com/Wonderlic.htm
www.cbsnews.com/
www.palmbeachpost.com/sports/
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are shown in the exhibit—during which they can be rejected at any time. In 
practice, some organizations forgo some of these steps in the interests of time. 
(A meat-packing plant may hire someone who walks in the door, but there is 
not a long line of people who want to “thread” a pig’s intestines for a living.) 
But most organizations follow a process that looks something like this exhibit. 
Let’s go into a bit more detail about each stage.   

  Initial Selection 
 Initial selection devices are the first information applicants submit and are used 
for preliminary rough cuts to decide whether the applicant meets the basic 
qualifications for a job. Application forms (including letters of recommenda-
tion) are initial selection devices. We list background checks as either an initial 
selection device or a contingent selection device, depending on how the orga-
nization handles them. Some organizations prefer to look into an applicant’s 
background right away. Others wait until the applicant is about ready to be 
hired, contingent on everything else checking out.   

   Application Forms     You’ve no doubt submitted your fair share of applications. 
By itself, the information submitted on an application form is not a very useful 

Initial Selection
Goal: Use for preliminary ”rough cuts”
to decide whether an applicant meets
the basic qualifications for a job.

Examples: Application forms,
background checks

Substantive Selection
Goal: Determine the most qualified
applicants from among those who
meet basic qualifications.

Examples: Written tests, performance
tests, interviews

Applicant receives job offer.

Applicant applies for job.

Applicant meets basic qualifications.

Applicant is among best qualified.

Contingent Selection
Goal: Make final check before
making offer to applicants.

Examples: Drug tests, background
check

Applicants who don‘t meet
basic qualifications are rejected.

Applicants who meet basic
qualifications, but are less qualified

than others, are rejected.

Applicants who are
among best qualified, but who

fail contingent selection (positive drug
test, unfavorable background

check), are rejected.

       Model of Selection Process in Organizations    Exhibit 17-1 

 1   Define  initial selection,  and 

identify the most useful 

methods. 
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predictor of performance. However, it can be a good initial screen. For exam-
ple, there’s no sense spending time interviewing an applicant for a registered 
nurse position if he doesn’t have the proper credentials (education, certifica-
tion, experience). Many organizations encourage applicants to apply online. It 
takes only a few minutes, and the form can be forwarded to the people respon-
sible for making the hiring decision. Most major corporations have a career 
page on their Web site where prospective employees can search for available 
positions by location or job type and then apply online. 

 Managers must be careful about the questions they ask on applications. It’s 
pretty obvious that questions about race, gender, and nationality are disallowed. 
However, it might surprise you that other questions also put companies in legal 
jeopardy. For example, it generally is not permissible to ask about prior arrest 
records or even convictions unless the answer is job related.  

  Background Checks     More than 80 percent of employers conduct reference 
checks on applicants at some point in the hiring process. The reason is obvi-
ous: they want to know how an applicant did in past jobs and whether former 
employers would recommend hiring the person. The problem is that rarely do 
former employers provide useful information. In fact, nearly two-thirds refuse 
to provide detailed references because they are afraid of being sued for say-
ing something bad about a former employee. Although this concern is often 
unfounded (employers are safe as long as they stick to documented facts, and 
several states have passed laws protecting truthful information provided in ref-
erence checks), in our litigious society most employers play it safe. The result is 
a paradox: most employers want reference information, but few will give it out. 

 Letters of recommendation are another form of background check. These 
also aren’t as useful as they may seem. Applicants select those who will write 
good things about them, so almost all letters of recommendation are positive. 
In the end, readers either ignore them or read “between the lines” to try to find 
hidden meaning there. 

 Many employers will now search for candidates online through a general 
Internet search or through a targeted search on social networking sites. The 
legality of this practice has come into question, but there is no doubt that many 
employers include an electronic search to see whether candidates have any his-
tory that might make them a dubious choice for employment. For some po-
tential employees, an embarrassing or incriminating photo circulated through 
Facebook may make it hard to get a job. 

 Finally, some employers check credit histories or criminal records. A bank 
hiring tellers, for example, would probably want to know about an applicant’s 
criminal and credit histories. Increasingly, credit checks are being used for 
nonbanking jobs. Kevin Palmer’s offer of a job with a property management 
company evaporated after the company performed a credit check on him that 
revealed a bankruptcy in his past.  3   Despite the trend, because of the invasive 
nature of such checks, employers need to be sure there is a need for them. To 
further complicate matters, however,  not  checking can carry a legal cost. Manor 
Park Nursing Home in Texas failed to do a criminal background check of an 
employee who later sexually assaulted a resident of the home. The jury awarded 
the plaintiff $1.1 million, concluding the nursing home was negligent for fail-
ing to conduct a background check.  4     

  Substantive Selection 
 If an applicant passes the initial screens, next are substantive selection meth-
ods. These are the heart of the selection process and include written tests, 
 performance tests, and interviews.     

 2   Define  substantive selection,  

and identify the most useful 

methods. 
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    Written Tests     Long popular as selection devices, written tests—called “paper-
and-pencil” tests, though most are now available online—declined in use be-
tween the late 1960s and mid-1980s, especially in the United States. They were 
frequently characterized as discriminatory, and many organizations had not 
validated them as job related. The past 20 years, however, have seen a resur-
gence, and today more than 60 percent of all U.S. organizations and most of the 
 Fortune  1,000 use some type of employment test.  5   Managers recognize that valid 
tests can help predict who will be successful on the job.  6   Applicants, however, 
tend to view written tests as less valid and fair than interviews or performance 
tests.  7   Typical written tests include (1) intelligence or cognitive ability tests, 
(2) personality tests, (3) integrity tests, and (4) interest inventories. 

 Tests of intellectual ability, spatial and mechanical ability, perceptual accu-
racy, and motor ability have long proven valid predictors for many skilled, semi-
skilled, and unskilled operative jobs organizations.  8   Intelligence tests have proven 
to be particularly good predictors for jobs that include cognitively complex tasks 
(like learning the ever-more-complex playbooks in the NFL).  9   Many experts say 
intelligence tests are the  single best  selection measure across jobs, and that they 
are at least as valid in the European Union (EU) nations as in the United States.  10   

 Personality tests are inexpensive and simple to administer, and in the past 
decade, their use has grown. The traits that best predict job performance are 
conscientiousness and positive self-concept.  11   This makes sense in that consci-
entious people tend to be motivated and dependable, and positive people are 
“can-do” oriented and persistent. However, concerns about applicant faking re-
main, because it’s fairly easy for applicants to claim they are hard-working, moti-
vated, and dependable when asked in a job application setting.  12   Two reviews of 
studies comparing self-reported personality to observer-rated personality found 
that observer ratings are better predictors of job performance and other behav-
iors.  13   Thus, employers might want to consider asking employment references 
about applicant personality as part of the screening process. 

 As ethical problems have increased in organizations, integrity tests have 
gained popularity. These paper-and-pencil tests measure factors such as 

       Written tests are the heart of the 
selection process at Cabela’s, a spe-

cialty retailer of hunting, fishing, 
camping, and other outdoor 
merchandise. Job applicants 

for Cabela’s contact center and 
retail stores are given a difficult 
150-question test that measures 
the depth of their knowledge of 

outdoor sports. Cabela’s manage-
ment believes that the written tests 
are helpful in determining who will 
succeed in providing customers with 

exceptional service and 
product  knowledge.   
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 dependability, carefulness, responsibility, and honesty; they have proven to be 
powerful predictors of supervisory ratings of job performance and of theft, dis-
cipline problems, and excessive absenteeism.  14    

Performance-Simulation Tests     What better way to find out whether applicants 
can do a job successfully than by having them do it? That’s precisely the logic of 
performance-simulation tests. 

 Although they are more complicated to develop and administer than writ-
ten tests, performance-simulation tests have higher  face validity  (which measures 
whether applicants perceive the measures to be accurate), and their popularity 
has increased. The three best-known are work samples, assessment centers, and 
situational judgment tests. 

  Work sample tests      are hands-on simulations of part or all of the work that ap-
plicants for routine jobs must perform. Each work sample element is matched 
with a job-performance element to measure applicants’ knowledge, skills, and 
abilities with more validity than written aptitude and personality tests.  15   Work 
samples are widely used in the hiring of skilled workers, such as welders, ma-
chinists, carpenters, and electricians. Job candidates for production jobs often 
have a limited period of time to perform a variety of typical work tasks on a 
specially built simulated assembly line.  16   

  A more elaborate set of performance-simulation tests, specifically designed 
to evaluate a candidate’s managerial potential, is administered in  assessment 

centers     . Line executives, supervisors, and/or trained psychologists evaluate 
candidates as they go through one to several days of exercises that simulate real 
problems they would confront on the job.  17   A candidate might be required to 
play the role of a manager who must decide how to respond to ten memos in an 
in-basket within a 2-hour period. 

  To reduce the costs of job simulations, many organizations have started to 
use situational judgment tests, which ask applicants how they would perform in 
a variety of job situations and compare their answers to those of high-performing 
employees.  18   One study comparing situational judgment tests to assessment 
centers found the assessment center was a better predictor of job performance, 
although the difference was not large.  19   Ultimately, the lower cost of the situ-
ational judgment test may make it a better choice for some organizations than 
a more elaborate work sample or assessment center.  

  Interviews     Of all the selection devices organizations around the globe use to 
differentiate candidates, the interview remains the most common.  20   It also tends 
to have a disproportionate amount of influence. Over-reliance on interviews is 
problematic, because extensive evidence shows that impression management 
techniques like self-promotion have a strong effect on interviewer preferences 
even when unrelated to the job.  21   Conversely, the candidate who performs 
poorly in the employment interview is likely to be cut from the applicant pool 
regardless of experience, test scores, or letters of recommendation.   

  These findings are relevant because of the interview’s typical nature.  22   
The popular unstructured interview—short, casual, and made up of random 
 questions—is simply not a very effective selection device.  23   The data it gath-
ers are typically biased and often only modestly related to future job perfor-
mance. Still, managers are reluctant to use  structured interviews  in place of 
their favorite questions, such as “If you could be any animal, what would you 
be, and why?”  24   

 Without structure, interviewers tend to favor applicants who share their atti-
tudes, give undue weight to negative information, and allow the order in which 
applicants are interviewed to influence their evaluations.  25   To reduce such bias 
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and improve the validity of interviews, managers should adopt a standardized 
set of questions, a uniform method of recording information, and standardized 
ratings of applicants’ qualifications. Training interviewers to focus on specific 
dimensions of job performance, practicing evaluation of sample candidates, 
and giving interviewers feedback on how well they were focused on job-relevant 
characteristics significantly improves the accuracy of their ratings.  26   Interview 
effectiveness also improves when employers use  behavioral structured interviews,  
probably because these assessments are less influenced by interviewer biases.  27   
They require applicants to describe how they handled specific problems and 
situations in previous jobs, based on the assumption that past behavior offers 
the best predictor of future behavior. Panel interviews also minimize the influ-
ence of individual biases and have higher validity. 

 In practice, most organizations use interviews as more than a prediction-
of-performance device.  28   Companies as diverse as Southwest Airlines, Disney, 
Bank of America, Microsoft, Procter & Gamble, and Harrah’s Entertainment 
use them to assess applicant–organization fit. So, in addition to evaluating 
specific, job-related skills, managers are looking at personality characteris-
tics and personal values to find individuals who fit the organization’s culture 
and image.   

  Contingent Selection 
 If applicants pass the substantive selection methods, they are ready to be hired, 
contingent on a final check. One common contingent method is a drug test. 
Publix grocery stores make a tentative offer to applicants contingent on their 
passing such a test and checking out as drug-free.   

work sample tests      Hands-on 
simulations of part or all of the work 
that applicants for routine jobs must 
perform.   

  assessment centers      A set of 
performance-simulation tests designed 
to evaluate a candidate’s managerial 
potential.   

Most People Expect Multiple CareersOB Poll

How many careers do you expect to have in your life?

None

1–2

3–4

5+

2%

20%
37%

41%

3   Define  contingent selection,  

and contrast the arguments 

for and against drug testing. 

             Source: Based on J. Yang and A. Gonzalez, “Charles Schwab Survey of 1,000 Adults,”  USA Today  (March 9, 2011), p. 1B. 
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  Drug testing is controversial. Many applicants think testing without rea-
sonable suspicion is invasive or unfair and say they should be tested on job-
performance factors, not lifestyle choices that may not be relevant. Employers 
might counter that drug use and abuse are extremely costly, not just in financial 
terms but also in terms of people’s safety. They have the law on their side. The 
U.S. Supreme Court has concluded that drug tests are “minimally invasive” se-
lection procedures that as a rule do not violate individuals’ rights. 

 Under the Americans with Disabilities Act, firms may not require employees 
to pass a medical exam before a job offer is made. However, they can conduct 
medical exams  after  making a contingent offer—to determine whether an appli-
cant is physically or mentally able to do the job. Employers also sometimes use 
medical exams to find out whether and how they can accommodate employees 
with disabilities. For jobs requiring exposure to heavy physical or psychological 
demands, such as air traffic controllers or firefighters, medical exams are obvi-
ously an important indicator of ability to perform.  

  International Variations in Selection Processes 
 A study of 300 large organizations in 22 countries demonstrated that selection 
practices differ by nation.  29   The use of educational qualifications in screen-
ing candidates seems to be a universal practice, but aside from this, different 
countries emphasize different selection techniques. Structured interviews were 
popular in some countries and nonexistent in others. The study authors sug-
gested that “certain cultures may find structured interviews antithetical to be-
liefs about how one should conduct an interpersonal interaction or the extent 
to which one should trust the judgment of the interviewer.”  30   Other research 
shows that across the Netherlands, the United States, France, Spain, Portugal, 
and Singapore, most applicants prefer interviews and work sample tests and 
dislike use of personal contacts and integrity tests.  31   There was little variation in 
preferences across these countries.      

       Executives of ImageNet Company 
(in red jackets), a Japanese Internet 

retailer, conducted job interviews 
atop Mount Fuji, Japan’s highest 
mountain. Of the 20 candidates 
who applied for one of four job 

openings, 11 succeeded in reach-
ing the summit of the 12,388-

foot mountain for the interview. 
ImageNet said that the unique 

interview was to ensure that job 
applicants “have what it takes to 

scale the heights of business” and 
would identify candidates who are 

highly motivated, determined to 
succeed, and prepared for unusual 

challenges. Requiring applicants 
to climb a mountain to attend an 

interview would run afoul of equal 
employment laws in the United 

States and most European nations.   
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  Training and Development Programs 

 Competent employees don’t remain competent forever. Skills deteriorate and 
can become obsolete, and new skills need to be learned. That’s why U.S. cor-
porations with a hundred or more employees spent more than $125 billion on 
formal training in a recent year.  32   

  Types of Training 
 Training can include everything from teaching employees basic reading skills 
to conducting advanced courses in executive leadership. Here we discuss four 
general skill categories—basic literacy, technical skills, interpersonal skills, and 
problem-solving skills—and ethics training.   

   Basic Skills     One survey of more than 400 human resources professionals 
found that 40 percent of employers believe high school graduates lack basic 
skills in reading comprehension, writing, and math.  33   As work has become more 
sophisticated, the need for these basic skills has grown significantly, leading 
to a gap between employer demands for skills and the available skills in the 
workforce.  34   The challenge isn’t unique to the United States. It’s a worldwide 
 problem—from the most developed countries to the least.  35   For many undevel-
oped countries, widespread illiteracy means there is almost no hope of compet-
ing in a global economy. 

 Organizations increasingly have to teach employees basic reading and math 
skills. A literacy audit showed that employees at gun manufacturer Smith & 
Wesson needed at least an eighth-grade reading level to do typical workplace 
tasks.  36   Yet 30 percent of the company’s 676 workers with no degree scored 
below eighth-grade levels in either reading or math. After the first round of 
basic-skills classes, company-paid and on company time, 70 percent of attend-
ees brought their skills up to the target level, allowing them to do a better job. 
They displayed increased abilities to use fractions and decimals, better overall 
communication, greater ease in writing and reading charts, graphs, and bulle-
tin boards—and a significant increase in confidence.  

  Technical Skills     Most training is directed at upgrading and improving an em-
ployee’s technical skills, increasingly important for two reasons: new technology 
and new structural designs in the organization. 

 Indian companies have faced a dramatic increase in demand for skilled 
workers in areas like engineering for emerging technologies, but many recent 
engineering graduates lack up-to-date knowledge required to perform these 
technical tasks.  37   Companies like Tata and Wipro provide new hires with up to 
3 months of training to ensure they have the knowledge to perform the techni-
cal work demanded. In addition, these organizations are attempting to form 
partnerships with engineering schools to ensure their curricula meet the needs 
of contemporary employers. 

 As organizations flatten their structures, expand their use of teams, and 
break down traditional departmental barriers, employees need mastery of a 
wider variety of tasks and increased knowledge of how their organization oper-
ates. The restructuring of jobs around empowered teams at Miller Brewing led 
management to introduce a comprehensive business literacy program to help 
employees better understand competition, the state of the beer industry, where 

4   Compare the four main 

types of training. 
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the company’s revenues come from, how costs are calculated, and where em-
ployees fit into the company’s value chain.  38    

  Problem-Solving Skills     Problem-solving training for managers and other em-
ployees can include activities to sharpen their logic, reasoning, and problem-
defining skills as well as their abilities to assess causation, develop and analyze 
alternatives, and select solutions. Problem-solving training has become a part 
of almost every organizational effort to introduce self-managed teams or imple-
ment quality-management programs.     

  Interpersonal Skills     Almost all employees belong to a work unit, and their 
work performance depends on their ability to effectively interact with their co-
workers and boss. Some employees have excellent interpersonal abilities, but 
others require training to improve listening, communicating, and team-building 
skills. Although professionals are greatly interested in interpersonal skills train-
ing, most evidence suggests that skills learned in such training do not readily 
transfer back to the workplace.  39    

  Civility Training     As human resource managers have become increasingly aware 
of the effects of social behavior in the workplace, they have paid more attention 
to the problems of incivility, bullying, and abusive supervision in organizations. 
Examples of incivility include being ignored, being excluded from social situa-
tions, having your reputation undermined in front of others, and experiencing 
other actions meant to demean or disparage. Researchers have shown that these 
forms of negative behavior can decrease satisfaction, reduce job performance, 
increase perceptions of unfair treatment, increase depression, and lead to psy-
chological withdrawal from the workplace.  40   

 Is there anything managers can do to minimize incivility, bullying, and abu-
sive supervision? One possibility is training specifically targeted to building ci-
vility by having directed conversations about it and supporting the reduction 
of incivility on an ongoing process. Following a training intervention based 
on these principles, co-worker civility, respect, job satisfaction, and manage-
ment trust have increased, while supervisor incivility, cynicism, and absences 

       There’s a heavy focus on teamwork 
and unit cohesion for this squad of 
midshipmen during their 18-hour-
long Sea Trials training at the U.S. 
Naval Academy. Learning how to 
become a team player and recog-
nizing the value of teamwork are 

part of the interpersonal skills train-
ing for cadets who are finishing 

their freshman year at the academy. 
Working together to complete a 

challenge, such as transporting the 
log shown here, is the objective of 

the training, because the tasks can-
not be completed alone. The train-
ing also teaches cadets the skills of 
encouraging and motivating peers 

to succeed as part of building unity 
among squad members.   
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 decreased.  41   Thus, the evidence suggests that deliberate interventions to im-
prove the workplace climate for positive behavior can indeed minimize the 
problems of incivility.  

  Ethics Training     A large percentage of employees working in the 1,000 largest 
U.S. corporations receive ethics training  42   either during new-employee orienta-
tion, as part of ongoing developmental programs, or as periodic reinforcement 
of ethical principles.  43   But the jury is still out on whether you can actually teach 
ethics.  44   

 Critics argue that ethics are based on values, and value systems are learned 
by example at an early age. By the time employees are hired, their ethical values 
are fixed. Some research does suggest ethics training does not have a significant 
long-term effect on participants’ values and even that exposure to business and 
law school programs  decreases  students’ level of prosocial ethical values.  45   

 Supporters of ethics training say values  can  be learned and changed after 
early childhood. And even if they couldn’t, ethics training helps employees rec-
ognize ethical dilemmas and become more aware of the ethical issues underly-
ing their actions. It also reaffirms an organization’s expectations that members 
will act ethically. Individuals who have greater exposure to organizational eth-
ics codes and ethics training do tend to be more satisfied and perceive their 
organizations as more socially responsible, so ethics training does have some 
positive effects.  46     

  Training Methods 
 Historically,  training  meant “formal training,” planned in advance and hav-
ing a structured format. However, evidence indicates 70 percent of workplace 
learning takes place in  informal training —unstructured, unplanned, and easily 
adapted to situations and individuals—for teaching skills and keeping employ-
ees current.  47   In reality, most informal training is nothing other than employ-
ees helping each other out, sharing information, and solving work-related 
problems together. Thus, many managers are now supportive of what used to 
be considered “idle chatter.”   

   On-the-job training  methods include job rotation, apprenticeships, un-
derstudy assignments, and formal mentoring programs. But because they 
often disrupt the workplace, organizations also invest in  off-the-job training.  The 
$125 billion figure we cited for training was largely spent on the formal off-
the-job variety, the most popular method being live classroom lectures. But 
it also encompasses public seminars, self-study programs, Internet courses, 
Webinars, podcasts, and group activities that use role-plays and case studies.   

  The fastest-growing training medium is probably computer-based training, 
or e-training.  48   E-learning systems emphasize learner control over the pace and 
content of instruction, allow e-learners to interact through online communities, 
and incorporate other techniques such as simulations and group discussions. 
Computer-based training that lets learners actively participate in exercises and 
quizzes was more effective than traditional classroom instruction.  49   Recent re-
search has also highlighted the ways in which computer-based training can be 
improved by providing learners with regular prompts to set goals for learning, 
use effective study strategies, and measure progress toward their learning goals.  50     

  On the positive side, e-training increases flexibility because organizations 
can deliver materials anywhere, any time. It also seems fast and efficient. On 
the other hand, it’s expensive to design self-paced online materials, employees 
miss the social interaction of a classroom, online learners are more susceptible 
to distractions, and “clicking through” training without engaging in practice ac-
tivities provides no assurance that employees have actually learned anything.  51    

 5   Contrast formal and informal 

training methods. 

 6   Contrast on-the-job and 

 off-the-job training. 

MyManagementLab
For an interactive application of this 
topic, check out this chapter’s 
simulation activity at 
www.mymanagementlab.com.

www.mymanagementlab.com
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  Evaluating Effectiveness 
 The  effectiveness  of a training program can refer to the level of student satisfac-
tion, the amount students learn, the extent to which they transfer the material 
from training to their jobs, or the financial return on investments in training.  52 

These results are not always related. Some people who have a positive experi-
ence in an upbeat, fun class learn very little; some who learn a great deal have 
difficulty figuring out how to use their knowledge at work; and changes in em-
ployee behavior are often not large enough to justify the expense of training. 
This means rigorous measurement of multiple training outcomes should be a 
part of every training effort. 

 The success of training also depends on the individual. If individuals are 
unmotivated, they will learn very little. What creates training motivation? 
Personality is important: those with an internal locus of control, high conscien-
tiousness, high cognitive ability, and high self-efficacy learn more. The climate 
also is important: when trainees believe there are opportunities and resources 
to let them apply their newly learned skills, they are more motivated and do bet-
ter in training programs.  53   Finally, after-training support from supervisors and 
co-workers has a strong influence on whether employees transfer their learn-
ing into new behavior.  54   For a training program to be effective requires not 
just teaching the skills but also changing the work environment to support the 
trainees.   

       Videogame training is widely used 
in the technology industry and 

is gaining popularity in low-tech 
firms. Cold Stone Creamery, for 

example, has developed a propri-
etary game called “Stone City” to 

help new employees like the young 
man shown here learn about prod-

ucts, portion sizes, and customer 
service. As one element of comput-
erized training, Internet games are 

intrinsically motivating and result in 
employees choosing to repeatedly 

engage in game play and mastering 
skills. Computer-based training is 

fast and efficient and gives learners 
control over the pace and content 

of instruction.   
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 Would you study differently or exert a different level of effort for a college 
course graded on a pass–fail basis than for one that awarded letter grades A to 
F? Students typically tell us they study harder when letter grades are at stake. 
When they take a course on a pass–fail basis, they tend to do just enough to 
ensure a passing grade.   

7   Describe the purposes of 

performance evaluation, and 

list the methods by which it 

can be done. 

  Performance Evaluation 
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 What applies in the college context also applies to employees at work. In this 
section, we show how the choice of a performance evaluation system and the 
way it’s administered can be an important force influencing employee behavior. 

  What Is Performance? 
 In the past, most organizations assessed only how well employees performed the 
tasks listed on a job description, but today’s less hierarchical and more service-
oriented organizations require more. Researchers now recognize three major 
types of behavior that constitute performance at work: 

 1. Task performance.           Performing the duties and responsibilities that con-
tribute to the production of a good or service or to administrative tasks. 
This includes most of the tasks in a conventional job description.  

 2. Citizenship     .      Actions that contribute to the psychological environment of 
the organization, such as helping others when not required, supporting or-
ganizational objectives, treating co-workers with respect, making construc-
tive suggestions, and saying positive things about the workplace.  

   3.    Counterproductivity.           Actions that actively damage the organization. These 
behaviors include stealing, damaging company property, behaving aggres-
sively toward co-workers, and taking avoidable absences.   

 Most managers believe good performance means doing well on the first two 
dimensions and avoiding the third.  55   A person who does core job tasks very well 
but is rude and aggressive toward co-workers is not going to be considered a 
good employee in most organizations, and even the most pleasant and upbeat 
worker who can’t do the main job tasks well is not going to be a good employee.  

  Purposes of Performance Evaluation 
 Performance evaluation serves a number of purposes.  56   One is to help manage-
ment make general  human resource decisions  about promotions, transfers, and 
terminations. Evaluations also  identify training and development needs.  They  pin-
point employee skills and competencies  for which remedial programs can be devel-
oped. Finally, they  provide feedback to employees  on how the organization views 
their performance and are often the  basis for reward allocations,  including merit 
pay increases. 

 Because our interest is in organizational behavior, here we emphasize per-
formance evaluation as a mechanism for providing feedback and determining 
reward allocations.  

  What Do We Evaluate? 
 The criteria management choose to evaluate will have a major influence on 
what employees do. The three most popular sets of criteria are individual task 
outcomes, behaviors, and traits. 

  Individual Task Outcomes     If ends count rather than means, management 
should evaluate an employee’s task on outcomes such as quantity produced, 
scrap generated, and cost per unit of production for a plant manager or on 

task performance      The combination of 
effectiveness and efficiency at doing 
your core job tasks.   

  citizenship      Actions that contribute to 
the psychological environment of the 
organization, such as helping others 
when not required   

counterproductivity      Actions that 
actively damage the organization, 
including stealing, behaving 
aggressively toward co-workers,
or being late or absent   
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overall sales volume in the territory, dollar increase in sales, and number of new 
accounts established for a salesperson.     

  Behaviors     It is difficult to attribute specific outcomes to the actions of employ-
ees in advisory or support positions or employees whose work assignments are 
part of a group effort. We may readily evaluate the group’s performance, but if 
it is hard to identify the contribution of each group member, management will 
often evaluate the employee’s behavior. A plant manager might be evaluated on 
promptness in submitting monthly reports or leadership style, and a salesper-
son on average number of contact calls made per day or sick days used per year. 

 Measured behaviors needn’t be limited to those directly related to indi-
vidual productivity. As we pointed out in discussing organizational citizenship 
behavior (see  Chapters   1    and    3   ), helping others, making suggestions for im-
provements, and volunteering for extra duties make work groups and organiza-
tions more effective and often are incorporated into evaluations of employee 
performance.  

  Traits     The weakest criteria, because they’re furthest removed from actual job 
performance, are individual traits.  57   Having a good attitude, showing confidence, 
being dependable, looking busy, or possessing a wealth of experience may or 
may not be highly correlated with positive task outcomes, but it’s naïve to ignore 
the reality that organizations still use such traits to assess job  performance.   

  Who Should Do the Evaluating? 
 Who should evaluate an employee’s performance? By tradition, the task has 
fallen to managers, because they are held responsible for their employees’ 
 performance. But others may do the job better. 

       Behavior is an important element 
in evaluating the performance of 
caregivers in nursing homes and 

retirement facilities. In addition to 
individual task outcomes, the care-

giver shown here attending to a 
resident at a nursing home for the 

elderly in Yokohama, Japan, is eval-
uated on behaviors such as helping 

others and building caring and 
trusting relationships with residents 

and their family members. These 
subjective factors contribute to the 
effectiveness of the nursing home 

and its reputation as a place where 
older people are treated with love 

and respect.   
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 With many of today’s organizations using self-managed teams, telecom-
muting, and other organizing devices that distance bosses from employees, 
the immediate superior may not be the most reliable judge of an employee’s 
performance. Peers and even subordinates are being asked to take part in the 
process, and employees are participating in their own evaluation. One survey 
found about half of executives and 53 percent of employees now have input 
into their performance evaluations.  58   As you might expect, self-evaluations of-
ten suffer from overinflated assessment and self-serving bias, and they seldom 
agree with superiors’ ratings.  59   They are probably better suited to developmen-
tal than evaluative purposes and should be combined with other sources of in-
formation to reduce rating errors. 

 In most situations, in fact, it is highly advisable to use multiple sources of 
ratings. Any individual performance rating may say as much about the rater as 
about the person being evaluated. By averaging across raters, we can obtain a 
more reliable, unbiased, and accurate performance evaluation. 

 Another popular approach to performance evaluation is 360-degree evalu-
ations.  60   These provide performance feedback from the employee’s full circle 
of daily contacts, from mailroom workers to customers to bosses to peers (see 
 Exhibit   17-2   ). The number of appraisals can be as few as 3 or 4 or as many as 25; 
most organizations collect 5 to 10 per employee. 

  What’s the appeal of the 360-degree appraisal? By relying on feedback from 
co-workers, customers, and subordinates, organizations are hoping to give ev-
eryone a sense of participation in the review process and gain more accurate 
readings on employee performance. 

 Evidence on the effectiveness of the 360-degree evaluation is mixed.  61   It 
provides employees with a wider perspective on their performance, but many 
organizations don’t spend the time to train evaluators in giving constructive 

The primary objective of the 360-degree performance evaluation is
to pool feedback from all of the employee’s customers.

Top management
(Internal customer)

Suppliers
(External customer)

Manager
(Internal customer)

Clients
(External customer)

Subordinates
(Internal customer)

Co-workers or
team members

(Internal customer)

Other department
representatives

(Internal customer)

Employee

  Source: Adapted from  Personnel Journal  (November 1994), p. 100.   

       360-Degree Evaluations   Exhibit 17-2 
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criticism. Some allow employees to choose the peers and subordinates who eval-
uate them, which can artificially inflate feedback. It’s also difficult to reconcile 
disagreements between rater groups. There is clear evidence that peers tend to 
give much more lenient ratings that supervisors or subordinates, and peers also 
tend to make more errors in appraising performance.     

  Methods of Performance Evaluation 
 We’ve discussed  what  we evaluate and  who  should do the evaluating. Now we 
ask:  How  do we evaluate an employee’s performance? What are the specific 
techniques for evaluation? 

  Written Essays     Probably the simplest method is to write a narrative describ-
ing an employee’s strengths, weaknesses, past performance, potential, and 
suggestions for improvement. The written essay requires no complex forms or 
extensive training to complete. But, in this method, a useful appraisal may be 
determined as much by the evaluator’s writing skill as by the employee’s actual 
level of performance. It’s also difficult to compare essays for different employ-
ees (or for the same employees written by different managers) because there is 
no standardized scoring key.  

  Critical Incidents      Critical incidents      focus the evaluator’s attention on the dif-
ference between executing a job effectively and executing it ineffectively. The 
appraiser describes what the employee did that was especially effective or inef-
fective in a situation, citing only specific behaviors. A list of such critical inci-
dents provides a rich set of examples to show the employee desirable behaviors 
and those that call for improvement.   

T  he process of appraising per-
formance is complicated and 
requires both assessing what 

employees are doing and communicat-
ing this information back to the employ-
ees. These are two highly social, 
context-dependent processes, so we 
might expect performance appraisal 
to vary dramatically depending on the 
country. Preliminary research suggests 
that management practices related to 
performance appraisal do indeed vary 
across borders. 

 A structured interview study ex-
amined Chinese managers’ beliefs 
about performance appraisal. Most 
respondents found it a good way to 
build communication and believed per-
formance levels are a function of each 
person’s individual attributes. These 

attitudes were fairly similar to those of 
managers in the United States, where 
most research on performance ap-
praisal has been performed. However, 
the Chinese managers believed a per-
son in a position of power and control 
should run the appraisal meeting, un-
like the more informal preferences of 
U.S. managers. 

 One larger-scale study compared 
appraisal practices in the United 
States, Canada, the United Kingdom, 
Finland, Sweden, Hong Kong, and 
Singapore using the dimensions 
of  culture identified in the GLOBE 
 survey. Appraisals were more fre-
quently used for  communication and 
development in countries like Sweden 
and Finland that were low in asser-
tiveness and power distance. Formal 

feedback was more frequent in highly 
assertive, low  collectivist, and uncer-
tainty avoidant cultures like the United 
States, the United Kingdom, and 
Canada. Finally, appraisals were more 
 collaborative in nature in the United 
States and Canada, and more for-
mal and  top-down in Hong Kong and 
Singapore. 

Source:  Based on K. H. C. Cheng and 
W. Cascio, “Performance-Appraisal Beliefs 
of Chinese Employees in Hong Kong and 
the Pearl River Delta,”  International Journal 
of Selection and Assessment  17, no. 3 
(2009), pp. 329–333; and F. F. T. Chiang and 
T. A. Birtch, “Appraising Performance 
across Borders: An Empirical Examination 
of the Purposes and Practices of 
Performance Appraisal in a Multi-Country 
Context,”  Journal of Management Studies
47, no. 7 (2010), pp. 1365–1393. 

 glOBalization! 

 Performance Appraisal Around the World 
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Graphic Rating Scales     One of the oldest and most popular methods of evalu-
ation is  graphic rating scales     . The evaluator goes through a set of performance 
factors—such as quantity and quality of work, depth of knowledge, cooperation, 
attendance, and initiative—and rates each on incremental scales. The scales 
may specify, say, five points, so  job knowledge  might be rated 1 (“is poorly in-
formed about work duties”) to 5 (“has complete mastery of all phases of the 
job”). Although they don’t provide the depth of information that essays or criti-
cal incidents do, graphic rating scales are less time consuming to develop and 
administer and allow for quantitative analysis and comparison.   

  Behaviorally Anchored Rating Scales      Behaviorally anchored rating scales 

(BARS)      combine major elements from the critical incident and graphic rating 
scale approaches. The appraiser rates employees on items along a continuum, 
but the items are examples of actual behavior on the job rather than general 
descriptions or traits. To develop the BARS, participants first contribute specific 
illustrations of effective and ineffective behavior, which are translated into a set 
of performance dimensions with varying levels of quality.   

  Forced Comparisons      Forced comparisons      evaluate one individual’s perfor-
mance against the performance of another or others. It is a relative rather than 
an absolute measuring device. The two most popular comparisons are group 
order ranking and individual ranking. 

   Group order ranking      requires the evaluator to place employees into a partic-
ular classification, such as top one-fifth or second one-fifth. If a rater has 20 em-
ployees, only 4 can be in the top fifth and, of course, 4 must also be relegated 
to the bottom fifth. This method is often used in recommending students to 
graduate schools. 

  The  individual ranking      approach rank-orders employees from best to worst. 
If the manager is required to appraise 30 employees, the difference between 
the 1st and 2nd employee is assumed to be the same as that between the 21st 
and 22nd. Some employees may be closely grouped, but no ties are permitted. 
The result is a clear ordering from the highest performer to the lowest. 

  One parallel to forced ranking is forced distribution of college grades. Why 
would universities do this? As shown in  Exhibit   17-3   , average GPAs have gotten 
much higher over time.  62   In recent years, nearly 43 percent of all letter grades 
given were A’s, whereas there was a decrease in the number of C’s. Although 
it is not exactly clear why this increase has occurred over time, many attri-
bute the rise in high letter grades to the popularity of student evaluations as 
a means of assessing professor performance. Generous grades might  produce 

critical incidents      A way of evaluating 
the behaviors that are key in making 
the difference between executing 
a job effectively and executing it 
ineffectively.   

  behaviorally anchored rating scales 
(BARS)      Scales that combine major 
elements from the critical incident and 
graphic rating scale approaches. The 
appraiser rates the employees based 
on items along a continuum, but the 
points are examples of actual behavior 
on the given job rather than general 
descriptions or traits.   

group order ranking      An evaluation 
method that places employees into 
a particular classification, such as 
quartiles.   
  individual ranking      An evaluation 
method that rank-orders employees 
from best to worst.   

graphic rating scales      An evaluation 
method in which the evaluator rates 
performance factors on an incremental 
scale.   

forced comparison      Method of 
performance evaluation where an 
employee’s performance is made in 
explicit comparison to others (e.g., an 
employee may rank third out of 
10 employees in her work unit.   
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higher  student evaluations. It’s also the case that giving higher grades can 
help students become more competitive candidates for graduate school and 
jobs. 

  In response to grade inflation, some colleges have instituted forced grade 
distributions, whereby professors must give a certain percentage of A’s, B’s, 
and C’s. This is exactly what Princeton recently did; each department can 
now give A’s to no more than 35 percent of its students. Natasha Gopaul, a 
Princeton senior, commented, “You do feel you might be one of the ones they 
just cut off.”   

  Suggestions for Improving Performance Evaluations 
 The performance evaluation process is a potential minefield. Evaluators can 
unconsciously inflate evaluations (positive leniency), understate performance 
(negative leniency), or allow the assessment of one characteristic to unduly in-
fluence the assessment of others (the halo error). Some appraisers bias their 
evaluations by unconsciously favoring people who have qualities and traits simi-
lar to their own (the similarity error). And, of course, some evaluators see the 
evaluation process as a political opportunity to overtly reward or punish em-
ployees they like or dislike. A review of the literature and several studies on 
performance appraisals demonstrates that many managers deliberately distort 
performance ratings in order to maintain a positive relationship with their sub-
ordinates or to achieve a positive image of themselves by showing that all their 
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 8   Show how managers can 

improve performance 

 evaluations. 
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employees are performing well.  63   Although no protections  guarantee  accurate 
performance evaluations, the following suggestions can make the process more 
objective and fair.     

    Use Multiple Evaluators     As the number of evaluators increases, the probabil-
ity of attaining more accurate information increases, as does the likelihood 
that the employee will accept the feedback as valid.  64   We often see multiple 
evaluators in competitions in such sports as diving and gymnastics. A set of 
evaluators judges a performance, the highest and lowest scores are dropped, 
and the final evaluation is made up of those remaining. The logic of multiple 
evaluators applies to organizations as well. If an employee has had ten supervi-
sors, nine having rated her excellent and one poor, we can safely discount the 
one poor evaluation. By moving employees around within the organization to 
gain a number of evaluations, or by using multiple assessors (as in 360-degree 
appraisals), we increase the probability of achieving more valid and reliable 
evaluations.  

  Evaluate Selectively     To increase agreement among them, appraisers should 
evaluate only where they have some expertise.  65   They should thus be as close 
as possible, in organizational level, to the individual being evaluated. The more 
levels that separate them, the less opportunity the evaluator has to observe 

  A  s the economy has continued 
to perform poorly since the 
start of the Great Recession, 

a large number of individuals have 
joined the ranks of the long-term 
 unemployed. The difficulties of unem-
ployment are compounded because 
many  employers either overtly or 
covertly prefer candidates who do 
not have gaps in their work his-
tory. For example,  New York Times  
reporter Catherine Rampell found in 
hundreds of job postings on  Monster
.com , CareerBuilder, and Craigslist 
that employers prefer people who 
are either currently employed or 
only recently laid off. This makes it 
extremely difficult for qualified indi-
viduals to find work because it consti-
tutes a bias against the unemployed. 

 Although federal regulators in 
the Equal Employment Opportunity 

Commission have voiced concerns 
about the practice, unemployment is 
not a protected status like age, race, or 
gender. Due to gaps in the law, some 
states like New Jersey, New York, and 
Michigan have considered or imple-
mented laws prohibiting advertise-
ments that discourage unemployed 
workers from applying. 

 What can employers do to ensure 
they are giving qualified individuals 
who have been unemployed a fair shot 
at open positions? A few principles 
can help ensure they are recruiting 
ethically: 

   1.   Always try to evaluate the 
whole candidate, including prior 
 experience, ability, and personal-
ity. Don’t get overly focused on a 
single detail of their employment 
history.  

  2.   If you are concerned about an em-
ployment gap in the résumé, ask 
about it directly. Don’t assume it re-
flects a lack of initiative or interest 
in work.  

  3.   Consider offering additional training 
to those who may have missed out 
on certain developments in the field 
during their spell of unemployment. 
Although it can add expense, your 
organization might benefit from se-
curing someone other employers 
would overlook.   

  Sources:  Based on C. Rampell, “The Help-
Wanted Sign Comes with a Frustrating 
Asterisk,”  The New York Times  (July 25, 
2011),  www.nytimes.com ; and S. Kelly, 
“Unemployed Not Wanted? The EEOC 
Scrutinizes Whether Companies’ Recruiting 
Only Already Employed Applications Could 
Be Discrimination.”  Treasury and Risk  (April 
2011),  www.treasuryandrisk.com . 

 An Ethical Choice 

 Recruiting the Unemployed 

www.nytimes.com
www.treasuryandrisk.com
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the individual’s behavior and, not surprisingly, the greater the possibility for 
inaccuracies.  

  Train Evaluators     If you can’t  find  good evaluators,  make  them. Training evalua-
tors can produce more accurate raters.  66   Most rater training courses emphasize 
changing the raters’ frame of reference by teaching them what to look for, so 
everyone in the organization defines  good performance  in the same way. Another 
effective training technique is to encourage raters to describe the employee’s 
behavior in as much detail as possible. Providing more detail encourages raters 
to remember more about the employee’s performance, rather than just acting 
on their feelings about the employee at the moment.  

  Provide Employees with Due Process     The concept of  due process  can be ap-
plied to appraisals to increase the perception that employees are being treated 
fairly.  67   Three features characterize due process systems: (1) Individuals are 
provided with adequate notice of what is expected of them; (2) all evidence 
relevant to a proposed violation is aired in a fair hearing so the individuals af-
fected can respond; and (3) the final decision is based on the evidence and free 
of bias. 

 One technique organizations might consider to enhance due process is 
posting appraisals online so employees can see their own performance scores 
exactly as the supervisor enters them. One company that did so found em-
ployees believed rater accountability and employee participation were higher 
when appraisal information was available online prior to appraisal inter-
views.  68   It might be that raters were more sensitive to providing accurate rat-
ings when they knew employees would be able to see their own information 
directly.   

  Providing Performance Feedback 
 Few activities are more unpleasant for many managers than providing perfor-
mance feedback to employees. In fact, unless pressured by organizational poli-
cies and controls, managers are likely to ignore this responsibility. 

 Why? First, even though almost every employee could stand to improve in 
some areas, managers fear confrontation when presenting negative feedback. 
Second, many employees do tend to become defensive when their weaknesses 
are pointed out. Instead of accepting the feedback as constructive and a basis 
for improving performance, some criticize the manager or redirect blame to 
someone else. Finally, employees tend to have an inflated assessment of their 
own performance. Statistically speaking, half of all employees must be below-
average performers. But the average employee’s estimate of his or her own 
performance level generally falls around the 75th percentile.  69   So even when 
managers are providing good news, employees are likely to perceive it as not 
good enough. 

 The solution to the problem is not to ignore it but to train managers to 
conduct constructive feedback sessions. An effective review—in which the em-
ployee perceives the appraisal as fair, the manager as sincere, and the climate 
as constructive—can leave the employee feeling upbeat, informed about areas 
needing improvement, and determined to correct them.  70   It probably won’t 
surprise you that employees in a bad mood are much less likely to take advice 
than employees in a good mood.  71   Appraisals should also be as specific as pos-
sible. People are most likely to overrate their own performance when asked 
about overall job performance, but they can be more objective when feed-
back is about a specific area.  72   It’s also hard to figure out how to improve your 
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 performance globally—it’s much easier to improve in specific areas. In addi-
tion, the performance review should be a counseling activity more than a judg-
ment process, best accomplished by allowing it to evolve from the employee’s 
own self-evaluation.  

  International Variations in Performance Appraisal 
 Let’s examine performance evaluation globally in the context of four cultural 
dimensions: individualism/collectivism, a person’s relationship to the environ-
ment, time orientation, and focus of responsibility. 

 Individual-oriented cultures such as the United States emphasize formal 
performance evaluation systems more than informal systems. They advocate 
written evaluations performed at regular intervals, the results of which manag-
ers share with employees and use in the determination of rewards. On the other 
hand, the collectivist cultures that dominate Asia and much of Latin America 
are characterized by more informal systems—downplaying formal feedback 
and disconnecting reward allocations from performance ratings. Some of these 
differences may be narrowing, however. In Korea, Singapore, and even Japan, 
the use of performance evaluation has increased dramatically in the past de-
cade, though not always smoothly or without controversy. One survey of Korean 
employees revealed that a majority questioned the validity of their performance 
evaluation results.  73   

 One recent study focused on the banking industry found significant dif-
ferences across countries in performance appraisal practices.  74   Formal per-
formance appraisals were used more frequently in countries that were high 
in assertiveness, high in uncertainty avoidance, and low in in-group collectiv-
ism. In other words, assertive countries that see performance as an individual 
responsibility, and that desire certainty about where people stand, were more 
likely to use formal performance appraisals. On the other hand, in high un-
certainty avoidance cultures performance appraisals were also used more fre-
quently for communication and development purposes (as opposed to being 
used for rewards and promotion). Another study found that individuals who 
were high in power distance and high in collectivism tend to give more lenient 
performance appraisals.  75        

S A L
SELF-ASSESSMENT LIBRARY

   How Good Am I at Giving Performance Feedback? 

In the Self-Assessment Library (available on CD and online), take assessment 
III.A.3 (How Good Am I at Giving Performance Feedback?).  

  Managing Work–Life Conflicts in Organizations 

 We introduced work–life balance in  Chapter   1    and discussed the blurring lines 
between work life and personal life. Here, we specifically focus on what organi-
zations can do to help employees reduce conflicts.   

 Work–life conflicts grabbed management’s attention in the 1980s, largely 
as a result of the increased entry into the workforce of women with  dependent 

9   Describe how organizations 

can manage work–family 

conflicts. 
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children. In response, most major organizations took actions to make their 
workplaces more family-friendly.  76   They introduced on-site child care, sum-
mer day camps, flextime, job sharing, leaves for school functions, telecommut-
ing, and part-time employment. But organizations quickly realized work–life 
conflicts were not limited to female employees with children. Male workers 
and women without children were also facing this problem. Heavy workloads 
and increased travel demands, for instance, made it increasingly hard for 
many employees to meet both work and personal responsibilities. A Boston 
College survey of nearly 1,000 fathers who have professional careers showed 
that the participants put more importance on job security and flexible, family-
friendly working schedules than on high income and advancement opportu-
nities.  77   

 Organizations are modifying their workplaces with scheduling options and 
benefits to accommodate the varied needs of a diverse workforce. Employees 
at NestléPurina can bring their dogs into the office, SAS Institute has on-site 
childcare, a health care center, and a fitness center; and other firms offer perks 
ranging from on-site laundry to food services and free child care.  78    Exhibit   17-4    
lists some initiatives to help employees reduce work–life conflicts. 

  Time pressures aren’t the primary problem underlying these conflicts.  79   It’s 
the psychological incursion of work into the family domain—and vice versa—
when people are worrying about personal problems at work and thinking about 
work problems at home. So, dad may make it home in time for dinner, but his 
mind is elsewhere. This suggests organizations should spend less effort helping 
employees with time-management issues and more helping them clearly seg-
ment their lives. Keeping workloads reasonable, reducing work-related travel, 

  T  his statement is true. Let’s 
 explain. 

 Two-thirds of U.S. adults are 
overweight or even obese, and the 
changing nature of work is a major rea-
son. Indeed, it might be the main ex-
planation for why obesity has become 
the number-one public health problem 
in the United States and many other 
advanced economies. 

 Our work has evolved to be more 
mental than physical. That tends to 
make it more interesting, but also more 
sedentary. Why is that a problem? The 
changes in work are estimated to mean 
that, on average, workers burn 120 to 
150 fewer calories a day than they did 
50 years ago. That may not seem like a 
lot, but it equates to 25 pounds of po-
tential weight gain per year. 

 Interestingly, research indicates 
that our physical activity in leisure 
time hasn’t changed much in the past 
50 years. So we burn as many calories 
in nonwork activities as before—it’s 
work that is killing us. 

 Fifty years ago, about half of all 
private-sector jobs included some 
kind of physical labor (farming, mining, 
construction, manufacturing). Today, 
fewer than 20 percent do, thanks to 
the growth of jobs in retailing, infor-
mation technology, education, and 
business. 

 What is the implication? “We need 
to encourage physical activity even 
more, especially given that we sit more 
during the day than we did 100 years 
ago,” said Keri Gans, a spokesperson 
for the American Dietetic Association. 

 Some ways to do that are taking 
the stairs when you can, parking your 
car a good distance from work, and 
going for a walk at lunchtime. And, of 
course, exercising more off the job. As 
one expert noted when commenting 
on the increasingly sedentary nature 
of work, “We just have to make time 
for it.” 

  Sources:  T. Parker-Hope, “Sedentary Work 
Cited as Factor in Rising Obesity,”  The New 
York Times  (May 26, 2011), pp. A1, A3; 
A. Gardner, “Sedentary Jobs Helping to 
Drive Obesity Epidemic,”  US News & World 
Report  (May 26, 2011), downloaded July 11, 
2011, from  http://health.usnews.com/ ; and 
T. S. Church et al., “Trends Over 5 Decades 
in U.S. Occupation-Related Physical Activity 
and Their Associations with Obesity,”  PLoS 
ONE  6, no. 5 (2011), doi:10.1371/journal
.pone.0019657. 

 Myth or Science? 

 “Work Is Making Us Fat” 

http://health.usnews.com/
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Time based 
strategies

● Flextime
● Job sharing 
● Leave for new parents 
● Transportation 
● Telecommuting 
● Paid time off

At Abbott, 89% of employees held jobs that permitted them to fl ex their 
schedules; at Lego 90% of employees do. 
Cisco provides job-sharing and videoconferencing facilities to minimize needs 
for travel away from family. 
Deloitte offers employees 4 unpaid weeks sabbatical, or 3 to 6 partially paid 
months off to volunteer. 
Deutsche Bank offers parents 20 days of free backup care per child per year, 
which they can redeem at local child care centers. 
At DuPont, 15% of employees telecommute; at Eli Lilly 30% of employees 
telecommute.

Information
based strategies

● Work–life support 
● Relocation assistance 
● Elder care resources 
● Counseling services 

Blue Cross Blue Shield of North Carolina provides ParentLife classes and seminars. 
Capital One provides a networking and counseling group for parents of 
children with autism. 
Genetech offers a CareerLab, which provides career counseling, skills workshops,
and networking sessions.
Hallmark offers employees monthly meetings to talk about career management 
for women.
Johnson and Johnson offers work–life Webinars covering topics like single 
parenting, fatherhood, and elder care. 

Money-based
strategies

● Insurance subsidies 
● Flexible benefi ts
● Adoption assistance
● Discounts for child
 care tuition 
● Direct fi nancial assistance 
● Domestic partner benefi ts 
● Scholarships, tuition 
 reimbursement

Accenture offers a $5,000 adoption assistance benefi t. 
Carlson companies offers employees scholarships of up to $20,000 to attend 
the University of Minnesota’s Carlson School of Management.
Citi employees can save up to $5,000 per year in pretax dependent care 
accounts, with a match of up to 30% from the company. 
Colgate-Palmolive provides up to $10,000 per year in annual tuition aid for 
job-related courses. 
IBM provides medical testing and therapy for children with special needs, up to 
a lifetime maximum of $50,000. 
Prudential employees can receive up to 15% off child care discounts. 

Direct services ● On-site child care 
● Fitness center 
● Summer child care 
● On-site conveniences 
● Concierge services 
● Free or discounted
 company products

Allstate and SAS provide on-site child care center at company headquarters. 
Companies like AOL and Verizon have on-site fi tness centers and discounts at 
gyms nationwide.
Bristol-Myers Squibb offers full-time, part-time, and backup care for kids up to 
age 5, and summer camps for older children.
Discovery Communications provides low-cost concierge services to help with 
to-do lists.
Turner Broadcasting has a wellness center at headquarters that provides free 
exams, vaccinations, allergy shots, and health coaching.
REI employees can participate in a program that offers large discounts on 
company products.

Culture-change
strategies

● Establishing work–life
 balanced culture; 
 training managers to help
 employees deal with
 work–life confl icts
● Tie manager pay to 
 employee satisfaction
● Focus on employees’
  actual performance,
 not “face time” 

At American Express, 80% of managers received training on how to supervise 
employees with fl exible work arrangements. 
Bank of America’s My Work program allows mothers to log in from home or a 
satellite offi ce.
General Mills has a fl exibility manager to enhance work–life balance. 
Pearson developed a Flexible Work Options.
Accountability Guide that trains managers in the use of fl extime for their 
employees.

 Sources: “2010 100 Best Companies”  Working Mother  (August 17, 2011),  www.workingmother.com ; “100 Best Companies to Work For,”  CNNMoney,  (August 17, 2011),  www.money.cnn.com ; 
and J. Goudreau, “Top Companies for Work-Life Balance,”  Forbes  (May 13, 2011),  www.forbes.com .  

       Work–Life Initiatives   Exhibit 17-4 

www.workingmother.com
www.money.cnn.com
www.forbes.com


566 CHAPTER 17 Human Resource Policies and Practices

         MyManagementLab 
 Now that you have finished this chapter, go back to    www.mymanagementlab.com   to continue 
practicing and applying the concepts you’ve learned.    

 An organization’s human resource policies and practices create important 
forces that shape employee behavior and attitudes. In this chapter, we specifi-
cally discussed the influence of selection practices, training and development 
programs, and performance evaluation systems. 

●   If properly designed, an organization’s selection practices will identify 
competent candidates and accurately match them to the job and the or-
ganization. Although employee selection is far from a science, some or-
ganizations fail to design a selection system that can achieve the right 
person–job fit.  

●   The most obvious effect of training programs is direct improvement in 
the skills necessary to successfully complete the job. Increased ability thus 
improves potential, but whether that potential becomes realized is largely 
an issue of motivation.  

●   A second benefit of training is that it increases an employee’s self-
efficacy—that is, a person’s expectation that he or she can successfully 
execute the behaviors required to produce an outcome (see  Chapter   7   ). 
Employees with high self-efficacy have strong expectations about their 
abilities to perform in new situations. They’re confident and expect to 
be successful. Training, then, is a means to positively affect self-efficacy 
because employees may be more willing to undertake job tasks and exert 
a high level of effort.  

●   A major goal of performance evaluation is to assess an individual’s 
performance accurately as a basis for allocating rewards. If evalua-
tion is inaccurate or emphasizes the wrong criteria, employees will be 
over- or underrewarded. As demonstrated in  Chapter   7    in our discus-
sion of  equity theory, evaluations perceived as unfair can result in re-
duced effort, increases in absenteeism, or a search for alternative job 
 opportunities.  

  Summary and Implications for Managers 

and offering on-site quality child care are examples of practices that can help 
in this endeavor. 

 Not surprisingly, people differ in their preference for scheduling options 
and benefits.  80   Some prefer organizational initiatives that better segment work 
from their personal lives, as flextime, job sharing, and part-time hours do by 
allowing employees to schedule work hours less likely to conflict with personal 
responsibilities. Others prefer ways to integrate work and personal life, such 
as on-site child care, gym facilities, and company-sponsored family picnics. On 
average, though, most people do prefer an organization that provides more 
support for work–life balance. One study even found that potential employees, 
particularly women, are more attracted to organizations that have a reputation 
for supporting employee work–life balance.  81        

www.mymanagementlab.com
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 Social Media Is a Great Source of New Hires 
  POINT   COUNTERPOINT  

  A  lot of employers are scaling back their presence on on-
line job boards like  Monster.com  and social media sites 
like Facebook and LinkedIn, because there is just too 

much chaff for the wheat. For example, McLean, Virginia–based 
Science Applications International Corporate (SAIC) reduced 
the number of job boards it uses from 15 to 6. SAIC found that 
it simply wasn’t getting to enough of the right candidates early 
enough to staff its engineering and analyst positions. “We need 
to reach candidates earlier, before they’re being pursued by 
competitors,” the company said. 

 Paris-owned food services company Sodexo has slashed 
its online presence in half. Why? Because while recruiting via 
social media increased the number of applications, nearly all 
the increase was in unqualified applicants. “Recruiters had to 
put in all this extra time to read applications but we didn’t get 
benefit from it,” said Arie Ball, the company’s talent acquisition 
vice president. 

 PNC also is scaling back due to the low signal-to-noise ratio. 
“We used to post everything,” said the online banking company. 
“But you have to think strategically.” 

 There is also the nontrivial issue of mistaken identity. A lot of 
mistaken hiring decisions have been made because a company 
used the wrong Facebook or LinkedIn profile. Applicants can 
post false information on social media sites, too. 

 Perhaps the biggest issue of all is objectivity. Says one em-
ployment expert, “Once an HR recruiter or administrator has 
been exposed to an applicant’s social networking profile, it’s 
difficult to remain objective and consider only the information 
that is relevant to the job.” 

 Another recruiting manager voiced his skepticism regard-
ing social media: “I’d love to drink the Kool-Aid if it did anything 
for me.” 

  S  ocial media sites such as Facebook, LinkedIn, and Twitter, 
and job boards like  Monster.com , are indispensable in to-
day’s marketplace for top talent. 

 It’s true that an online presence with social media sites is 
a good way to sniff out fraud. Studies reveal that 45 percent of 
today’s résumés contain at least one piece of false information. 
Mining social media sites is great at gaining a fuller—and more 
accurate—picture of a candidate. 

 One survey found that today 63 percent of employers use 
social media sites in recruitment and hiring decisions. Another 
revealed that 80 percent of employers plan to increase their 
presence on Facebook and LinkedIn in the future. 

 Not only can social media sites help you make a more in-
formed selection decisions, they can be a great help in recruit-
ing more and better candidates to apply in the first place. Dawn 
Mitchell, a recruiter for business software company Red Hat, 
says it’s about “living where the candidates are.” She says 
that nearly all her recent hires have come from social media 
 contacts. 

 Increasingly, recruiting firms that link applicants to com-
panies are finding social media critical for their business 
too. “Social media is the heart of everything we do,” said Bill 
Peppler of Kavaliro Staffing Services. “We make numerous job 
placements that we never would have been able to do without 
Facebook,” he said. 

 Accenture—the New York–based consulting firm—
has mastered the art of using social media in hiring. John 
Campagnino, Accenture’s global director of recruitment, says it 
has become “a centerpiece of our talent acquisition strategy.” 
Campagnino says that Accenture interacts with potential hires 
on Facebook, LinkedIn, and Twitter; posts jobs on these sites 
daily; and creates “talent communities” by joining professional 
groups. 

 Hiring without heavy reliance on social media is backward-
looking, and a missed opportunity. 

  Sources:  J. Light, “Recruiters Rethink Online Playbook,”  The Wall Street Journal  (January 18, 2011), p. B7; R. Pyrillis, “The 

Bait Debate,”  Workforce Management  (February 2011), pp. 16–22; and J. Bos, “Five Trends in Employee Screening: Is Your 

Company Prepared?”  Workforce Management  (March 2010), pp. 28–30.  
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  ●   The content of the performance evaluation also influences employee per-
formance and satisfaction. Specifically, performance and satisfaction are 
increased when the evaluation is based on  behavioral and results-oriented 
criteria, when career issues as well as performance issues are discussed, and 
when the employee has an  opportunity to participate in the  evaluation.        

  1    What is initial selection? What are the most useful 
methods?   

  2    What is substantive selection? What are the most useful 
methods?   

  3    What is contingent selection? What are the arguments 
for and against drug testing?   

  4    What are the similarities and differences among the four 
main types of training?   

  5    What are the similarities and differences between for-
mal and informal training methods?   

  6    What are the similarities and differences between on-
the-job and off-the-job training?   

  7    What are the purposes of performance evaluation? 
What are the methods by which it can be done?   

  8    How can managers improve performance evaluations?   

  9    How can organizations manage work -family conflicts?    

   QUESTIONS FOR REVIEW 

  EXPERIENTIAL EXERCISE   Evaluating Performance and Providing Feedback 

  Objective 
 To experience the assessment of performance and ob-
serve the provision of performance feedback.  

  Time 
 Approximately 30 minutes.  

  Procedure 
 Select a class leader—either a volunteer or someone cho-
sen by your instructor. The class leader will preside over 
the class discussion and perform the role of manager in 
the evaluation review. 

 Your instructor will leave the room. The class leader is 
then to spend up to 15 minutes helping the class to evalu-
ate your instructor. Your instructor understands that this 
is only a class exercise and is prepared to accept criticism 
(and, of course, any praise you may want to convey). Your 
instructor also recognizes that the leader’s evaluation is 
actually a composite of many students’ input. So, be open 
and honest in your evaluation and have confidence that 
your instructor will not be vindictive.  

 Research has identified seven performance dimen-
sions to the college instructor’s job: (1) instructor 
knowledge, (2) testing procedures, (3) student–teacher 
relations, (4) organizational skills, (5) communica-
tion skills, (6) subject relevance, and (7) utility of 
assignments. The discussion of your instructor’s per-
formance should focus on these seven dimensions. 
The leader may want to take notes for personal use but 
will not be required to give your instructor any written 
 documentation. 

 When the 15-minute class discussion is complete, the 
leader will invite the instructor back into the room. The 
performance review will begin as soon as the instructor 
walks through the door, with the class leader becom-
ing the manager and the instructor playing himself or 
 herself. 

 When completed, class discussion will focus on perfor-
mance evaluation criteria and how well your class leader 
did in providing performance feedback.   

  ETHICAL DILEMMA    Credit Checking 

 Is it unethical—or illegal—for a hiring organiza-
tion to check an applicant’s credit history? The Equal 

Employment Opportunity Commission (EEOC) 
seems to think so. It is suing Kaplan Higher Education 
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Corporation for its use of credit checks, alleging that 
relying on poor credit histories to reject applicants has 
adverse impact on minority applicants, with no legiti-
mate purpose justifying its use. Justine Lisser, an EEOC 
spokesperson, said, “Credit histories were not compiled 
to show responsibility. They were compiled to show 
whether or not someone was paying the bills, which is 
not always the same thing.” 

 In its defense, Kaplan maintained that it typically con-
ducted credit checks: “The checks are job-related and 
necessary for our organization to ensure that staffing han-
dling financial matters, including financial aid, are prop-
erly screened.” 

 A 2011 survey of employers revealed that 21 percent 
conducted credit checks on all applicants. That was up 
from 15 percent the year before. Two-thirds conduct 
credit checks on some applicants, up from 61 percent 
in 2010. 

 Joey Price, with BL Seamon, thought she had found 
the perfect candidate for a conference planner position. 
The candidate was fresh out of college but had experience 

planning conferences and a good academic record. But 
when Price found out that the candidate had multiple car 
repossessions, extremely high credit card bills, and collec-
tion agencies after her, she rejected her. “A credit report 
doesn’t lie,” Price said. 

  Questions 
   1.    Do you think organizations should be allowed to 

investigate applicants’ credit histories in the hiring 
process? Why or why not?   

   2.    Do you think Seamon’s Joey Price was within her 
rights to reject the applicant with the poor credit 
history? Do you think this candidate’s financial prob-
lems might be job relevant?   

   3.    Some employers chose to disclose their reasoning to 
applicants rejected for poor credit. Says one hiring 
manager, “If a credit check comes back poor, the 
potential employee has a week to dispute and correct 
the errors.” What are the advantages and disadvan-
tages of such a policy?    

  Sources:  J. Zappe, “Survey Finds More Companies Credit-Checking Candidates,”  ERE.net  (May 16, 2011), 
downloaded on July 11, 2011, from  www.ere.net/2011/ ; S. Greenhouse, “Hiring Suit Takes on Bias 
Based on Credit,”  The New York Times  (December 22, 2010), pp. B1, B4; J. Fairley, “Employers Face 
Challenges in Screening Candidates,”  Workforce Management  (November 2010), pp. 7–9; and B. Roberts, 
“Close-Up on Screening,”  HR Magazine  (February 2011), p. 23–29.  

  CASE INCIDENT 1    The End of the Performance Appraisal? 

 As we discussed in the chapter, organizations measure 
employee performance for a variety of reasons, includ-
ing determining which employees need training, who is 
performing well enough to earn a performance reward, 
and who deserves a promotion. Performance appraisal 
information can also help determine where problems 
lie in the company’s overall training and selection sys-
tems and defend HR decisions such as firings in court. 

 In light of these multiple uses, it might surprise you 
to learn that some companies are moving away from for-
mal appraisal processes. Business scholar Jeffery Pfeffer 
describes how HR managers at companies like Apple 
had to bribe managers to complete assigned reviews with 
free tickets to San Francisco Giants games, and the head 
of HR at SAS received cheers from employees when he 
had a bonfire to burn performance appraisal forms. 
Clearly, appraisals are not popular with the managers 
asked to perform them. Pfeffer notes that the subjective 
nature of these reviews is troubling to many managers, 
leading employees to spend much of their time ingrati-
ating themselves with the boss rather than doing their 

jobs. Moreover, appraisals put the focus on individual 
performance rather than on the performance of whole 
teams. Research conducted by Globoforce found that 
more than half the 631 survey respondents believed ap-
praisals did not accurately reflect their performance on 
the job. 

 So what is the alternative? Zappos now rates employ-
ees not on how well they accomplish tasks but rather on 
how well they embody the company’s core values. This 
 feedback is delivered much more frequently during the 
year than the traditional annual performance meet-
ing. Nor are the ratings used for disciplinary actions or 
promotions, though employees who get low scores are 
invited to take developmental classes to improve the fit 
between their behavior and the company culture. Apple 
has also eliminated annual performance reviews as nei-
ther timely nor helpful. Other companies have devel-
oped performance management software that automates 
and  streamlines a more continuous performance review, 
allowing employees to track their performance in real 
time. 

www.ere.net/2011/
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  CASE INCIDENT 2    Job Candidates Without Strong SAT Scores 
                     Need Not Apply 
 Many high school students probably believe that once 
they get into college, their SAT scores are a thing of the 
past. However, many job seekers are discovering their 
would-be employers are asking for their SAT scores as 
part of the selection process. Donna Chan, a 23-year-old 
graduate of New York’s Wagner College, learned that one 
of the minimum requirements for many of the entry-level 
financial services jobs she was seeking was a combined 
SAT score of 1300. According to the College Board, the 
organization that administers the exam, the average com-
bined math and verbal score of the freshman class of 
2005 (the last class to take the old version of the SAT) 
was 1028. Donna Chan’s score was “in the 1200s”—a good 
score to be sure, but not good enough to obtain any of 
the positions she was seeking, even though she earned a 
3.9 GPA in college. “I think it’s asking a bit much,” says 
Chan. “That’s something high school kids have to worry 
about. After four years of working hard, I think you’ve 
paid your dues, and unless you’re applying to  Princeton 
Review  or some math-related, analytical job, I don’t see 
the relevance.” 

 Apparently, however, some recruiters do. Alan Sage, a 
vice president at systems management software company 
Configuresoft Inc., says SAT scores are a good predictor 
of success in his company, and he regularly has applicants 
submit their scores when applying for sales positions. He 
set the mark at a combined score of 1200—lower than 
Donna Chan faced but nonetheless well above average. 
Says Sage, “In my experience, people with high SAT scores 
tend to do better.” He adds, however, that “we wouldn’t 
exclude someone from an interview if he or she didn’t 
score high.” Similarly, Google has used SAT scores to 

identify individuals with higher levels of cognitive  ability 
in the hiring process, but it also does not use an absolute 
cutoff. 

 Some individuals, such as Kristin Carnahan, a 
 spokesperson for the College Board, feel companies 
should use other measures of cognitive ability, such as 
college grades, which are also more recent indicators 
than SAT scores. Google uses grades in addition to SAT 
scores because it believes grades reflect motivation and 
discipline as well as intellectual ability. However, grades 
aren’t standardized across institutions, so they can’t be 
compared like SAT scores can. Grade inflation also may 
make it more difficult for recruiters to assess an appli-
cant’s GPA. Because OB research has shown cognitive 
ability is a strong predictor of job performance—and the 
SAT is supposedly a measure of cognitive ability—many 
companies may continue to use it as a benchmark for job 
applicants. 

  Questions 
   1.    Is it fair for hiring organizations to require minimum 

scores on standardized tests such as the SAT? Why or 
why not?   

   2.    As a recruiter choosing between two individuals with 
different SAT scores, would you have difficulty giv-
ing the job to the applicant with the lower score? 
On what additional factors might your choice 
 depend?   

   3.    What other indicators of job performance, besides 
SAT scores, could you use to screen job applicants? 
What are the advantages and disadvantages of 
each?   

  Sources:  Based on R. Pyrillis, “Is Your Performance Review Underperforming?”  Workforce Management  
(May 2011), pp. 20–25; S. A. Culbert and L. Rout,  Get Rid of the Performance Review!  (New York: Business 
Plus, 2010); and J. Pfeffer, “Low Grades for Performance Reviews,”  BusinessWeek  (August 3, 2009), 
p. 68.  

  Questions 
   1.    Have you ever been through a performance 

appraisal? Do the reactions to appraisal systems 
described here match your experience? Why or 
why not?   

   2.    What are some potential advantages of providing em-
ployees with more regular developmental feedback 
than an annual meeting?   

   3.    Are there potential drawbacks to eliminating conven-
tional performance appraisal systems? What systems 
would need to be put in place to replace formal 
 appraisals?   

   4.    Would you feel comfortable providing others with 
performance feedback? What are some of the 
 possible reasons managers often prefer not to give 
 employees critiques of their performance?    
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  SWEET CHANGES AT CADBURY? 
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Hostile takeovers are never easy, especially for those in the company 

being acquired. But some takeovers are more hostile than others. 

 Kraft’s acquisition of Cadbury is a case in point. After its initial 

offer to acquire the UK confectioner was deemed “derisory,” Kraft sweetened 

the deal, and Cadbury’s CEO declared it “good value for Cadbury sharehold-

ers.” Cadbury managers and employees, however, continue to have difficulty 

adjusting to the change. 

 One problem was the way Kraft handled the acquisition. Shortly after 

signing the deal, Kraft reneged on its pledge to keep Cadbury’s Somerdale, 

England, plant open. The British, infuriated, demanded that Kraft CEO Irene 

Rosenfeld appear before Parliament. Rosenfeld refused, saying, it “was not 

the best use of my personal time.” Members of Parliament, in turn, threat-

ened to bring charges of contempt. Rosenfeld retorted: “The continued 

 assault has been somewhat surprising.” 

 The public relations aspect of the plant closing will probably blow over 

with time. However, a deeper and potentially more serious issue is the differ-

ence in cultures between the two organizations. 

 Kraft, by far the larger, is known for its formal and relatively hierarchical 

culture. Its meetings tend to be lengthy, with most decisions requiring the 

approval of top-level executives. 

 Cadbury was known for its more informal and more egalitarian culture. Its 

former CEO was often seen on the shop floor talking informally with workers. 

Its managers felt they were given the autonomy to be creative. Its market-

ing team won awards for producing the “Cadbury Gorilla” ad (available on 

YouTube). 

 Some employees who had been part of Cadbury have complained of 

Kraft’s “Orwellian” management. Cadbury managers complain that Kraft 

“runs the show with military precision . . . directives or proposals pass through 

a hierarchy of layers.” Says another anonymous manager: “That more entre-

preneurial side of things got quashed because there are so many more layers 

of input and discussion.” And according to a former employee, “Cadbury has 

a cutting edge understanding of the shopper and its retail customers. We 

spent years building that at Cadbury, and that’s been lost.” 

 The  Financial Times  commented: “The tension reaches all levels of former 

Cadbury staff, from the commercial division to the factory floor.” On the other 

hand, some argue that Cadbury has reacted in a childish manner.  Bloomberg 

Businessweek  commented, “For many Brits, complaining is a national sport.” 

 Is this a story of culture clash where a sympathetic, entrepreneurial 

company is devoured by an arrogant, bureaucratic one? Or is it a case of 

     LEARNING 
OBJECTIVES 
 After studying this chapter, 
you should be able to: 

1    Identify forces that act 
as stimulants to change, 
and contrast planned and 
unplanned change.  

2    Describe the sources of 
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3    Compare the four main 
approaches to managing 
organizational change.  

4    Demonstrate two ways 
of creating a culture for 
change.  

5    Define  stress,  and identify 
its potential sources.  

6    Identify the consequences 
of stress.  

7    Contrast the individual and 
organizational approaches 
to managing stress.     
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   It is not the strongest of the species that 

survives, nor the most intelligent, but the one 
most responsive to change.       —Charles Darwin      
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 employees of a proud, smaller company refusing to adapt to new business con-

ditions and a new culture? 

 The answer you favor appears to depend upon which side of the Atlantic 

you reside on. 

 Sources: L. Lucas, “Cadbury People Still Chewing on Kraft Culture,”  Financial Times  (January 15, 
2011), p. 13; L. Lucas and A. Rappeport, “Mergers and Acquisitions: A Bitter Taste,”  Financial Times
(May 23, 2011), downloaded on July 19, 2011, from  www.ft.com/ ; and M. Scott, “Why Britain Will 
Survive Kraft’s Takeover of Cadbury,”  Bloomberg Businessweek  (January 21, 2010), downloaded on 
July 8, 2011, from  www.businessweek.com/ .   

T  his chapter is about change and stress. We describe environmental forces 
that require firms to change, why people and organizations often resist 
change, and how this resistance can be overcome. We review processes for 

managing organizational change. Then we move to the topic of stress and its 
sources and consequences. In closing, we discuss what individuals and organiza-
tions can do to better manage stress levels. 

 First, see how well you handle change by taking the following self-assessment.   

S A L
SELF-ASSESSMENT LIBRARY

   How Well Do I Respond to Turbulent Change? 

 In the Self-Assessment Library (available on CD and online), take assessment 
III.C.1 (How Well Do I Respond to Turbulent Change?) and answer the following 
questions. 

    1.   How did you score? Are you surprised by your score?  
   2.   During what time of your life have you experienced the most change? How 

did you deal with it? Would you handle these changes in the same way to-
day? Why or why not?  

   3.   Are there ways you might reduce your resistance to change?   

 No company today is in a particularly stable environment. Even those with dom-
inant market share must change, sometimes radically. Even though Apple has 
been successful with its iPad, the growing number of competitors in the field 
of tablet computers suggests that Apple will need to continually update and in-
novate to keep ahead of the market. 

 “Change or die!” is thus the rallying cry among today’s managers worldwide. 
 Exhibit   18-1    summarizes six specific forces stimulating change. 

 In a number of places in this book, we’ve discussed the  changing nature of 
the workforce.  Almost every organization must adjust to a multicultural environ-
ment, demographic changes, immigration, and outsourcing.  Technology  is con-
tinually changing jobs and organizations. It is not hard to imagine the very idea 
of an office becoming an antiquated concept in the near future. 

 The housing and financial sectors recently have experienced extraordinary 
 economic shocks,  leading to the elimination, bankruptcy, or acquisition of some of 

1   Identify forces that act 

as stimulants to change, 

and contrast planned and 

 unplanned change. 

  Forces for Change     

www.ft.com/
www.businessweek.com/
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the best-known U.S. companies, including Bear Stearns, Merrill Lynch, Lehman 
Brothers, Countrywide Financial, Washington Mutual, and Ameriquest. Tens of 
thousands of jobs were lost and may never return. After years of declining num-
bers of bankruptcies, the global recession caused the bankruptcy of auto manu-
facturers General Motors and Chrysler, retailers Borders and Sharper Image, 
and myriad other organizations. 

  Competition  is changing. Competitors are as likely to come from across 
the ocean as from across town. Successful organizations will be fast on their 
feet,  capable of developing new products rapidly and getting them to  market 
quickly. In other words, they’ll be flexible and will require an equally  flexible 
and responsive workforce. Increasingly, in the United States and Europe, the 
government regulates business practices, including executive pay. 

  Social trends  don’t remain static either. Consumers who are otherwise 
strangers now meet and share product information in chat rooms and blogs. 
Companies must continually adjust product and marketing strategies to be 
 sensitive to changing social trends, as Liz Claiborne did when it sold off fashion 
brands (such as Ellen Tracy), deemphasized large vendors such as Macy’s, and 
streamlined operations and cut staff. Consumers, employees, and  organizational 
leaders are more sensitive to environmental concerns. “Green” practices are 
quickly becoming expected rather than optional. 

 Not even globalization’s strongest proponents could have imagined how 
 world politics  would change in recent years. We’ve seen a major set of financial 
crises that have rocked global markets, a dramatic rise in the power and influ-
ence of China, and dramatic shakeups in government across the Arab world. 
Throughout the industrialized world, businesses—particularly in the banking 
and financial sectors—have come under new scrutiny.  

       Forces for Change    Exhibit 18-1 

Force Examples

Nature of the workforce More cultural diversity

Aging population

Increased immigration and outsourcing

Technology Faster, cheaper, and more mobile computers and
handheld devices

Emergence and growth of social networking sites

Deciphering of the human genetic code

Economic shocks Rise and fall of global housing market

Financial sector collapse

Global recession

Competition Global competitors

Mergers and consolidations

Increased government regulation of commerce

Social trends Increased environmental awareness

Liberalization of attitudes toward gay, lesbian,
and transgender employees

More multitasking and connectivity

World politics Rising health care costs

Negative social attitudes toward business and
executives

Opening of markets in China
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 A group of housekeeping employees who work for a small hotel confronted the 
owner: “It’s very hard for most of us to maintain rigid 7-to-4 work hours,” said 
their spokeswoman. “Each of us has significant family and personal responsibili-
ties. And rigid hours don’t work for us. We’re going to begin looking for some-
place else to work if you don’t set up flexible work hours.” The owner listened 
thoughtfully to the group’s ultimatum and agreed to its request. The next day, 
a flextime plan for these employees was introduced.   

 A major automobile manufacturer spent several billion dollars to install 
state-of-the-art robotics. One area that would receive the new equipment was 
quality control, where sophisticated computers would significantly improve 
the company’s ability to find and correct defects. Because the new equipment 
would dramatically change the jobs in the quality-control area, and because 
management anticipated considerable employee resistance to it, executives 
were developing a program to help people become familiar with it and deal 
with any anxieties they might be feeling. 

 Both these scenarios are examples of  change     , or making things different. 
However, only the second scenario describes a  planned change     . Many changes 
are like the one that occurred at the hotel: they just happen. Some organiza-
tions treat all change as an accidental occurrence. In this chapter, we address 
change as an intentional, goal-oriented activity. 

 What are the goals of planned change? First, it seeks to improve the ability 
of the organization to adapt to changes in its environment. Second, it seeks to 
change employee behavior. 

 Who in organizations is responsible for managing change activities? The an-
swer is  change agents     .  1   They see a future for the organization that others have 
not identified, and they are able to motivate, invent, and implement this vision. 
Change agents can be managers or nonmanagers, current or new employees, 
or outside consultants. 

  DuPont has two primary change agents in CEO Ellen Kullman and Chief 
Innovation Officer Thomas Connelly.  2   Taking the reins of the company in 2010, 
Kullman has pushed the organization toward a higher level of achievement by 
focusing on a principle Connelly calls “launch hard and ramp fast.” This means 
the organization will seek to derive as much of its revenues from new products 
as possible. The goal is to move DuPont from a comparatively placid culture 
to one that focuses on market-driven science and delivers products customers 
need. The process has not always been easy, but it is necessary to keep DuPont 
ahead of the competitive marketplace. 

 Many change agents fail because organizational members resist change. In the 
next section, we discuss resistance to change and what managers can do about it.  

  Planned Change 

          Jeff Bezos is the change agent 
at  Amazon.com . He founded the 

company as an online bookstore in 
1994 and then built it into the larg-

est retailer on the Web that sells 
everything from groceries to elec-

tronics. Amazon changed from a 
seller of electronics to also become 

a product developer when it cre-
ated the Kindle reading device and 
the Kindle service for downloading 
books in less than 60 seconds. In his 
drive for change at Amazon, Bezos 
combines a long-term orientation 
with identifying a customer need. 
Bezos is shown here unveiling the 
Kindle DX, a large-screen version 

of the original Kindle designed for 
reading newspapers, magazines, 

and textbooks.  
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 Our egos are fragile, and we often see change as threatening. One recent study 
showed that even when employees are shown data that suggest they need to 
change, they latch onto whatever data they can find that suggests they are okay 
and don’t need to change.  3   Employees who have negative feelings about a 

2   Describe the sources of 

 resistance to change. 

  Resistance to Change     
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change cope by not thinking about it, increasing their use of sick time, and 
quitting. All these reactions can sap the organization of vital energy when it is 
most needed.  4   

 Resistance to change can be positive if it leads to open discussion and de-
bate.  5   These responses are usually preferable to apathy or silence and can in-
dicate that members of the organization are engaged in the process, providing 
change agents an opportunity to explain the change effort. Change agents can 
also use resistance to modify the change to fit the preferences of other mem-
bers of the organization. When they treat resistance only as a threat, rather than 
a point of view to be discussed, they may increase dysfunctional conflict. 

 Resistance doesn’t necessarily surface in standardized ways. It can be overt, 
implicit, immediate, or deferred. It’s easiest for management to deal with 
overt and immediate resistance, such as complaints, a work slowdown, or a 
strike threat. The greater challenge is managing resistance that is implicit or 
deferred. These responses—loss of loyalty or motivation, increased errors or 
absenteeism—are more subtle and more difficult to recognize for what they 
are. Deferred actions also cloud the link between the change and the reaction 
to it and may surface weeks, months, or even years later. Or a single change of 
little inherent impact may be the straw that breaks the camel’s back because 
resistance to earlier changes has been deferred and stockpiled. 

  Exhibit   18-2    summarizes major forces for resistance to change, categorized 
by their sources. Individual sources reside in human characteristics such as per-
ceptions, personalities, and needs. Organizational sources reside in the struc-
tural makeup of organizations themselves. 

  It’s worth noting that not all change is good. Speed can lead to bad deci-
sions, and sometimes those initiating change fail to realize the full magnitude 
of the effects or their true costs. Rapid, transformational change is risky, and 

change      Making things different.     planned change      Change activities that 
are intentional and goal oriented.   

change agents      Persons who act as 
catalysts and assume the responsibility 
for managing change activities.   

Rising Risks of Social Networking at WorkOB Poll
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 Source: Based on J. Yang and P. Trap, “Society for Human Resource Management Survey,”  USA Today  (June 2, 2011), p. 1B. 

MyManagementLab
For an interactive application of this 
topic, check out this chapter’s 
simulation activity at 
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       Sources of Resistance to Change    Exhibit 18-2 

Individual Sources
Habit—To cope with life’s complexities, we rely on habits or programmed responses.
But when confronted with change, this tendency to respond in our accustomed ways
becomes a source of resistance.

Security—People with a high need for security are likely to resist change because it
threatens their feelings of safety.

Economic factors—Changes in job tasks or established work routines can arouse
economic fears if people are concerned that they won’t be able to perform the new
tasks or routines to their previous standards, especially when pay is closely tied to
productivity.

Fear of the unknown—Change substitutes ambiguity and uncertainty for the
unknown.

Selective information processing—Individuals are guilty of selectively processing
information in order to keep their perceptions intact. They hear what they want to
hear, and they ignore information that challenges the world they’ve created.

Organizational Sources
Structural inertia—Organizations have built-in mechanisms—such as their selection
processes and formalized regulations—to produce stability. When an organization is
confronted with change, this structural inertia acts as a counterbalance to sustain
stability.

Limited focus of change—Organizations consist of a number of interdependent
subsystems. One can’t be changed without affecting the others. So limited changes in
subsystems tend to be nullified by the larger system.

Group inertia—Even if individuals want to change their behavior, group norms may
act as a constraint.

Threat to expertise—Changes in organizational patterns may threaten the expertise
of specialized groups.

Threat to established power relationships—Any redistribution of decision-making
authority can threaten long-established power relationships within the organization.

some organizations have collapsed for this reason.  6   Change agents need to 
carefully think through the full implications.   

   Overcoming Resistance to Change 
 Eight tactics can help change agents deal with resistance to change.  7   Let’s 
 review them briefly. 

  Education and Communication     Communicating the logic of a change can re-
duce employee resistance on two levels. First, it fights the effects of misinfor-
mation and poor communication: if employees receive the full facts and clear 
up misunderstandings, resistance should subside. Second, communication can 
help “sell” the need for change by packaging it properly.  8   A study of German 
companies revealed changes are most effective when a company communicates 
a rationale that balances the interests of various stakeholders (shareholders, 
employees, community, customers) rather than those of shareholders only.  9   
Another study of a changing organization in the Philippines found that formal 
change information sessions decreased employee anxiety about the change, 
while providing high-quality information about the change increased commit-
ment to it.  10    

  Participation     It’s difficult to resist a change decision in which we’ve par-
ticipated. Assuming participants have the expertise to make a meaningful 
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 contribution, their involvement can reduce resistance, obtain commitment, and 
increase the quality of the change decision. However, against these advantages 
are the negatives: potential for a poor solution and great consumption of time.  

  Building Support and Commitment     When employees’ fear and anxiety are 
high, counseling and therapy, new-skills training, or a short paid leave of absence 
may facilitate adjustment. When managers or employees have low emotional 
commitment to change, they favor the status quo and resist it.  11   Employees are 
also more accepting of changes when they are committed to the organization 
as a whole.  12   So, firing up employees and emphasizing their commitment to 
the organization overall can also help them emotionally commit to the change 
rather than embrace the status quo.  

  Develop Positive Relationships     People are more willing to accept changes if 
they trust the managers implementing them.  13   One study surveyed 235 employ-
ees from a large housing corporation in the Netherlands that was experiencing 
a merger. Those who had a more positive relationship with their supervisors, 
and who felt that the work environment supported development, were much 
more positive about the change process.  14   Another set of studies found that 
individuals who were dispositionally resistant to change felt more positive about 
the change if they trusted the change agent.  15   This research suggests that if 
managers are able to facilitate positive relationships, they may be able to over-
come resistance to change even among those who ordinarily don’t like changes.  

  Implementing Changes Fairly     One way organizations can minimize negative 
impact is to make sure change is implemented fairly. As we saw in  Chapter   7   , 
procedural fairness is especially important when employees perceive an out-
come as negative, so it’s crucial that employees see the reason for the change 
and perceive its implementation as consistent and fair.  16    

  Manipulation and Cooptation      Manipulation  refers to covert influence at-
tempts. Twisting facts to make them more attractive, withholding information, 
and creating false rumors to get employees to accept change are all examples of 
manipulation. If management threatens to close a manufacturing plant whose 
employees are resisting an across-the-board pay cut, and if the threat is actu-
ally untrue, management is using manipulation.  Cooptation,  on the other hand, 
combines manipulation and participation. It seeks to “buy off” the leaders of a 
resistance group by giving them a key role, seeking their advice not to find a bet-
ter solution but to get their endorsement. Both manipulation and cooptation 
are relatively inexpensive ways to gain the support of adversaries, but they can 
backfire if the targets become aware they are being tricked or used. Once that’s 
discovered, the change agent’s credibility may drop to zero.  

  Selecting People Who Accept Change     Research suggests the ability to eas-
ily accept and adapt to  change  is related to personality—some people simply 
have more positive attitudes about change than others.  17   Such individuals are 
open to experience, take a positive attitude toward change, are willing to take 
risks, and are flexible in their behavior. One study of managers in the United 
States, Europe, and Asia found those with a positive self-concept and high risk 
tolerance coped better with organizational change. A study of 258 police of-
ficers found those higher in growth-needs strength, internal locus of control, 
and internal work motivation had more positive attitudes about organizational 
change efforts.  18   Individuals higher in general mental ability are also better able 
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to learn and adapt to changes in the workplace.  19   In sum, an impressive body of 
evidence shows organizations can facilitate change by selecting people predis-
posed to accept it. 

 Besides selecting individuals who are willing to accept changes, it is also pos-
sible to select teams that are more adaptable. Studies have shown that teams 
that are strongly motivated by learning about and mastering tasks are better 
able to adapt to changing environments.  20   This research suggests that it may be 
necessary to consider not just individual motivation, but also group motivation 
when trying to implement changes.  

  Coercion     Last on the list of tactics is  coercion,  the application of direct threats 
or force on the resisters. If management really is determined to close a manufac-
turing plant whose employees don’t acquiesce to a pay cut, the company is using 
coercion. Other examples are threats of transfer, loss of promotions, negative 
performance evaluations, and a poor letter of recommendation. The advantages 
and drawbacks of coercion are approximately the same as for  manipulation and 
cooptation.   

  The Politics of Change 
 No discussion of resistance would be complete without a brief mention of the 
politics of change. Because change invariably threatens the status quo, it inher-
ently implies political activity. 

 Politics suggests the impetus for change is more likely to come from outside 
change agents, employees new to the organization (who have less invested in 
the status quo), or managers slightly removed from the main power structure. 
Managers who have spent their entire careers with a single organization and 
achieved a senior position in the hierarchy are often major impediments to 
change. It is a very real threat to their status and position. Yet they may be ex-
pected to implement changes to demonstrate they’re not merely caretakers. By 
acting as change agents, they can convey to stockholders, suppliers, employees, 
and customers that they are addressing problems and adapting to a dynamic 
environment. Of course, as you might guess, when forced to introduce change, 
these longtime power holders tend to implement incremental changes. Radical 
change is too threatening. This explains why boards of directors that recognize 
the imperative for rapid and radical change frequently turn to outside candi-
dates for new leadership.  21     

 Now we turn to several approaches to managing change: Lewin’s classic three-
step model of the change process, Kotter’s eight-step plan, action research, and 
organizational development. 

  Lewin’s Three-Step Model 
 Kurt Lewin argued that successful change in organizations should follow 
three steps:  unfreezing      the status quo,  movement      to a desired end state, and 
  refreezing      the new change to make it permanent.  22   (See  Exhibit   18-3   .) 

 The status quo is an equilibrium state. To move from equilibrium—to overcome 
the pressures of both individual resistance and group conformity— unfreezing 

3   Compare the four main 

approaches to managing 

organizational change. 

  Approaches to Managing Organizational Change     
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must happen in one of three ways (see  Exhibit   18-4   .) The  driving forces     , which 
direct behavior away from the status quo, can be increased. The  restraining 

forces     , which hinder movement away from equilibrium, can be decreased. A 
third alternative is to combine the first two approaches. Companies that have 
been successful in the past are likely to encounter restraining forces because 
people question the need for change.  23   Similarly, research shows that com-
panies with strong cultures excel at incremental change but are overcome by 
 restraining forces against radical change.  24   

 Consider a large oil company that decided to consolidate its three divisional 
marketing offices in Seattle, San Francisco, and Los Angeles into a single re-
gional San Francisco office. The decision was made in New York and the people 
affected had no say whatsoever in the choice. The reorganization meant trans-
ferring more than 150 employees, eliminating some duplicate managerial posi-
tions, and instituting a new hierarchy of command. 

 The oil company’s management could expect employee resistance to the 
consolidation. Those in Seattle or Los Angeles may not want to transfer to an-
other city, pull youngsters out of school, make new friends, adapt to new co-
workers, or undergo the reassignment of responsibilities. Positive incentives 
such as pay increases, liberal moving expenses, and low-cost mortgage funds for 
new homes in San Francisco might encourage employees to accept the change. 
Management might also unfreeze acceptance of the status quo by removing 
restraining forces. It could counsel employees individually, hearing and clarify-
ing each employee’s specific concerns and apprehensions. Assuming most are 

  unfreezing      Changing to overcome the 
pressures of both individual resistance 
and group conformity.   

  refreezing      Stabilizing a change 
intervention by balancing driving and 
restraining forces.   

restraining forces      Forces that 
hinder movement from the existing 
equilibrium.   

       Lewin’s Three-Step Change Model    Exhibit 18-3 

Unfreezing Movement Refreezing

       Unfreezing the Status Quo    Exhibit 18-4 

Restraining
forces

Desired
state

Status
quo

Time

Driving
forces

movement      A change process that 
transforms the organization from the 
status quo to a desired end state.   

  driving forces      Forces that direct 
behavior away from the status quo.   
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1. Establish a sense of urgency by creating a compelling reason for why change is needed.

2. Form a coalition with enough power to lead the change.

3. Create a new vision to direct the change and strategies for achieving the vision.

4. Communicate the vision throughout the organization.

5. Empower others to act on the vision by removing barriers to change and encouraging
risk taking and creative problem solving.

6. Plan for,rr create, and reward short-term “wins” that move the organization toward the
new vision.

7. Consolidate improvements, reassess changes, and make necessary adjustments in the
new programs.

8. Reinforce the changes by demonstrating the relationship between new behaviors and
organizational success.

 unjustified, the counselor could assure employees there was nothing to fear 
and offer tangible evidence that restraining forces are unwarranted. If resis-
tance is extremely high, management may have to resort to both reducing re-
sistance and increasing the attractiveness of the alternative if the unfreezing is 
to be successful. 

 Research on organizational change has shown that, to be effective, the ac-
tual change has to happen quickly.  25   Organizations that build up to change do 
less well than those that get to and through the movement stage quickly. 

 Once change has been implemented, to be successful the new situation 
must be refrozen so it can be sustained over time. Without this last step, change 
will likely be short-lived and employees will attempt to revert to the previous 
equilibrium state. The objective of refreezing, then, is to stabilize the new situa-
tion by balancing the driving and restraining forces. 

 How could the oil company’s management refreeze its consolidation 
change? By systematically replacing temporary forces with permanent ones. 
Management might impose a permanent upward adjustment of salaries. The 
formal rules and regulations governing behavior of those affected by the 
change should also be revised to reinforce the new situation. Over time, of 
course, the work group’s own norms will evolve to sustain the new equilibrium. 
But until that point is reached, management will have to rely on more formal 
 mechanisms.  

  Kotter’s Eight-Step Plan for Implementing Change 
 John Kotter of the Harvard Business School built on Lewin’s three-step model 
to create a more detailed approach for implementing change.  26   Kotter began 
by listing common mistakes managers make when trying to initiate change. 
They may fail to create a sense of urgency about the need for change, to create 
a coalition for managing the change process, to have a vision for change and 
effectively communicate it, to remove obstacles that could impede the vision’s 
achievement, to provide short-term and achievable goals, and to anchor the 
changes into the organization’s culture. They may also declare victory too soon. 

 Kotter then established eight sequential steps to overcome these problems. 
They’re listed in  Exhibit   18-5   . 

 Notice how Kotter’s first four steps essentially extrapolate Lewin’s “unfreez-
ing” stage. Steps 5, 6 and 7 represent “movement,” and the final step works on 

  Source: Based on J. P. Kotter,  Leading Change  (Boston: Harvard Business School Press, 1996).   

       Kotter’s Eight-Step Plan for Implementing Change   Exhibit 18-5 
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“refreezing.” So Kotter’s contribution lies in providing managers and change 
agents with a more detailed guide for successfully implementing change.  

  Action Research 
Action research      is a change process based on the systematic collection of data 
and selection of a change action based on what the analyzed data indicate.  27   Its 
value is in providing a scientific methodology for managing planned change. 
Action research consists of five steps (note how they closely parallel the scien-
tific method): diagnosis, analysis, feedback, action, and evaluation. 

 The change agent, often an outside consultant in action research, begins by 
gathering information about problems, concerns, and needed changes from 
members of the organization. This  diagnosis  is analogous to the physician’s 
search to find specifically what ails a patient. In action research, the change 
agent asks questions, reviews records, and interviews employees and listens to 
their concerns. 

 Diagnosis is followed by  analysis.  What problems do people key in on? What 
patterns do these problems seem to take? The change agent synthesizes this 
information into primary concerns, problem areas, and possible actions. 

 Action research requires the people who will participate in any change pro-
gram to help identify the problem and determine the solution. So the third 
step— feedback —requires sharing with employees what has been found from the 
first and second steps. The employees, with the help of the change agent, de-
velop action plans for bringing about any needed change. 

 Now the  action  part of action research is set in motion. The employees and 
the change agent carry out the specific actions they have identified to correct 
the problem. 

 The final step, consistent with the scientific underpinnings of action re-
search, is  evaluation  of the action plan’s effectiveness, using the initial data gath-
ered as a benchmark. 

 Action research provides at least two specific benefits. First, it’s problem fo-
cused. The change agent objectively looks for problems, and the type of prob-
lem determines the type of change action. Although this may seem intuitively 
obvious, many change activities are not handled this way. Rather, they’re solu-
tion centered. The change agent has a favorite solution—for example, imple-
menting flextime, teams, or a process reengineering program—and then seeks 
out problems that the solution fits. 

 Second, because action research engages employees so thoroughly in the 
process, it reduces resistance to change. Once employees have actively partici-
pated in the feedback stage, the change process typically takes on a momentum 
of its own under their sustained pressure to bring it about.  

  Organizational Development 
Organizational development (OD)      is a collection of change methods that try to 
improve organizational effectiveness and employee well-being.  28        

 OD methods value human and organizational growth, collaborative and 
 participative processes, and a spirit of inquiry.  29   Contemporary OD borrows 

action research      A change process 
based on systematic collection of data 
and then selection of a change action 
based on what the analyzed data 
indicate.   

  organizational development (OD)      
A collection of planned change 
interventions, built on humanistic–
democratic values, that seeks to 
improve organizational effectiveness 
and employee well-being.   
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heavily from postmodern philosophy in placing heavy emphasis on the subjec-
tive ways in which people see their environment. The focus is on how individu-
als make sense of their work environment. The change agent may take the lead 
in OD, but there is a strong emphasis on collaboration. These are the underly-
ing  values in most OD efforts: 

 1. Respect for people.     Individuals are perceived as responsible, conscien-
tious, and caring. They should be treated with dignity and respect.  

   2.   Trust and support.     An effective and healthy organization is characterized 
by trust, authenticity, openness, and a supportive climate.  

   3.   Power equalization.     Effective organizations deemphasize hierarchical au-
thority and control.  

   4.   Confrontation.     Problems should be openly confronted, not swept under 
the rug.  

   5.   Participation.     The more engaged in the decisions they are, the more peo-
ple affected by a change will be committed to implementing them.   

 What are some OD techniques or interventions for bringing about change? 
Here are six. 

  Sensitivity Training     A variety of names— sensitivity training     , laboratory train-
ing, encounter groups, and T-groups (training groups)—all refer to an early 
method of changing behavior through unstructured group interaction.  30   Mem-
bers were brought together in a free and open environment in which partici-
pants discuss themselves and their interactive processes, loosely directed by a 
professional behavioral scientist who created the opportunity to express ideas, 
beliefs, and attitudes without taking any leadership role. The group was process-
oriented, which means individuals learned through observing and participating 
rather than being told. 

  Many participants found these unstructured groups intimidating, chaotic, and 
damaging to work relationships. Although extremely popular in the 1960s, they 
diminished in use during the 1970s and have essentially disappeared. However, 
organizational interventions such as diversity training, executive coaching, and 
team-building exercises are descendants of this early OD intervention technique.  

          These retirement center employees 
participate in a simulated training 
program to help them understand 

the diminishing abilities of the 
older population that is growing 

in developing nations worldwide. 
While wearing glasses that blurred 

their vision, they collaborated in an 
activity of devising a driving route. 

Called Xtreme Aging, the train-
ing program has become a regular 
part of many nursing and  medical 

school curricula and corporate 
training programs and is designed 
to help participants grow in their 

understanding of and sensitivity to 
the needs of older customers and 

fellow workers.  
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Survey Feedback     One tool for assessing attitudes held by organizational mem-
bers, identifying discrepancies among member perceptions, and solving these 
differences is the  survey feedback      approach.  31   

 Everyone in an organization can participate in survey feedback, but 
of key  importance is the organizational “family”—the manager of any 
given unit and the employees who report directly to him or her. All usually 
 complete a  questionnaire about their perceptions and attitudes on a range 
of topics,  including decision-making practices; communication effectiveness; 
 coordination among units; and satisfaction with the organization, job, peers, 
and immediate supervisor. 

 Data from this questionnaire are tabulated with data pertaining to an indi-
vidual’s specific “family” and to the entire organization and then distributed to 
employees. These data become the springboard for identifying problems and 
clarifying issues that may be creating difficulties for people. Particular attention 
is given to encouraging discussion and ensuring it focuses on issues and ideas 
and not on attacking individuals. For instance, are people listening? Are new 
ideas being generated? Can decision making, interpersonal relations, or job 
assignments be improved? Answers should lead the group to commit to various 
remedies for the problems identified.  

Process Consultation     Managers often sense their unit’s performance can be 
improved but are unable to identify what to improve and how. The purpose of 
process consultation (PC)      is for an outside consultant to assist a client, usually a 
manager, “to perceive, understand, and act upon process events” with which the 
manager must deal.  32   These events might include work flow, informal relation-
ships among unit members, and formal communication channels. 

 PC is similar to sensitivity training in assuming we can improve organiza-
tional effectiveness by dealing with interpersonal problems and in emphasizing 
involvement. But PC is more task directed, and consultants are there to “give 
the client ‘insight’ into what is going on around him, within him, and between 
him and other people.”  33   They do not solve the organization’s problems but 
rather guide or coach the client to solve his or her own problems after  jointly
diagnosing what needs improvement. The client develops the skill to analyze 
processes within his or her unit and can continue to call on it long after the 
consultant is gone. Because the client actively participates in both the diagnosis 
and the development of alternatives, he or she arrives at greater understanding 
of the process and the remedy and is less resistant to the action plan chosen.  

Team Building     We’ve noted throughout this book that organizations increas-
ingly rely on teams to accomplish work tasks.  Team building      uses high-interaction 
group activities to increase trust and openness among team members, improve 
coordinative efforts, and increase team performance.  34   Here, we emphasize the 
intragroup level, meaning organizational families (command groups) as well as 
committees, project teams, self-managed teams, and task groups.       

sensitivity training      Training groups 
that seek to change behavior through 
unstructured group interaction.   

  process consultation (PC)      A meeting 
in which a consultant assists a client 
in understanding process events 
with which he or she must deal and 
identifying processes that need 
improvement.   

team building      High interaction among 
team members to increase trust and 
openness.   

survey feedback      The use 
of questionnaires to identify 
discrepancies among member 
perceptions; discussion follows, and 
remedies are suggested.   
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 Team building typically includes goal-setting, development of interpersonal 
relations among team members, role analysis to clarify each member’s role and 
responsibilities, and team process analysis. It may emphasize or exclude certain 
activities, depending on the purpose of the development effort and the specific 
problems with which the team is confronted. Basically, however, team building 
uses high interaction among members to increase trust and openness.  

Intergroup Development     A major area of concern in OD is dysfunctional con-
flict among groups.  Intergroup development      seeks to change groups’ attitudes, 
stereotypes, and perceptions about each other. Here, training sessions closely 
resemble diversity training (in fact, diversity training largely evolved from in-
tergroup development in OD), except rather than focusing on demographic 
differences, they focus on differences among occupations, departments, or divi-
sions within an organization. 

  In one company, the engineers saw the accounting department as composed 
of shy and conservative types and the human resources department as having a 
bunch of “ultra-liberals more concerned that some protected group of employ-
ees might get their feelings hurt than with the company making a profit.” Such 
stereotypes can have an obvious negative impact on coordination efforts among 
departments. 

 Among several approaches for improving intergroup relations, a popular 
one emphasizes problem solving.  35   Each group meets independently to list 
its perceptions of itself and of the other group and how it believes the other 
group perceives it. The groups share their lists, discuss similarities and differ-
ences, and look for the causes of disparities. Are the groups’ goals at odds? 
Were perceptions distorted? On what basis were stereotypes formulated? Have 
some differences been caused by misunderstanding of intentions? Have words 
and concepts been defined differently by each group? Answers to questions like 
these clarify the exact nature of the conflict. 

 Once they have identified the causes of the difficulty, the groups move to the 
integration phase—developing solutions to improve relations between them. 

          ServiceMaster, a provider of lawn 
care, cleaning, disaster restoration, 
and other services, is a sponsoring 
company of Habitat for Humanity. 

As a sponsor, ServiceMaster pro-
vides employee volunteers and the 
funds to buy building materials for 
constructing homes for families in 

need. For ServiceMaster, the build-
ing project also serves as a team-
building activity, with employees 

spending their workdays at the 
building site rather than on their 

regular jobs. Serving as a high-
interaction group activity, the 

Habitat build increases trust and 
openness among employees and 

translates into better communica-
tion and greater cooperation 

in the workplace.  
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Subgroups can be formed of members from each of the conflicting groups to 
conduct further diagnosis and formulate alternative solutions.  

Appreciative Inquiry     Most OD approaches are problem centered. They iden-
tify a problem or set of problems, then look for a solution.  Appreciative inquiry 

(AI)      instead accentuates the positive.  36   Rather than looking for problems to fix, 
it seeks to identify the unique qualities and special strengths of an organization, 
which members can build on to improve performance. That is, AI focuses on an 
organization’s successes rather than its problems. 

  The AI process consists of four steps—discovery, dreaming, design, and 
 discovery—often played out in a large-group meeting over a 2- or 3-day time 
 period and overseen by a trained change agent.  Discovery  sets out to identify what 
people think are the organization’s strengths. Employees recount times they 
felt the organization worked best or when they specifically felt most  satisfied 
with their jobs. In  dreaming,  employees use information from the  discovery 
phase to speculate on possible futures, such as what the organization will be like 
in 5 years. In  design,  participants find a common vision of how the  organization 
will look in the future and agree on its unique qualities. For the fourth step, par-
ticipants seek to define the organization’s  destiny  or how to fulfill their dream, 
and they typically write action plans and develop implementation strategies. 

 AI has proven an effective change strategy in organizations such as GTE, 
Roadway Express, and the U.S. Navy. American Express used AI to revitalize 
its culture during a lean economy. In workshops, employees described how 
they already felt proud of working at American Express and were encouraged 
to create a change vision by describing how it could be better in the future. 
The efforts led to some very concrete improvements. Senior managers were 
able to use employees’ information to better their methods of making financial 
forecasts, improve IT investments, and create new performance-management 
tools for managers. The end result was a renewed culture focused on winning 
 attitudes and behaviors.  37      

intergroup development      OD efforts to 
change the attitudes, stereotypes, and 
perceptions that groups have of each 
other.   

  appreciative inquiry (AI)      An approach 
that seeks to identify the unique 
qualities and special strengths of an 
organization, which can then be built 
on to improve performance.   

  Creating a Culture for Change     

 We’ve considered how organizations can  adapt  to change. But recently, some 
OB scholars have focused on a more proactive approach—how organizations 
can  embrace  change by transforming their cultures. In this section, we review 
two such approaches: stimulating an innovative culture and creating a learning 
organization. 

  Stimulating a Culture of Innovation 
 How can an organization become more innovative? An excellent model is 
W. L. Gore, the $2.6-billion-per-year company best known as the maker of Gore-
Tex fabric.  38   Gore has developed a reputation as one of the most innovative 

 4   Demonstrate two ways 

of creating a culture for 

change. 
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U.S. companies by developing a stream of diverse products—including guitar 
strings, dental floss, medical devices, and fuel cells. 

 What’s the secret of Gore’s success? What can other organizations do to 
duplicate its track record for innovation? Although there is no guaranteed 
formula, certain characteristics surface repeatedly when researchers study inno-
vative organizations. We’ve grouped them into structural, cultural, and human 
resource categories. Change agents should consider introducing these charac-
teristics into their organization to create an innovative climate. Before we look 
at these characteristics, however, let’s clarify what we mean by innovation. 

Definition of  Innovation      We said change refers to making things different.  In-

novation     , a more specialized kind of change, is a new idea applied to initiating or 
improving a product, process, or service.  39   So all innovations imply change, but 
not all changes necessarily introduce new ideas or lead to significant improve-
ments. Innovations can range from small incremental improvements, such as 
netbook computers, to radical breakthroughs, such as Nissan’s electric Leaf car. 

Sources of Innovation      Structural variables  have been the most studied potential 
source of innovation.  40   A comprehensive review of the structure–innovation re-
lationship leads to the following conclusions:  41   

 1.   Organic structures positively influence innovation. Because they’re lower in 
vertical differentiation, formalization, and centralization, organic organiza-
tions facilitate the flexibility, adaptation, and cross-fertilization that make 
the adoption of innovations easier.  

 2.   Long tenure in management is associated with innovation. Managerial ten-
ure apparently provides legitimacy and knowledge of how to accomplish 
tasks and obtain desired outcomes.  

 3.   Innovation is nurtured when there are slack resources. Having an abun-
dance of resources allows an organization to afford to purchase  innovations, 
bear the cost of instituting them, and absorb failures.  

          Innovation is a specialized kind 
of change whereby a new idea is 

applied to initiating or improving a 
product, process, or service. Twitter, 

for example, is an innovation in 
the distribution of information. 

Twitter’s founders Evan Williams 
(left) and Biz Stone shown in this 

photo along with Jack Dorsey 
launched their new communication 
tool for sending 140-character mes-

sages, or tweets, from a computer 
or mobile device. As a social net-

work, Twitter allows users to have 
live digital conversations. By using 
Twitter’s search feature, users can 

have a real-time view into other 
people’s conversations.  
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 4.   Interunit communication is high in innovative organizations.  42   These orga-
nizations are high users of committees, task forces, cross-functional teams, 
and other mechanisms that facilitate interaction across departmental lines.   

 Innovative organizations tend to have similar  cultures.  They encourage ex-
perimentation. They reward both successes and failures. They celebrate mis-
takes. Unfortunately, in too many organizations, people are rewarded for the 
absence of failures rather than for the presence of successes. Such cultures ex-
tinguish risk taking and innovation. People will suggest and try new ideas only 
when they feel such behaviors exact no penalties. Managers in innovative orga-
nizations recognize that failures are a natural by-product of venturing into the 
unknown. 

 Within the  human resources  category, innovative organizations actively pro-
mote the training and development of their members so they keep current, 
offer high job security so employees don’t fear getting fired for making mis-
takes, and encourage individuals to become champions of change. Once a 
new idea is developed,  idea champions      actively and enthusiastically promote it, 
build support, overcome resistance, and ensure it’s implemented.  43   Champions 
have common personality characteristics: extremely high self-confidence, per-
sistence, energy, and a tendency to take risks. They also display characteristics 
associated with transformational leadership—they inspire and energize others 
with their vision of an innovation’s potential and their strong personal convic-
tion about their mission. Idea champions are good at gaining the commitment 
of others, and their jobs provide considerable decision-making discretion; this 
autonomy helps them introduce and implement innovations.  44   

 Do successful idea champions do things differently in different cultures? 
Yes.  45   People in collectivist cultures prefer appeals for cross-functional support 
for innovation efforts; people in high power distance cultures prefer champi-
ons to work closely with those in authority to approve innovative activities be-
fore work is begun; and the higher the uncertainty avoidance of a society, the 
more champions should work within the organization’s rules and procedures 
to develop the innovation. These findings suggest that effective managers will 
alter their organization’s championing strategies to reflect cultural values. So, 
for instance, although idea champions in Russia might succeed by ignoring 
budgetary limitations and working around confining procedures, champions 
in Austria, Denmark, Germany, or other cultures high in uncertainty avoidance 
will be more effective by closely following budgets and procedures. 

 Sergio Marcchione, CEO of Fiat-Chrysler, has acted as idea champion for the 
single objective of updating the pipeline of vehicles for Chrysler. To facilitate 
this change, he has radically dismantled the bureaucracy, tearing up Chrysler’s 
organization chart and introducing a flatter structure with himself at the lead. As 
a result, the company introduced a more innovative line of vehicles and planned 
to redesign or significantly refresh 75 percent of its lineup in 2010 alone.  46     

  Creating a Learning Organization 
 Another way an organization can proactively manage change is to make 
 continuous growth part of its culture—to become a learning organization.  47   

innovation      A new idea applied to 
initiating or improving a product, 
process, or service.   

  idea champions      Individuals who 
take an innovation and actively 
and enthusiastically promote the 
idea, build support, overcome 
resistance, and ensure that the idea is 
implemented.   
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What’s a Learning Organization?     Just as individuals learn, so too do organiza-
tions. A  learning organization      has developed the continuous capacity to adapt 
and change. “All organizations learn, whether they consciously choose to or 
not—it is a fundamental requirement for their sustained existence.”  48   Some 
organizations just do it better than others. 

  Most organizations engage in  single-loop learning     .  49   When they detect er-
rors, their correction process relies on past routines and present policies. In 
contrast, learning organizations use  double-loop learning     . They correct errors 
by  modifying  objectives, policies, and standard routines. Double-loop learning 
challenges deeply rooted assumptions and norms. It provides opportunities for 
radically different solutions to problems and dramatic jumps in improvement. 

    Exhibit   18-6    summarizes the five basic characteristics of a learning organiza-
tion. It’s one in which people put aside their old ways of thinking, learn to be 
open with each other, understand how their organization really works, form a 
plan or vision everyone can agree on, and work together to achieve that vision.  50   

  Proponents of the learning organization envision it as a remedy for three 
fundamental problems of traditional organizations: fragmentation, competi-
tion, and reactiveness.  51   First,  fragmentation  based on specialization creates 
“walls” and “chimneys” that separate different functions into independent and 
often warring fiefdoms. Second, an overemphasis on  competition  often under-
mines collaboration. Managers compete to show who is right, who knows more, 
or who is more persuasive. Divisions compete when they ought to cooperate 
and share knowledge. Team leaders compete to show who the best manager 
is. And third,  reactiveness  misdirects management’s attention to problem solv-
ing rather than creation. The problem solver tries to make something go away, 
while a creator tries to bring something new into being. An emphasis on reac-
tiveness pushes out innovation and continuous improvement and, in its place, 
encourages people to run around “putting out fires.”  

  Managing Learning     What can managers do to make their firms learning 
 organizations? Here are some suggestions: 

   ●   Establish a strategy.     Management needs to make explicit its commit-
ment to change, innovation, and continuous improvement.  

  ●   Redesign the organization’s structure.     The formal structure can be a 
serious impediment to learning. Flattening the structure, eliminating or 
combining departments, and increasing the use of cross-functional teams 
reinforces interdependence and reduces boundaries.  

1. There exists a shared vision that everyone agrees on.

2. People discard their old ways of thinking and the standard routines they use for solving
problems or doing their jobs.

3. Members think of all organizational processes, activities, functions, and interactions
with the environment as part of a system of interrelationships.

4. People openly communicate with each other (across vertical and horizontal boundaries)
without fear of criticism or punishment.

5. People sublimate their personal self-interest and fragmented departmental interests to
work together to achieve the organization’s shared vision.

  Source: Based on P. M. Senge,  The Fifth Discipline  (New York: Doubleday, 1990).   

       Characteristics of a Learning Organization   Exhibit 18-6 
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● Reshape the organization’s culture.     To become a learning organiza-
tion, managers must demonstrate by their actions that taking risks and 
admitting failures are desirable. That means rewarding people who take 
chances and make mistakes. And management needs to encourage func-
tional conflict. “The key to unlocking real openness at work,” says one 
expert on learning organizations, “is to teach people to give up having 
to be in agreement. We think agreement is so important. Who cares? 
You have to bring paradoxes, conflicts, and dilemmas out in the open, so 
 collectively we can be more intelligent than we can be individually.”  52        

learning organization      An organization 
that has developed the continuous 
capacity to adapt and change.   

  double-loop learning      A process of 
correcting errors by modifying the 
organization’s objectives, policies, and 
standard routines.   

stress      An unpleasant psychological 
process that occurs in response to 
environmental pressures.   

  Work Stress and Its Management     

 Friends say they’re stressed from greater workloads and longer hours because 
of downsizing at their companies. Parents worry about the lack of job stabil-
ity and reminisce about a time when a job with a large company implied life-
time security. We read surveys in which employees complain about the stress 
of trying to balance work and family responsibilities.  53   Indeed, as  Exhibit   18-7    
shows, work is, for most people, the most important source of stress in life. 
What are the causes and consequences of stress, and what can individuals and 
 organizations do to reduce it? 

  What Is Stress? 
Stress      is a dynamic condition in which an individual is confronted with an op-
portunity, demand, or resource related to what the individual desires and for 
which the outcome is perceived to be both uncertain and important.  54   This is a 
complicated definition. Let’s look at its components more closely. 

 5   Define  stress  and identify its 

potential sources. 

       Work Is the Biggest Source of Stress for Most   Exhibit 18-7 

“What area of your life causes you the most stress on a regular basis?”

Area Causes Most Stress

My job 26%

My finances 20%

My relationships 21%

My children 10%

School 8%

Fear of a disaster/terror attack 3%

Other 8%

   Source: 2009 Stress Management poll of 7,807 individuals,  stress.about.com/gi/pages/poll.htm?linkback5&poll_id52213421040&poll
151&poll351&submit15Submit1Vote .   

single-loop learning      A process of 
correcting errors using past routines 
and present policies.   
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 Although stress is typically discussed in a negative context, it is not necessar-
ily bad in and of itself; it also has a positive value.  55   It’s an opportunity when it 
offers potential gain. Consider, for example, the superior performance an ath-
lete or stage performer gives in a “clutch” situation. Such individuals often use 
stress positively to rise to the occasion and perform at their maximum. Similarly, 
many professionals see the pressures of heavy workloads and deadlines as posi-
tive challenges that enhance the quality of their work and the satisfaction they 
get from their job. 

 Recently, researchers have argued that  challenge stressors     —or stressors 
 associated with workload, pressure to complete tasks, and time urgency— operate 
quite differently from  hindrance stressors     —or stressors that keep you from 
reaching your goals (for example, red tape, office politics, confusion over job 
responsibilities). Although research is just starting to accumulate, early  evidence 
suggests challenge stressors produce less strain than hindrance  stressors.  56   

 Researchers have sought to clarify the conditions under which each type of 
stress exists. It appears that employees who have a stronger affective commit-
ment to their organization can transfer psychological stress into greater focus 
and higher sales performance, whereas employees with low levels of commit-
ment perform worse under stress.  57   And when challenge stress increases, those 
with high levels of organizational support have higher role-based performance, 
but those with low levels of organizational support do not.  58   

 More typically, stress is associated with  demands      and  resources     . Demands 
are responsibilities, pressures, obligations, and uncertainties individuals face 
in the workplace. Resources are things within an individual’s control that he or 
she can use to resolve the demands. Let’s discuss what this demands–resources 
model means.  59   

 When you take a test at school or undergo your annual performance review 
at work, you feel stress because you confront opportunities and performance 
pressures. A good performance review may lead to a promotion, greater re-
sponsibilities, and a higher salary. A poor review may prevent you from get-
ting a promotion. An extremely poor review might even result in your being 
fired. To the extent you can apply resources to the demands on you—such as 

  T his statement is false. One re-
cent review of the literature con-
cluded, “Few, if any, differences 

exist between the respective amount 
of occupational stress men and 
women experience.” Another review 
of 183 studies found that men and 
women differed to a very small degree 
on the burnout they experience. 

 While it doesn’t appear that men 
and women differ in the work stress 
they report, there is more to the story. 

 Working women tend to report 
more life stress than men. The reason 

may be that, as surveys reliably show, 
when a husband and wife both work 
full-time outside the home, the wife 
carries considerably greater household 
responsibilities (cleaning, shopping, 
keeping finances). So if both spouses 
work the same number of hours, 
it’s likely the wife’s total load of paid 
work and household/family work is 
greater—and thus more stressful gen-
erally, even if her work stress alone is 
not greater. Says one expert, “A wom-
an’s major stressors come from both 
the work she’s paid for and the work 

she isn’t.” The former doesn’t differ 
between the genders, but the latter 
clearly does. 

 Sources: S. B. Watson, Y. W. Goh, and 
S. Sawang, “Gender Influences on the 
Work-Related Stress Coping Process,” 
 Journal of Individual Differences  32, no. 1 
(2011), pp.  39–46; R. K. Purvanova, and 
J. P. Muros, “Gender Differences in Burnout: 
A Meta-Analysis,”  Journal of Vocational 
Behavior  77, no. 2 (2010), pp. 168–185; and 
M.  Casserly, “Summer Burnout: Avoiding 
Overload This Season,”  Forbes  (May 26, 
2011), downloaded on July 20, 2011, from 
 http://blogs.forbes.com/meghancasserly/ . 

 Myth or Science? 

 “Men Experience More Job Stress Than Women” 

http://blogs.forbes.com/meghancasserly/
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challenge stressors      Stressors 
associated with workload, pressure to 
complete tasks, and time urgency.   

  demands      Responsibilities, pressures, 
obligations, and even uncertainties 
that individuals face in the workplace.   

resources      Things within an 
individual’s control that can be used to 
resolve demands.   

Physiological symptoms
• Headaches
• High blood pressure
• Heart disease

• Anxiety
• Depression
• Decrease in job satisfaction

Psychological symptoms

Behavioral symptoms
• Productivity
• Absenteeism
• Turnover

Potential sources Consequences

Experienced stress• Task demands
• Role demands
• Interpersonal demands

Environmental factors
• Economic uncertainty
• Political uncertainty
• Technological change

Personal factors
• Family problems
• Economic problems
• Personality

Individual differences
• Perception
• Job experience
• Social support
• Belief in locus
   of control
• Self-efficacy
• Hostility

Organizational factors

       A Model of Stress    Exhibit 18-8 

hindrance stressors      Stressors that 
keep you from reaching your goals 
(for example, red tape, office politics, 
confusion over job responsibilities).   

 being  prepared, placing the exam or review in perspective, or obtaining social 
 support—you will feel less stress. 

 Research suggests adequate resources help reduce the stressful nature of 
demands when demands and resources match. If emotional demands are stress-
ing you, having emotional resources in the form of social support is especially 
important. If the demands are cognitive—say, information overload—then job 
resources in the form of computer support or information are more important. 
Thus, under the demands–resources perspective, having resources to cope with 
stress is just as important in offsetting it as demands are in increasing it.  60    

  Potential Sources of Stress 
 What causes stress? As the model in  Exhibit   18-8    shows, there are three catego-
ries of potential stressors: environmental, organizational, and personal. Let’s 
take a look at each.  61        

   Environmental Factors     Just as environmental uncertainty influences the de-
sign of an organization’s structure, it also influences stress levels among employ-
ees in that organization. Indeed, uncertainty is the biggest reason people have 
trouble coping with organizational changes.  62   There are three main types of 
environmental uncertainty: economic, political, and technological. 

 Changes in the business cycle create  economic uncertainties.  When the econ-
omy is contracting, for example, people become increasingly anxious about 
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their job security.  Political uncertainties  don’t tend to create stress among North 
Americans as they do for employees in countries such as Haiti or Venezuela. 
The obvious reason is that the United States and Canada have stable political 
systems, in which change is typically implemented in an orderly manner. Yet 
political threats and changes, even in countries such as the United States and 
Canada, can induce stress. Threats of terrorism in developed and developing 
nations, or the difficulties of East Germany reintegrating with West Germany, 
lead to political uncertainty that becomes stressful to people in these coun-
tries.  63   Because innovations can make an employee’s skills and experience ob-
solete in a very short time, computers, robotics, automation, and similar forms 
of  technological change  are also a threat to many people and cause them stress.  

  Organizational Factors     There is no shortage of factors within an organization 
that can cause stress. Pressures to avoid errors or complete tasks in a limited time, 
work overload, a demanding and insensitive boss, and unpleasant co-workers are 
a few examples. We’ve categorized these factors around task, role, and interper-
sonal demands.  64     

   Task demands  relate to a person’s job. They include the design of the job 
(its degrees of autonomy, task variety, degree of automation), working condi-
tions, and the physical work layout. Assembly lines can put pressure on people 
when they perceive the line’s speed to be excessive. Working in an overcrowded 
room or a visible location where noise and interruptions are constant can in-
crease anxiety and stress.  65   As customer service grows ever more important, 
emotional labor becomes a source of stress.  66   Imagine being a flight attendant 
for Southwest Airlines or a cashier at Starbucks. Do you think you could put on 
a happy face when you’re having a bad day? 

  Role demands  relate to pressures placed on a person as a function of the par-
ticular role he or she plays in the organization. Role conflicts create expecta-
tions that may be hard to reconcile or satisfy. Role overload occurs when the 
employee is expected to do more than time permits. Role ambiguity means role 
expectations are not clearly understood and the employee is not sure what to 
do. Individuals who face high situational constraints (such as fixed work hours 
or demanding job responsibilities) are also less able to engage in the proactive 
coping behaviors that reduce stress levels.  67   When faced with hassles at work, 

          Task demands are organizational 
factors that can cause stress. These 

call center employees of Encore 
Capital Group in Gurgaon, India, 

have the difficult job of collecting 
mostly credit card and auto debts 
of Americans. The nature of their 
job can cause stress, as the people 

they call may be abusive, emotional, 
frustrated, sad, or angry. Encore 
strives to reduce the on-the-job 

stress of its call center workers by 
teaching them how to empathize 

with the delinquent borrowers 
and how to handle verbal abuse. 
Collectors learn that the debtors 
respond to them when they are 

very polite and respectful and never 
raise their voice.  

 So
u

rc
e:

 Z
ac

k 
C

an
ep

ar
i /

Th
e 

N
ew

 Y
o

rk
 T

im
es

 /R
ed

u
x 

Pi
ct

u
re

s.
 



 Work Stress and Its Management 599

they will not only have higher levels of distress at the time, but they’ll also be 
less likely to take steps to eliminate stressors in the future. 

  Interpersonal demands  are pressures created by other employees. Lack of social 
support from colleagues and poor interpersonal relationships can cause stress, 
especially among employees with a high social need. A rapidly growing body 
of research has also shown that negative co-worker and supervisor behaviors, 
including fights, bullying, incivility, racial harassment, and sexual  harassment, 
are especially strongly related to stress at work.  68    

  Personal Factors     The typical individual works about 40 to 50 hours a week. 
But the experiences and problems people encounter in the other 120-plus can 
spill over to the job. Our final category, then, is factors in the employee’s per-
sonal life: family issues, personal economic problems, and inherent personality 
characteristics. 

 National surveys consistently show people hold  family  and personal relation-
ships dear. Marital difficulties, the breaking of a close relationship, and disci-
pline troubles with children create stresses employees often can’t leave at the 
front door when they arrive at work.  69   

 Regardless of income level—people who make $100,000 per year seem to 
have as much trouble handling their finances as those who earn $20,000—
some people are poor money managers or have wants that exceed their  earning 
 capacity. The  economic  problems of overextended financial resources create 
stress and siphon attention away from work. 

 Studies in three diverse organizations found that participants who reported 
stress symptoms before beginning a job accounted for most of the variance in 
stress symptoms reported 9 months later.  70   The researchers concluded that 
some people may have an inherent tendency to accentuate negative aspects 
of the world. If this is true, then a significant individual factor that influences 
stress is a person’s basic disposition. That is, stress symptoms expressed on the 
job may actually originate in the person’s  personality.   

  Stressors Are Additive     When we review stressors individually, it’s easy to over-
look that stress is an additive phenomenon—it builds up.  71   Each new and per-
sistent stressor adds to an individual’s stress level. So a single stressor may be 
relatively unimportant in and of itself, but if added to an already high level of 
stress, it can be the straw that breaks the camel’s back. To appraise the total 
amount of stress an individual is under, we have to sum up his or her opportu-
nity stresses, constraint stresses, and demand stresses.   

  Individual Differences 
 Some people thrive on stressful situations, while others are overwhelmed by 
them. What differentiates people in terms of their ability to handle stress? What 
individual variables moderate the relationship between  potential  stressors and 
 experienced  stress? At least four—perception, job experience, social support, and 
personality—are relevant. 

 In  Chapter   6   , we demonstrated that employees react in response to their 
perception of reality, rather than to reality itself.  Perception,  therefore, will mod-
erate the relationship between a potential stress condition and an employee’s 
reaction to it. Layoffs may cause one person to fear losing his job, while another 
sees an opportunity to get a large severance allowance and start her own busi-
ness. So stress potential doesn’t lie in objective conditions; rather, it lies in an 
employee’s interpretation of those conditions. 

  Experience  on the job tends to be negatively related to work stress. Why? 
Two explanations have been offered.  72   First is selective withdrawal. Voluntary 
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 turnover is more probable among people who experience more stress. 
Therefore, people who remain with an organization longer are those with more 
stress-resistant traits or those more resistant to the stress characteristics of their 
organization. Second, people eventually develop coping mechanisms to deal 
with stress. Because this takes time, senior members of the organization are 
more likely to be fully adapted and should experience less stress. 

  Social support —collegial relationships with co-workers or supervisors—can 
buffer the impact of stress.  73   This is among the best-documented relationships 
in the stress literature. Social support acts as a palliative, mitigating the negative 
effects of even high-strain jobs. 

 Perhaps the most widely studied  personality  trait in stress is neuroticism, 
which we discussed in  Chapter   5   . As you might expect, neurotic individuals are 
more prone to experience psychological strain.  74   Evidence suggests that neu-
rotic individuals are more prone to believe there are stressors in their work en-
vironments, so part of the problem is that they believe their environments are 
more threatening. They also tend to select less adaptive coping mechanisms, 
relying on avoidance as a way of dealing with problems rather than attempting 
to resolve them.  75   

 Workaholism is another personal characteristic related to stress levels. 
Workaholics are people obsessed with their work; they put in an enormous 
number of hours, think about work even when not working, and create ad-
ditional work responsibilities to satisfy an inner compulsion to work more. In 
some ways, they might seem like ideal employees. That’s probably why when 
most people are asked in interviews what their greatest weakness is, they reflex-
ively say, “I just work too hard.” However, there is a difference between working 
hard and working compulsively. Workaholics are not necessarily more produc-
tive than other employees, despite their extreme efforts. The strain of putting 
in such a high level of work effort eventually begins to wear on the workaholic, 
leading to higher levels of work–life conflict and psychological burnout.  76    

  Cultural Differences 
 Research suggests the job conditions that cause stress show some differences 
across cultures. One study revealed that whereas U.S. employees were stressed 
by a lack of control, Chinese employees were stressed by job evaluations and 
lack of training. It doesn’t appear that personality effects on stress are different 
across cultures, however. One study of employees in Hungary, Italy, the United 
Kingdom, Israel, and the United States found Type A personality traits (see 
 Chapter   5   ) predicted stress equally well across countries.  77   A study of 5,270 man-
agers from 20 countries found individuals from individualistic countries such as 
the United States, Canada, and the United Kingdom experienced higher levels 
of stress due to work interfering with family than did individuals from collectiv-
ist countries in Asia and Latin America.  78   The authors proposed that this may 
occur because, in collectivist cultures, working extra hours is seen as a sacrifice 
to help the family, whereas in individualistic cultures, work is seen as a means to 
personal achievement that takes away from the family. 

 Evidence suggests that stressors are associated with perceived stress and 
strains among employees in different countries. In other words, stress is equally 
bad for employees of all cultures.  79       

S A L
SELF-ASSESSMENT LIBRARY

 How Stressful Is My Life? 

 In the Self-Assessment Library (available on CD and online), take assessment 
III.C.2 (How Stressful Is My Life?). 
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  Consequences of Stress     
  Stress shows itself in a number of ways, such as high blood pressure, ulcers, irri-
tability, difficulty making routine decisions, loss of appetite, accident proneness, 
and the like. These symptoms fit under three general categories: physiological, 
psychological, and behavioral symptoms. 

  Physiological Symptoms     Most early concern with stress was directed at physi-
ological symptoms because most researchers were specialists in the health and 
medical sciences. Their work led to the conclusion that stress could create 
changes in metabolism, increase heart and breathing rates and blood pressure, 
bring on headaches, and induce heart attacks. 

 Evidence now clearly suggests stress may have harmful physiological effects. 
One study linked stressful job demands to increased susceptibility to upper- 
respiratory illnesses and poor immune system functioning, especially for individ-
uals with low self-efficacy.  80   A long-term study conducted in the United Kingdom 
found that job strain was associated with higher levels of coronary heart dis-
ease.  81   Still another study conducted with Danish human services workers found 
that higher levels of psychological burnout at the work-unit level were related to 
significantly higher levels of sickness absence.  82   Many other studies have shown 
similar results linking work stress to a variety of indicators of poor health.  

  Psychological Symptoms     Job dissatisfaction is “the simplest and most obvious 
psychological effect” of stress.  83   But stress shows itself in other psychological 
states—for instance, tension, anxiety, irritability, boredom, and procrastination. 
For example, a study that tracked physiological responses of employees over 
time found that stress due to high workloads was related to higher blood pres-
sure and lower emotional well-being.  84   

 6   Identify the consequences 

of stress. 

 A lthough much of the research 
we’ve reviewed in this chap-
ter discusses how organiza-

tions and managers can relieve stress 
for employees, employees also have 
a certain degree of responsibility for 
managing their own stress. Beyond 
the fact that high levels of stress are 
unpleasant, employees who experi-
ence them have difficulty concentrat-
ing at work, make more mistakes, 
miss more days of work, and use more 
health insurance. This suggests that it 
may be your ethical responsibility as 
an employee to ensure your stress 
levels are not high enough to interfere 
with your ability to work effectively for 
clients, customers, and co-workers. 
A few examples of strategies you 
might want to employ to reduce your 

level of stress from work include the 
 following: 

   1.   Take breaks.     If you’re feeling de-
pleted or exhausted at work, taking 
some time away from your tasks 
can significantly reduce your level 
of psychological strain.  

  2.   Let your supervisor know you’re 
stressed.     In many cases, manag-
ers will want to provide assistance 
to workers who are experienc-
ing stress, but if they don’t know 
there’s a problem, they can’t help 
to address it.  

  3.   Detach yourself from work in your 
off-time.     Try not to take work home 
with you, and make your time off a 
period when you can truly recover 
from the strains of the day. Research 

shows that workers who can detach 
themselves from their work in their 
off-time  experience significantly less 
stress than those who do not.   

 Sources: Based on M. M. Krischer, 
L.  M. Penney, and E. M. Hunter, “Can 
Counterproductive Work Behaviors Be 
Productive? CWB as Emotion-Focused 
Coping,”  Journal of Occupational Health 
Psychology  15, no 2 (2010), pp. 154–166; 
V. C. Hahn, C. Binnewies, S. Sonnentag, and 
E. J. Mojza, “Learning How to Recover from 
Job Stress: Effects of a Recovery Training 
Program on Recovery, Recovery Related 
Self-Efficacy, and Well-Being,”  Journal of 
Occupational Health Psychology  16, no.  2 
(2011), pp. 202–216; and S. Sonnentag, 
C. Binnewies, and E. J. Mojza, “Staying Well 
and Engaged when Demands are High: The 
Role of Psychological Detachment,”  Journal 
of Applied Psychology  95, no. 5 (2010), 
pp. 965–976. 

 An Ethical Choice 

 Responsibly Managing Your Own Stress 
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       The Proposed Inverted-U Relationship Between Stress 
and Job Performance   

 Exhibit 18-9 
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 7   Contrast the individual and 

organizational approaches 

to managing stress. 

 Jobs that make multiple and conflicting demands or that lack clarity about the 
incumbent’s duties, authority, and responsibilities increase both stress and dis-
satisfaction.  85   Similarly, the less control people have over the pace of their work, 
the greater their stress and dissatisfaction. Jobs that provide a low level of variety, 
significance, autonomy, feedback, and identity appear to create stress and reduce 
satisfaction and involvement in the job.  86   Not everyone reacts to autonomy in the 
same way, however. For those with an external locus of control, increased job con-
trol increases the tendency to experience stress and  exhaustion.  87       

  Behavioral Symptoms     Research on behavior and stress has been conducted 
across several countries and over time, and the relationships appear relatively 
consistent. Behavior-related stress symptoms include reductions in productivity, 
absence, and turnover, as well as changes in eating habits, increased smoking or 
consumption of alcohol, rapid speech, fidgeting, and sleep disorders.  88   

 A significant amount of research has investigated the stress–performance 
relationship. The most widely studied pattern of this relationship is the  inverted 
U shown in  Exhibit   18-9   .  89   The logic underlying the figure is that low to moder-
ate levels of stress stimulate the body and increase its ability to  react. Individuals 
then often perform their tasks better, more intensely, or more rapidly. But too 
much stress places unattainable demands on a person, which result in lower 
performance. In spite of the popularity and intuitive appeal of the inverted-U 
model, it doesn’t get a lot of empirical support.  90   So we should be careful of as-
suming it accurately depicts the stress–performance relationship. 

  As we mentioned earlier, researchers have begun to differentiate challenge and 
hindrance stressors, showing that these two forms of stress have opposite effects 
on job behaviors, especially job performance. A meta-analysis of responses from 
more than 35,000 individuals showed role ambiguity, role conflict, role  overload, 
job insecurity, environmental uncertainty, and situational constraints were all con-
sistently negatively related to job performance.  91   There is also evidence that chal-
lenge stress improves job performance in a supportive work environment, whereas 
hindrance stress reduces job performance in all work environments.  92     

  Managing Stress     
  Because low to moderate levels of stress can be functional and lead to higher 
performance, management may not be concerned when employees  experience 



 Work Stress and Its Management 603

them. Employees, however, are likely to perceive even low levels of stress as 
undesirable. It’s not unlikely, therefore, for employees and management to 
have different notions of what constitutes an acceptable level of stress on the 
job. What management may consider to be “a positive stimulus that keeps 
the adrenaline running” is very likely to be seen as “excessive pressure” by 
the employee. Keep this in mind as we discuss individual and organizational ap-
proaches  toward managing stress.  93   

  Individual Approaches     An employee can take personal responsibility for re-
ducing stress levels. Individual strategies that have proven effective include 
time-management techniques, increased physical exercise, relaxation training, 
and expanded social support networks. Also see the Ethical Choice box in this 
chapter for additional suggestions.        

  Many people manage their time poorly. The well-organized employee, like the 
well-organized student, can often accomplish twice as much as the person who is 
poorly organized. So an understanding and utilization of basic time-management 
principles can help individuals better cope with tensions created by job demands.  94   
A few of the best-known time-management principles are (1) making daily lists of 
activities to be accomplished, (2) prioritizing activities by importance and urgency, 
(3) scheduling activities according to the priorities set, (4) knowing your daily 
cycle and handling the most demanding parts of your job when you are most alert 
and productive, and (5) avoiding electronic distractions like frequently checking 
e-mail, which can limit attention and reduce efficiency.  95   These time-management 
skills can help minimize procrastination by focusing efforts on immediate goals 
and boosting motivation even in the face of tasks that are less desirable.  96   

 Physicians have recommended noncompetitive  physical exercise , such as aero-
bics, walking, jogging, swimming, and riding a bicycle, as a way to deal with 
excessive stress levels. These activities increase lung capacity, lower the at-rest 
heart rate, and provide a mental diversion from work pressures, effectively re-
ducing work-related levels of stress.  97   

 Individuals can also teach themselves to reduce tension through  relaxation tech-
niques  such as meditation, hypnosis, and deep breathing. The objective is to reach 
a state of deep physical relaxation, in which you focus all your energy on release 

          This group of Chinese working 
women participate in a yoga class in 
Beijing as a way to deal with exces-

sive stress levels caused by long 
working hours and trying to achieve 

a work/life balance. Working 
women in China have high levels 

of stress because in Chinese culture 
women are expected to take more 

responsibility for family matters 
than in other cultures. As an indi-

vidual approach to managing stress, 
yoga is a noncompetitive physical 
exercise that combines stretching, 

mental imagery, breathing control, 
physical postures, and meditation. 

Yoga reduces stress, anxiety, and 
muscle tension, provides a mental 

diversion from work pressures, 
and promotes physical well-being 

by lowering blood pressure and 
heart rate.  
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  S  tudies repeatedly show that 
conflicts between work life and 
nonwork life, especially conflicts 

between work and family responsibili-
ties, are significant stressors. Examples 
of work–life conflicts include nights 
and weekends spent at work rather 
than with family, work schedules so 
full that vacations cannot happen, and 
work obligations that require arranging 
for child care at the last minute. As we 
noted in  Chapter   17   , many organiza-
tions have experimented with policies 
like flexible scheduling or working from 
home to reduce work–life conflicts and 
help employees reduce their levels of 
stress. The question is, do these poli-
cies have the same effects in different 
cultures, which have different values 
and norms regarding family and life 
responsibilities? 

 Reviewers have critiqued the lit-
erature on strain related to work–life 
conflict for failing to take culture into 

account. And, in fact, the great major-
ity of studies on stress due to work–life 
conflict have been conducted entirely 
within the United States. Research 
that included multiple cultures sug-
gests that collectivist cultures have 
lower levels of work–life conflict be-
cause collectivists are more likely to 
obtain social support from others. 
Differences in cultural expectations for 
men and women in different cultures 
also mean that women in some coun-
tries will experience greater work–life 
conflict because they have more re-
sponsibilities in the family domain, 
whereas in more egalitarian cultures 
men and women will experience simi-
lar levels of work–life conflict. 

 Do these cultural differences mean 
organizations should use different 
policies to combat work–life conflicts? 
One study of nearly 25,000 IBM em-
ployees in 75 countries investigated 
how policies like flexibility about 

where and when work is performed 
were related to employee stress lev-
els. The results clearly showed that 
both forms of flexibility (such as work-
at-home arrangements and flexible 
schedules) were linked to lower levels 
of work–life conflict in affluent and de-
veloping countries in the East and the 
West. In other words, it appears that 
flexible scheduling can help reduce 
employee stress levels around the 
world. This is good news for organiza-
tions attempting to develop policies 
and procedures that apply equally to all 
their  employees. 

 Sources: Based on E. J. Hill, J. J. Erickson, 
E. K. Holmes, and M. Ferris, “Workplace 
Flexibility, Work Hours, and Work-Life 
Conflict: Finding an Extra Day or Two,” 
 Journal of Family Psychology  24, no. 3 
(2010), pp. 349–358; and G. N. Powell, 
A. M. Francesco, and Y. Ling, “Toward 
Culture-Sensitive Theories of the Work-
Family Interface,”  Journal of Organizational 
Behavior  30, no. 5 (2009), pp. 597–616. 

 glOBalization! 

 Work–Family Stress in Different Cultures 

of muscle tension.  98   Deep relaxation for 15 or 20 minutes a day releases strain 
and provides a pronounced sense of peacefulness, as well as significant changes in 
heart rate, blood pressure, and other physiological factors. A growing body of re-
search shows that simply taking breaks from work at routine intervals can facilitate 
psychological recovery and reduce stress significantly and may improve job perfor-
mance, and these effects are even greater if relaxation techniques are employed.  99   

 As we have noted, friends, family, or work colleagues can provide an outlet 
when stress levels become excessive. Expanding your  social support network  pro-
vides someone to hear your problems and offer a more objective perspective on 
a stressful situation than your own.  

Organizational Approaches     Several organizational factors that cause stress—
particularly task and role demands—are controlled by management and thus 
can be modified or changed. Strategies to consider include improved employee 
selection and job placement, training, realistic goal-setting, redesign of jobs, 
increased employee involvement, improved organizational communication, 
employee sabbaticals, and corporate wellness programs. 

 Certain jobs are more stressful than others but, as we’ve seen, individuals dif-
fer in their response to stressful situations. We know individuals with little expe-
rience or an external locus of control tend to be more prone to stress.  Selection 
and placement  decisions should take these facts into consideration. Obviously, 
management shouldn’t restrict hiring to only experienced individuals with an 
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internal locus, but such individuals may adapt better to high-stress jobs and per-
form those jobs more effectively. Similarly,  training  can increase an individual’s 
self-efficacy and thus lessen job strain. 

 We discussed  goal-setting  in  Chapter   7   . Individuals perform better when they 
have specific and challenging goals and receive feedback on their progress toward 
these goals. Goals can reduce stress as well as provide motivation.  100   Employees 
who are highly committed to their goals and see purpose in their jobs experience 
less stress because they are more likely to perceive stressors as challenges rather 
than hindrances. Specific goals perceived as attainable clarify performance ex-
pectations. In addition, goal feedback reduces uncertainties about actual job 
performance. The result is less employee frustration, role ambiguity, and stress. 

  Redesigning jobs  to give employees more responsibility, more meaningful work, 
more autonomy, and increased feedback can reduce stress because these factors 
give employees greater control over work activities and lessen dependence on oth-
ers. But as we noted in our discussion of work design, not all employees want en-
riched jobs. The right redesign for employees with a low need for growth might be 
less responsibility and increased specialization. If individuals prefer structure and 
routine, reducing skill variety should also reduce uncertainties and stress levels. 

 Role stress is detrimental to a large extent because employees feel uncertain 
about goals, expectations, how they’ll be evaluated, and the like. By giving these 
employees a voice in the decisions that directly affect their job performance, 
management can increase employee control and reduce role stress. Thus, man-
agers should consider  increasing employee involvement  in decision making, be-
cause evidence clearly shows that increases in employee empowerment reduce 
psychological strain.  101   

 Increasing formal  organizational communication  with employees reduces un-
certainty by lessening role ambiguity and role conflict. Given the importance 
that perceptions play in moderating the stress–response relationship, manage-
ment can also use effective communications as a means to shape employee per-
ceptions. Remember that what employees categorize as demands, threats, or 
opportunities at work is an interpretation and that interpretation can be af-
fected by the symbols and actions communicated by management. 

 Some employees need an occasional escape from the frenetic pace of their 
work. Companies including Genentech, American Express, Intel, General Mills, 
Microsoft, Morningstar, DreamWorks Animation, and Adobe Systems have begun 
to provide extended voluntary leaves.  102   These  sabbaticals —ranging in length from 
a few weeks to several months—allow employees to travel, relax, or pursue per-
sonal projects that consume time beyond normal vacations. Proponents say they 
can revive and rejuvenate workers who might otherwise be headed for burnout. 

 Our final suggestion is organizationally supported  wellness programs     . These 
typically provide workshops to help people quit smoking, control alcohol use, 
lose weight, eat better, and develop a regular exercise program; they focus on 
the employee’s total physical and mental condition.  103   Some help employees 
improve their psychological health as well. A meta-analysis of 36 programs de-
signed to reduce stress (including wellness programs) showed that interventions 
to help employees reframe stressful situations and use active coping strategies 
appreciably reduced stress levels.  104   Most wellness programs assume employees 
need to take personal responsibility for their physical and mental health and 
that the organization is merely a means to that end.      

wellness programs      Organizationally 
supported programs that focus on the 
employee’s total physical and mental 
condition.   
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 Most firms that have introduced wellness programs have found significant 
benefits. A study of eight Canadian organizations found that every dollar spent 
on comprehensive wellness programs generated a return of $1.64, and for 
 high-risk employees, such as smokers, the return was nearly $4.00.  105       

          Cindy Russell poses with her 
assembled gear in preparation for a 
one-month sabbatical to go fly fish-
ing in the South Pacific. Russell is a 
paralegal with the law firm Alters, 
Boldt, Brown, Rash, and Culmo in 

Miami. Like many small companies, 
the law firm does not have a formal 

sabbatical program. But Russell 
approached her boss with the idea, 
saying that she worked long hours 
in preparing for trials and desired 

a longer time away from work 
than her vacation time allowed. 

She explained how the fishing 
trip would help her to decompress 
and return to work energized and 
refreshed. Russell was granted the 

leave, some of it unpaid, after con-
vincing her boss how it would ben-

efit both her and the firm.  
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         MyManagementLab 
 Now that you have finished this chapter, go back to www.mymanagementlab.com to continue 
practicing and applying  the concepts you’ve learned.  

 The need for change has been implied throughout this text. “A casual reflec-
tion on change should indicate that it encompasses almost all of our concepts 
in the organizational behavior literature.”  106   For instance, think about attitudes, 
motivation, work teams, communication, leadership, organizational structures, 
human resource practices, and organizational cultures. Change was an integral 
part in our discussion of each. If environments were perfectly static, if employ-
ees’ skills and abilities were always up to date and incapable of deteriorating, 
and if tomorrow were always exactly the same as today, organizational change 
would have little or no relevance to managers. But the real world is turbulent, 
requiring organizations and their members to undergo dynamic change if they 
are to perform at competitive levels. 

●   Managers are the primary change agents in most organizations. By the 
decisions they make and their role-modeling behaviors, they shape the 
organization’s change culture.  

  Summary and Implications for Managers 

www.mymanagementlab.com
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 Responsible Managers Relieve Stress on Their Employees 

  POINT   COUNTERPOINT 

  I  t is not hard to find employees who think they’re overworked 
and underpaid. If a company managed according to worker 
complaints, the squeakiest wheel would always get the 

grease. Sure, people might work fewer hours and feel less 
stressed, but that would compromise an organization’s ability 
to be competitive and to reward its hardest-working and most 
productive employees. 

 Labor is often the largest single cost for an employer, which 
means that if it is to be competitive, the firm needs to earn more 
revenue per employee. It doesn’t take a math genius to realize 
that one way of accomplishing that is to pay attention to the 
denominator. It’s that magical thing we call “productivity,” a 
central metric by which we can measure the organization’s per-
formance. Organizations that are productive today enjoy higher 
earnings later. 

 Take Deutsche Bank as an example. The number of front- 
office employees in Deutsche Bank’s investment banking di-
vision has fallen 12 percent from pre-crisis levels, while net 
revenue per employee has increased 20 percent. That sounds 
like a well-managed company, doesn’t it? Yet Deutsche Bank 
employees probably do feel they’re working harder. They are. 
What would you think of a company if the story instead was, 
“Net revenue per employee has fallen 20 percent, but employ-
ees feel much less stressed at work”? We don’t live in a world 
where companies have the luxury of doing less with more. 

 Managers shouldn’t go out of their way to stress out their 
employees. Nor should they turn a blind eye toward  burnout. 
But realistically, in today’s globally competitive business 
 environment, the organizations that will survive are those that 
can do more with less. If that means employees are stressed 
by higher workloads, well, it beats the unemployment line, 
doesn’t it? 

  O  ne of the reasons the economic recovery has been 
sluggish is that employers have been reluctant to re-
place those they laid off. If you can produce the same 

amount or provide the same service with fewer employees, 
that’s efficient, of course. But is it a short-sighted way to man-
age? Evidence suggests that employees are at their breaking 
point—and employers will pay a price just like the employees 
they are stressing. 

 Employees are really stressed. More work is being done 
with fewer people. Workers wonder whether they will be the 
“next shoe to fall” in layoffs. In a recent survey of managers, 
81 percent agreed worker stress and fatigue is a greater prob-
lem than in the past. 

 Says one Sacramento, California, employee, “I can’t remem-
ber the last time I went out for lunch. I bring my lunch and eat 
at my desk,” she says. She can’t even complain to her husband, 
since he’s the same boat—working 10-hour days and “coming 
home late and exhausted.” 

 Some employers are long-sighted enough to address the 
problem. 

 Tony Schwartz, CEO of a consulting firm, decided to institute 
a program he called “Take Back Your Lunch.” He encourages 
his employees to take a lunch break and even urges them to 
organize midday gatherings with social networking site  Meetup
.com . 

 Another company with progressive management is the ac-
counting firm Ernst & Young. Of the company’s 23,000 employ-
ees, about 10 percent work under flexible arrangements where 
they can work less or adopt a more flexible schedule during 
nonpeak times. 

 These companies have found that taking the long view and 
emphasizing balance helps good employees be more produc-
tive over the long-term—and more likely to stick around. “We 
listen to our people and they tell us very consistently that flex-
ibility in incredibly important to them and to their family,” said 
James Turley, Ernst & Young’s CEO.  

 Sources: S. Greenhouse, “The Retention Bonus? Time,”  The New York Times  (January 8, 2011), pp. B1, B7; M. V. Rafter, “The 

Yawning of a New Era,”  Workforce Management  (December 2010), pp. 3–4; and M. Turner, “Deutsche Says It Does More 

with Less,”  Financial News  (June 2, 2011), downloaded on July 19, 2011, from  www.efinancialnews.com/ .  

www.efinancialnews.com/
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  ●   Management decisions related to structural design, cultural factors, and 
human resource policies largely determine the level of innovation within 
the organization.  

  ●   Management policies and practices will determine the degree to which 
the organization learns and adapts to changing environmental factors.  

  ●   The existence of work stress, in and of itself, need not imply lower per-
formance. The evidence indicates that stress can be either a positive or a 
negative influence on employee performance.  

  ●   Low to moderate amounts of stress enable many people to perform their 
jobs better by increasing their work intensity, alertness, and ability to react. 
This is especially true if stress arises due to challenges on the job rather 
than hindrances that prevent employees from doing their jobs effectively.  

  ●   However, a high level of stress, or even a moderate amount sustained over 
a long period, eventually takes its toll, and performance declines.        

  1    What forces act as stimulants to change, and what is the 
difference between planned and unplanned change?   

  2    What forces act as sources of resistance to change?   

  3    What are the four main approaches to managing orga-
nizational change?   

  4    How can managers create a culture for change?   

  5    What is stress, and what are the possible sources of 
stress?   

  6    What are the consequences of stress?   

  7    What are the individual and organizational approaches 
to managing stress?    

   QUESTIONS FOR REVIEW 

  EXPERIENTIAL EXERCISE   Power and the Changing Environment 

  Objectives 
    1.   To describe the forces for change influencing power 

differentials in organizational and interpersonal 
 relationships.  

   2.   To understand the effect of technological, legal/ 
political, economic, and social changes on the power 
of individuals within an organization.    

  The Situation 
 Your organization manufactures golf carts and sells them 
to country clubs, golf courses, and consumers. Your team 
is faced with the task of assessing how environmental 
changes will affect individuals’ organizational power. Read 
each of the five scenarios and then, for each, identify the 
five members in the organization whose power will in-
crease most in light of the environmental condition(s). 
[ Note:  m = male, (f) = female.] 

   Accountant/CPA (m)  

  Advertising expert (m)  

  Chemist (m)  

  Chief financial officer (f)  

  Computer programmer (f)  

  Corporate trainer (m)  

  General manager (m)  

  Human resource manager (f)  

  Industrial engineer (m)  

  In-house counsel (m)  

  Marketing manager (f)  

  Operations manager (f)  

  Product designer (m)  

  Public relations expert (m)  

  Securities analyst (m)   

    1.   New computer-aided manufacturing technologies are 
being introduced in the workplace during the next 
2 to 18 months.  

   2.   New federal emission standards are being legislated 
by the government that will essentially make gas-
powered golf carts (40 percent of your current 
 business) obsolete.  

   3.   Sales are way down for two reasons: (a) a decline in the 
number of individuals playing golf and (b) your com-
petitor was faster to embrace lithium batteries, which 
allow golf carts to run longer without another charge.  
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   4.   Given the growth of golf courses in other places 
 (especially India, China, and Southeast Asia), the 
company is planning to go international in the next 
12 to 18 months.  

   5.   The U.S. Equal Employment Opportunity 
Commission is applying pressure to balance the 
male–female population in the organization’s upper 
hierarchy by threatening to publicize the predomi-
nance of men in upper management.    

  The Procedure 
    1.   Divide the class into teams of three to four students 

each.  

   2.   Teams should read each scenario and identify the 
five members whose power will increase most in light 
of the external environmental conditions described.  

   3.   Teams should then address this question: assuming 
that the five environmental changes are taking place 
at once, which five members of the organization will 
now have the most power?  

   4.   After 20 to 30 minutes, representatives of each team 
will be selected to present and justify their conclu-
sions to the entire class. Discussion will begin with 
scenario 1 and proceed through scenario 5 and the 
“all at once” scenario.   

 Source: Adapted from J. E. Barbuto Jr., “Power and the Changing Environment,”  Journal of Management 
Education  (April 2000), pp. 288–296.   

  ETHICAL DILEMMA   Changes at WPAC 

 WPAC—a television station based in Yuma, Arizona—had 
been experiencing a ratings decline for several years. In 
2009, the station switched from a CBS to NBC affiliate. 
That has explained some of the ratings decline. However, 
in recent months, the ratings have continued to slide. 
Eventually, the station manager, Lucien Stone, decided he 
had to make a change to the local newscast. 

 After meeting with the programming manager, Stone 
called a meeting of WPAC employees and announced 
his intention to “spice things up” during the 5 p.m. and 
10 p.m. local news. The 30-minute broadcasts would still in-
clude the traditional “top stories,” “sports,” and “weather” 
segments. However, on slow news days, more attention-
getting material would be used. Stone also indicated some 
programming decisions would probably be revisited. “The 
days of  Little House on the Prairie  are over,” he said. 

 Madison Devereaux, 29, had been the chief meteorolo-
gist for WPAC since 2010. After receiving her degree in 
meteorology from the University of Oklahoma in 2007, 
she joined WPAC and quickly worked her way up the 
ranks, impressing viewers and WPAC management alike 
with her extension knowledge and articulate, professional, 
mistake-free delivery. 

 Though she was Christian, Devereaux never was one to 
go around “thumping Bibles in the newsroom,” as she put 
it. Most of those at WPAC weren’t even aware of Madison’s 
religious views. 

 Devereaux was troubled by the announced changes 
to WPAC’s programming but didn’t speak up at the 

time. One Monday during a pre-production meeting, 
she learned that on Thursday of that week, WPAC re-
porter Sam Berkshow would present a segment called 
“Dancing Around the Economy,” which would focus on 
how local strip clubs were doing well despite the slug-
gish economy. 

 Devereaux didn’t think it was appropriate to air the 
 segment during the 5 p.m. newcast and asked both her 
producer and Stone to reconsider the piece, or at least air 
it in the 10 p.m. time slot. When they refused, she asked 
whether she could take the day off when the segment 
aired. Stone again refused. This was “sweeps week” (when 
ratings are calculated), Stone wanted to air the story now, 
and Devereaux’s contract prohibited her from taking time 
off during sweeps week. 

 When Devereaux didn’t show up for work that 
Thursday, WPAC fired her, arguing she had breached her 
contract. 

 For her part, Devereaux said, “I’m not angry with the sta-
tion, but I am sorry about the changes that have taken place.” 

  Questions 
   1.    Do you think either party behaved unethically in this 

case?   

   2.    If you shared Devereaux’s views, would you have han-
dled the situation differently? How?   

   3.    Drawing on Kotter’s eight-step plan for implementing 
change, how might WPAC have handled its planned 
change differently?    

 Sources: Based on C. Edelhart, “Weatherman’s Stand Against Story Costs Job,”  Californian  (May 16, 2011), 
downloaded July 7, 2011, from  www.bakersfield.com/ ; and K. T. Phan, “ABC Affiliate Fires Christian 
over Strip Club Segment,”  Fox News  (May 10, 2011),  www.nation.foxnews.com .  

www.bakersfield.com/
www.nation.foxnews.com
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  CASE INCIDENT 1   Starbucks Returns to Its Roots 
 You are probably so used to seeing Starbucks coffee shops 
everywhere that you might not realize the company went 
from just 11 stores in 1987 to 2,600 in the year 2000. This 
incredibly rapid growth sprang from the company’s ability 
to create a unique experience for customers who wanted 
to buy its distinct brand of lattes and mochas wherever 
they found themselves. At Starbucks’ core, there was also 
a culture of treating each customer as a valued guest who 
should feel comfortable relaxing and taking in the am-
bience of the store. Whether you were in the company’s 
founding location in Seattle, Washington, or at the other 
end of the country in Miami, Florida, you knew what to 
expect when you went to a Starbucks. 

 This uniform culture was truly put to the test in the face 
of massive expansion, however, and by 2006 Starbucks’ 
chairman and former CEO Howard Schultz knew some-
thing had gone wrong. He noted that “As I visited hun-
dreds of Starbucks stores in cities around the world, the 
entrepreneurial merchant in me sensed that something 
intrinsic to Starbucks’ brand was missing. An aura. A spirit. 
The stores were lacking a certain soul.” Starbucks’ perfor-
mance had become lackluster, with hundreds of planned 
store openings being canceled and hundreds more stores 
being closed. 

 So, Schultz took the dramatic step of coming back as 
CEO and engaging in a companywide effort to change 
the corporate culture back to what it had been before 
its expansion. All 7,000 Starbucks stores were closed 
for a single afternoon as part of a training effort of 
135,000 baristas. Quality control was a primary mission; 
baristas were instructed to pour every glass of espresso 
like honey from a spoon, to preserve the flavor. This em-
phasis on quality over speed ran counter to the principles 
of mass production, but it was just what the company 

needed to ensure it could retain its culture. Espresso ma-
chines that obscured the customers’ view were replaced 
with lower-profile machines that allowed baristas to look 
directly at guests while making beverages. And “assembly- 
line production,” like making several drinks at once, was 
discouraged in favor of slowly making each drink for 
each customer. 

 Schultz is convinced his efforts to take the culture 
back to its roots as a neighborhood coffee shop—one en-
tranced with the “romance of coffee” and treating every 
customer as an old friend—has saved the company. Today, 
Starbucks earns more than $10 billion in annual revenue 
and serves more than 50 million customers a week around 
the globe. 

  Questions 
   1.    What factors are most likely to change when a 

company grows very rapidly, as Starbucks did? 
How can these changes threaten the culture of an 
 organization?   

   2.    Why might this type of radical change process be 
easier for Starbucks to implement than it would be 
for other companies?   

   3.    A great deal of the return to an original culture has 
been credited to Howard Schultz, who acted as an 
idea champion. Explain how Schultz’s efforts to 
change the Starbucks culture fit with our discussion 
of culture change earlier in the chapter.   

   4.    Schultz’s change initiative might succeed at another 
company that values customization and high levels 
of customer service, but how would it need to differ 
at a firm that emphasizes speed and efficiency of 
 service?    

 Sources: Based on H. Schultz, “How Starbucks Got Its Mojo Back,”  Newsweek,  (March 21, 2011),  www
.newsweek.com ; A. Ignatius, “We Had to Own the Mistakes,”  Harvard Business Review  (July/August 2010), 
pp. 108–115; and R. Baker, “Starbucks Demonstrates Power of Brand,”  Marketing Week  (April 28, 2011), 
 www.marketingweek.co.uk .  

  CASE INCIDENT 2   The Rise of Extreme Jobs 
 Before Barbara Agoglia left her job at American Express, 
she was spending 13 hours a day working and commut-
ing. She also had to be available via cell phone 24/7. The 
last straw came when she didn’t have time to wait with 
her school-age son at his bus stop. Carolyn Buck also has 
an extreme job. She usually works more than 60 hours a 
week for Ernst & Young and often has to travel to India 
and China. 

 Agoglia and Buck are not alone. Most U.S. adults are 
working more hours than ever, but one group in par-
ticular stands out: those with extreme jobs—people who 
spend more than half their time working and commuting 
to and from work. More than 1.7 million people consider 
their jobs  too  extreme, according to a recent study. 

 What accounts for the rise in extreme jobs? It’s not 
entirely clear, but the usual suspects of globalization, 

www.newsweek.com
www.newsweek.com
www.marketingweek.co.uk
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 Sources: Based on T. Weiss, “How Extreme Is Your Job?”  Forbes  (February 1, 2007), p. 1; S. A. Hewlett and 
C. B. Luce, “Extreme Jobs,”  Harvard Business Review  (December 2006), pp. 49–58; S. Armour, “Hi, I’m 
Joan, and I’m a Workaholic,”  USA Today  (May 23, 2007), pp. 1B, 2B; and C. Oliver, “Workaholics Forced 
to Take Time Off,”  Financial Times  (July 5, 2011),  www.ft.com .  
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