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U  rsula M. Burns is not your typical CEO. She is unusually low key, 

avoiding the limelight many of her fellow CEOs—from Apple’s for-

mer CEO Steve Jobs to GE’s Jeffrey Immelt—seem to relish. When 

asked what first surprised her about being CEO, she mentioned the flood of at-

tention. “The accolades I get for doing absolutely nothing are amazing. What 

have I done?” she asked. “The real story is not Ursula Burns. I just happen to be 

the person standing up at this point representing Xerox.” 

 We respectfully disagree. Burns is indeed notable as the first African 

American female CEO of an S&P 100 company. But the real story is the way 

she is quietly reshaping the culture of the industrial giant. 

 Historically, Xerox was a photocopying company, so successful that its 

name became a verb. However, in the 1980s and 1990s, as that business 

model declined, so did Xerox’s profits. When Anne Mulcahy took over Xerox 

in 2001, some said she won the job no one else wanted. She and Burns 

planned a bold transformation that included job cuts, but also investing in 

new technologies. 

 Since Burns took over in 2009, she has pushed forward two major initia-

tives. One is product focused: getting Xerox into information technology ser-

vices. In 2011, Xerox rolled out Xerox Cloud, a set of business services that 

includes mobile printing and business process management. 

 Burns’ other initiative is cultural: she thinks Xerox’s culture is getting in its 

way. Burns wants Xerox’s 130,000 employees to embrace risk-taking, initia-

tive, and frankness. “Terminal niceness” is how Burns describes a key tenet of 

Xerox’s old culture, one she thinks is often counterproductive to growth and 

innovation. 

 Maybe, says Burns, Xerox needs to function more like a real family. “When 

we’re in the family, you don’t have to be as nice as when you’re outside of the 

family,” she says. “I want us to stay civil and kind, but we have to be frank—

and the reason we can be frank is because we are all in the same family.” 

 This delicate balance between civility and frankness requires humility. 

After all, one of the key ways to lead others to be frank is to be honest about 

your own limits. Burns does that. “I cannot be viewed as the solution to all 

problems in this company,” she notes. She does not expect perfection in her-

self, or in others. “People actually believe that before they come to you that 

they have to have perfection,” Burns laments. She would much prefer people 

be honest, open, and decisive. “Decide,” she implores. “Do things.” 

 Burns grew up in a gang-infested area of New York City without a father 

in her life and credits her mother with raising her aspirations and inspiring 

her humility. Her mother would often bluntly tell Burns to try to be better. 

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

1    Define  organizational 
culture,  and describe its 
common characteristics.  

2    Compare the functional 
and dysfunctional effects 
of organizational culture 
on people and the 
organization.  

3    Identify the factors that 
create and sustain an 
organization’s culture.  

4    Show how culture is 
transmitted to employees.  

5    Demonstrate how an 
ethical culture can be 
created.  

6    Describe a positive 
organizational culture.  

7    Identify characteristics 
of a spiritual culture.  

8    Show how national 
culture may affect the way 
organizational culture is 
transported to a different 
country.       

  MyManagementLab 
 Access a host of interactive 
learning aids to help strengthen 
your understanding of the 
chapter concepts at 
www.mymanagementlab.com.  

www.mymanagementlab.com
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    When I hear the word culture, 
I reach for my Browning.     

—Hanns Johst         
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Like every major CEO, Burns is a millionaire. Yet she still shops for groceries. She 

drives herself to work. She cleans her own house. “Where you are is not who 

you are,” her mother often told her. Burns appears to have lived that credo. 

With quiet determination, she’s trying to make Xerox’s culture, in some ways, 

reflect who she is. 

Sources:  A. Bryant, “We’re Family, So We Can Disagree,”  The New York Times  (February 21, 2010), 
pp. BU1, BU9; K. Damore, “Burns: Blazing A New Trail,”  CRN  (May 23, 2011), downloaded on July 15, 
2011, from  www.crn.com/ ; and D. Mattioli, “Xerox Makes Push for Faster Services Growth,”  The 
Wall Street Journal  (May 11, 2011), downloaded on July 15, 2011, from  http://online.wsj.com/ .   

A  strong organizational culture provides stability to an organization. But as 
the chapter-opening example shows, it’s not for everyone. And for some 
organizations, it can also be a major barrier to change. In this chapter, 

we show that every organization has a culture that, depending on its strength, 
can have a significant influence on the attitudes and behaviors of organization 
members. First let’s figure out what kind of organizational culture you prefer. 
Take the self-assessment to find out.   

S A L
SELF-ASSESSMENT LIBRARY

 What’s the Right Organizational Culture for Me? 

 In the Self-Assessment Library (available on CD and online), take assessment 
III.B.1 (What’s the Right Organizational Culture for Me?) and answer the follow-
ing questions. 

    1.   Judging from your results, do you fit better in a more formal and structured 
culture or in a more informal and unstructured culture?  

   2.   Did your results surprise you? Why do you think you scored as you did?  
   3.   How might your results affect your career path?   

 An executive once was asked what he thought  organizational culture  meant. He gave 
essentially the same answer a U.S. Supreme Court justice once gave in attempting 
to define pornography: “I can’t define it, but I know it when I see it.” We, however, 
need a basic definition of organizational culture to better understand the phe-
nomenon. In this section we propose one and review several related ideas.   

  A Definition of  Organizational Culture  
Organizational culture      refers to a system of shared meaning held by members 
that distinguishes the organization from other organizations.  1   Seven primary 
characteristics seem to capture the essence of an organization’s culture:  2   

 1. Innovation and risk taking.     The degree to which employees are encour-
aged to be innovative and take risks.  

   2.   Attention to detail.     The degree to which employees are expected to 
 exhibit precision, analysis, and attention to detail.  

1   Define  organizational 

culture  and describe its 

 common characteristics. 

  What Is Organizational Culture? 

www.crn.com/
http://online.wsj.com/


 3. Outcome orientation.     The degree to which management focuses on re-
sults or outcomes rather than on the techniques and processes used to 
achieve them.  

 4. People orientation.     The degree to which management decisions take into 
consideration the effect of outcomes on people within the organization.  

 5. Team orientation.     The degree to which work activities are organized 
around teams rather than individuals.  

   6.   Aggressiveness.     The degree to which people are aggressive and  competitive 
rather than easygoing.  

   7.   Stability.     The degree to which organizational activities emphasize maintain-
ing the status quo in contrast to growth.   

 Each of these characteristics exists on a continuum from low to high. Appraising 
the organization on them, then, gives a composite picture of its culture and a 
basis for the shared understanding members have about the organization, how 
things are done in it, and the way they are supposed to behave.  Exhibit   16-1    
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organizational culture      A system of 
shared meaning held by members that 
distinguishes the organization from 
other organizations.   

Organization A

This organization is a manufacturing firm. Managers are expected to fully document all deci-
sions, and “good managers” are those who can provide detailed data to support their rec-
ommendations. Creative decisions that incur significant change or risk are not encouraged.
Because managers of failed projects are openly criticized and penalized, managers try not to
implement ideas that deviate much from the status quo. One lower-level manager quoted an
often-used phrase in the company: “If it ain’t broke, don’t fix it.”

There are extensive rules and regulations in this firm that employees are required to fol-
low. Managers supervise employees closely to ensure there are no deviations. Management
is concerned with high productivity, regardless of the impact on employee morale or
turnover.

Work activities are designed around individuals. There are distinct departments and lines
of authority, and employees are expected to minimize formal contact with other employees
outside their functional area or line of command. Performance evaluations and rewards
emphasize individual effort, although seniority tends to be the primary factor in the deter-
mination of pay raises and promotions.

Organization B

This organization is also a manufacturing firm. Here, however, management encourages and
rewards risk taking and change. Decisions based on intuition are valued as much as those
that are well rationalized. Management prides itself on its history of experimenting with
new technologies and its success in regularly introducing innovative products. Managers or
employees who have a good idea are encouraged to “run with it.” And failures are treated
as “learning experiences.” The company prides itself on being market driven and rapidly
responsive to the changing needs of its customers.

There are few rules and regulations for employees to follow, and supervision is loose
because management believes that its employees are hardworking and trustworthy.
Management is concerned with high productivity but believes that this comes through 
treating its people right. The company is proud of its reputation as being a good place to work.

Job activities are designed around work teams, and team members are encouraged to
interact with people across functions and authority levels. Employees talk positively about
the competition between teams. Individuals and teams have goals, and bonuses are based
on achievement of these outcomes. Employees are given considerable autonomy in choosing
the means by which the goals are attained.

       Contrasting Organizational Cultures    Exhibit 16-1 



514 CHAPTER 16 Organizational Culture

demonstrates how these characteristics can be mixed to create highly diverse 
organizations. 

 Other research has conceptualized culture into four different types based 
on competing values:  3   the collaborative and cohesive  clan,  the innovative and 
adaptable  adhocracy,  the controlled and consistent  hierarchy,  and the competi-
tive and customer focused  market.  A review of 94 studies found that job attitudes 
were especially positive in clan-based cultures, innovation was especially strong 
in market cultures, and financial performance was especially good in market 
cultures.  4   Although the competing values framework received some support in 
this review, the authors noted that further theoretical work needs to ensure it is 
consistent with the actual cultural values found in organizations.  

   Culture  Is a Descriptive Term 
  Organizational culture  shows how employees perceive the characteristics of an or-
ganization’s culture, not whether they like them—that is, it’s a descriptive term. 
This is important because it differentiates culture from job satisfaction. 

 Research on organizational culture has sought to measure how employees 
see their organization: Does it encourage teamwork? Does it reward innova-
tion? Does it stifle initiative? In contrast, job satisfaction seeks to measure how 
employees feel about the organization’s expectations, reward practices, and the 
like. Although the two terms have overlapping characteristics, keep in mind 
that  organizational culture  is descriptive, whereas  job satisfaction  is evaluative.  

  Do Organizations Have Uniform Cultures? 
 Organizational culture represents a common perception the organization’s mem-
bers hold. We should therefore expect individuals with different backgrounds or 
at different levels in the organization to describe its culture in similar terms.  5   

 That doesn’t mean, however, that there are no subcultures. Most large or-
ganizations have a dominant culture and numerous subcultures.  6   A  dominant 

culture      expresses the  core values      a majority of members share and that give 
the organization its distinct personality.  7    Subcultures      tend to develop in large 
organizations to reflect common problems or experiences members face in the 
same department or location. The purchasing department can have a subcul-
ture that includes the core values of the dominant culture plus additional val-
ues unique to members of that department. 

    If organizations were composed only of numerous subcultures,  organizational 
culture as an independent variable would be significantly less powerful. It is the 
“shared meaning” aspect of culture that makes it such a potent device for guid-
ing and shaping behavior. That’s what allows us to say, for example, that the 
Zappos culture values customer care and dedication over speed and efficiency 
and to use that information to better understand the behavior of Zappos execu-
tives and employees.  8   But subcultures can influence members’ behavior too.  

  Strong versus Weak Cultures 
 It’s possible to differentiate between strong and weak cultures.  9   If most employ-
ees (responding to management surveys) have the same opinions about the 
organization’s mission and values, the culture is strong; if opinions vary widely, 
the culture is weak. 

 In a  strong culture     , the organization’s core values are both intensely held 
and widely shared.  10   The more members who accept the core values and the 
greater their commitment, the stronger the culture and the greater its influ-
ence on member behavior, because the high degree of sharedness and intensity 
creates a climate of high behavioral control. Nordstrom employees know in no 



 What Is Organizational Culture? 515

uncertain terms what is expected of them, and these expectations go a long way 
in shaping their behavior. In contrast, Nordstrom competitor Macy’s, which has 
struggled through an identity crisis, is working to remake its culture. 

  A strong culture should reduce employee turnover because it demonstrates 
high agreement about what the organization represents. Such unanimity of 
purpose builds cohesiveness, loyalty, and organizational commitment. These 
qualities, in turn, lessen employees’ propensity to leave.  11   One study found that 
the more employees agreed on customer orientation in a service organization, 
the higher the profitability of the business unit.  12   Another study found that 
when team managers and team members disagree about perceptions of orga-
nizational support, there were more negative moods among team members, 
and the performance of teams was lower.  13   These negative effects are especially 
strong when managers believe the organization provides more support than 
employees think it does.  

  Culture versus Formalization 
 We’ve seen that high formalization creates predictability, orderliness, and con-
sistency. A strong culture achieves the same end without the need for written 
documentation.  14   Therefore, we should view formalization and culture as two 

dominant culture      A culture that 
expresses the core values that 
are shared by a majority of the 
organization’s members.   

  subcultures      Minicultures within 
an organization, typically defined 
by department designations and 
geographical separation.   

strong culture      A culture in which the 
core values are intensely held and 
widely shared.   

  core values      The primary or dominant 
values that are accepted throughout 
the organization.   

  A  s we have discussed through-
out the book,  culture  can 
be represented at either the 

national or the organizational level. 
Global organizations need to carefully 
consider the differences in culture 
across countries to determine which 
management practices are likely to be 
most effective with different popula-
tions of employees. 

 Recently, social psychologists have 
begun to explore the difference be-
tween “face” and “dignity” national 
cultures. In a face culture, individuals 
use information from others in order 
to determine who they are, allowing 
themselves to be defined by social 

opinions. In a dignity culture, on the 
other hand, individuals are more eager 
to define themselves based on their 
own internal judgments and may be 
more resistant to outside efforts to de-
fine them. Although more research is 
needed to specify which cultures put 
more emphasis on social face versus 
personal dignity in self-definition, most 
has focused on East Asian countries as 
face cultures and European countries 
and the United States and Canada as 
dignity cultures. 

 What are the implications of these 
differences? Individuals from face cul-
tures will be more concerned with the 
implications of hierarchical judgments on 

their worth. Thus, organizational cultures 
in face countries are likely to emphasize 
roles and titles to give definition to em-
ployees and provide them with a secure 
sense of self. Organizational cultures in 
dignity countries will be more flexible in 
providing role definitions,  allowing indi-
viduals to use  self-expression to deter-
mine who they are. 

  Sources:  Based on Y. Kim, D. Cohen, and 
W. Au, “The Jury and Abjury of My Peers: 
The Self in Face and Dignity Cultures,” 
 Journal of Personality and Social Psychology  
98, no. 6 (2010), pp. 904–916; and Y. Liao and 
M. H. Bond, “The Dynamics of Face Loss 
Following Interpersonal Harm for Chinese 
and Americans,”  Journal of Cross-Cultural 
Psychology  42, no. 1 (2011), pp. 25–38. 

 glOBalization! 

 Face Culture, Dignity Culture, and Organizational Culture 
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different roads to a common destination. The stronger an organization’s cul-
ture, the less management need be concerned with developing formal rules 
and regulations to guide employee behavior. Those guides will be internalized 
in employees when they accept the organization’s culture.      

 Let’s review the role culture performs and whether it can ever be a liability for 
an organization.   

  Culture’s Functions 
 First, culture has a boundary-defining role: it creates distinctions between one 
organization and others. Second, it conveys a sense of identity for organization 
members. Third, culture facilitates commitment to something larger than indi-
vidual self-interest. Fourth, it enhances the stability of the social system. Culture is 
the social glue that helps hold the organization together by providing standards 
for what employees should say and do. Finally, it is a sense-making and control 
mechanism that guides and shapes employees’ attitudes and behavior. This last 
function is of particular interest to us.  15   Culture defines the rules of the game. 

 Today’s trend toward decentralized organizations makes culture more im-
portant than ever, but ironically it also makes establishing a strong culture 
more difficult. When formal authority and control systems are reduced, cul-
ture’s  shared meaning  can point everyone in the same direction. However, em-
ployees organized in teams may show greater allegiance to their team and its 
values than to the organization as a whole. In virtual organizations, the lack of 
frequent face-to-face contact makes establishing a common set of norms very 
difficult. Strong leadership that communicates frequently about common goals 
and priorities is especially important in innovative organizations.  16   

 Individual–organization “fit”—that is, whether the applicant’s or employee’s 
attitudes and behavior are compatible with the culture—strongly influences 
who gets a job offer, a favorable performance review, or a promotion. It’s no 
coincidence that Disney theme park employees appear almost universally at-
tractive, clean, and wholesome with bright smiles. The company selects employ-
ees who will maintain that image. On the job, a strong culture supported by 
formal rules and regulations ensures they will act in a relatively uniform and 
 predictable way.     

  Culture Creates Climate 
 If you’ve worked with someone whose positive attitude inspired you to do 
your best, or with a lackluster team that drained your motivation, you’ve ex-
perienced the effects of climate.  Organizational climate      refers to the shared 
perceptions organizational members have about their organization and work 
environment.  17   This aspect of culture is like team spirit at the organizational 
level. When everyone has the same general feelings about what’s important or 
how well things are working, the effect of these attitudes will be more than 
the sum of the individual parts. One meta-analysis found that across dozens 
of different samples, psychological climate was strongly related to individuals’ 
level of job satisfaction, involvement, commitment, and motivation.  18   A positive 
overall workplace climate has been linked to higher customer satisfaction and 
financial performance as well.  19     

2   Compare the functional 

and dysfunctional effects of 

 organizational culture on 

people and the  

organization. 

  What Do Cultures Do? 

       Facebook describes itself as “a 
cutting-edge technology company, 

constantly taking on new chal-
lenges in the worlds of milliseconds 

and terabytes.” The vast majority 
of the company’s employees are 

under 40 and enjoy the excitement 
of working in a fast-paced environ-
ment with considerable change and 

ambiguity. Facebook encourages 
employees to interact in a creative 

climate that encourages experimen-
tation and tolerates conflict and 
risk. The company fosters a fun-

loving, casual, and collegial identity 
in its employees.  
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 Dozens of dimensions of climate have been studied, including safety, justice, 
diversity, and customer service.  20   A person who encounters a positive climate 
for performance will think about doing a good job more often and will believe 
others support his or her success. Someone who encounters a positive climate 
for diversity will feel more comfortable collaborating with co-workers regardless 
of their demographic background. Climates can interact with one another to 
produce behavior. For example, a positive climate for worker empowerment 
can lead to higher levels of performance in organizations that also have a cli-
mate for personal accountability.  21   Climate also influences the habits people 
adopt. If the climate for safety is positive, everyone wears safety gear and follows 
safety procedures even if individually they wouldn’t normally think very often 
about being safe—indeed, many studies have shown that a positive safety cli-
mate decreases the number of documented injuries on the job.  22    

  Culture as a Liability 
 Culture can enhance organizational commitment and increase the consistency 
of employee behavior, clearly benefits to an organization. Culture is valuable to 
employees too, because it spells out how things are done and what’s important. 
But we shouldn’t ignore the potentially dysfunctional aspects of culture, espe-
cially a strong one, on an organization’s effectiveness. 

  Institutionalization     When an organization undergoes  institutionalization      and 
becomes  institutionalized —that is, it is valued for itself and not for the goods 
or services it produces—it takes on a life of its own, apart from its founders or 
members.  23   It doesn’t go out of business even if its original goals are no longer 
relevant. Acceptable modes of behavior become largely self-evident to members, 

How Leaders See Their Company’s Culture

My company . . .

is a meritocracy

59%

41%

understands what
motivates employees

55%

45%

excels at
collaboration

49%

51%

moves more quickly
than our competition

46%

54%

Survey of 479 senior managers in Asia, North America, Europe, Latin America, and Africa.

OB Poll

  Note: Survey of 479 senior managers in Asia, North America, Europe, Latin America, and Africa.  
 Source: Based on  Global Firms in 2020  (Economist Intelligence Unit, 2010). Downloaded on July 2, 2011, from  www.shrm.org/ . 

organizational climate      The shared 
perceptions organizational members 
have about their organization and work 
environment.   

  institutionalization      A condition that 
occurs when an organization takes on 
a life of its own, apart from any of its 
members, and acquires immortality.   

www.shrm.org/


518 CHAPTER 16    Organizational Culture

and although this isn’t entirely negative, it does mean behaviors and habits that 
should be questioned and analyzed become taken for granted, which can stifle 
innovation and make maintaining the organization’s culture an end in itself.   

  Barriers to Change     Culture is a liability when the shared values don’t agree 
with those that further the organization’s effectiveness. This is most likely when 
an organization’s environment is undergoing rapid change, and its entrenched 
culture may no longer be appropriate.  24   Consistency of behavior, an asset in a 
stable environment, may then burden the organization and make it difficult to 
respond to changes.  

  Barriers to Diversity     Hiring new employees who differ from the majority in 
race, age, gender, disability, or other characteristics creates a paradox:  25   man-
agement wants to demonstrate support for the differences these employees 
bring to the workplace, but newcomers who wish to fit in must accept the orga-
nization’s core cultural values. Because diverse behaviors and unique strengths 
are likely to diminish as people attempt to assimilate, strong cultures can be-
come liabilities when they effectively eliminate these advantages. A strong cul-
ture that condones prejudice, supports bias, or becomes insensitive to people 
who are different can even undermine formal corporate diversity policies.  

  Barriers to Acquisitions and Mergers     Historically, when management looked 
at acquisition or merger decisions, the key factors were financial advantage and 
product synergy. In recent years, cultural compatibility has become the primary 

  T  his statement is true to a signifi-
cant degree. Two studies using 
different methods for operation-

alizing organizational treatment have 
shown that when employees are 
treated well, they are likely to treat 
customers well, but when employees 
are treated poorly, they treat custom-
ers poorly. Thus, a culture that shows 
positive treatment for employees is 
likely to create a positive culture for 
treatment of customers. 

 The first study collected data 
from 292 managers, 830 employ-
ees, and 1,772 bank customers in 
Japan. The researchers examined 
whether companies that provided 
 high-performance work practices like 
service training, information  sharing, 

self-management teams, and em-
ployee autonomy had a superior 
climate for customer service and 
whether this climate for service was 
related to higher levels of organiza-
tional performance. The employee-
benefiting practices did indeed lead to 
higher performance through a better 
climate for customer service. 

 The second study looked at “in-
ternal service,” the extent to which 
employees believe their work unit is 
treated well by the organization as a 
whole. More than 600 employees of 
a Caribbean financial services firm de-
scribed their internal service, and then 
quality data were collected from nearly 
2,000 customers. The results showed 
that service climate was more posi-

tively related to customer  satisfaction 
when internal service was high, mean-
ing that having a positive climate for 
service leads to higher levels of cus-
tomer satisfaction especially when a 
company provides positive internal 
service to its employees. 

  Sources:  H. Liao, K. Toya, D. Lepak, 
and Y. Hong, “Do They See Eye to Eye? 
Management and Employee Perspectives 
of High-Performance Work Systems and 
Influence Processes on Service Quality,” 
 Journal of Applied Psychology  94, no. 2 
(2009), pp. 371–391; and K. H. Ehrhart, L. A. 
Witt, B. Schneider, and S. J. Perry, “Service 
Employees Give as They Get: Internal 
Service as a Moderator of the Service 
Climate-Service Outcomes Link,”  Journal 
of Applied Psychology  96, no. 2 (2011), 
pp. 423–431. 

 Myth or Science? 

 “Employees Treat Customers the Same Way 
the Organization Treats Them” 
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concern.  26   All things being equal, whether the acquisition actually works seems 
to have more to do with how well the two organizations’ cultures match up. 

 A survey by consulting firm A. T. Kearney revealed that 58 percent of merg-
ers failed to reach their financial goals.  27   As one expert commented, “Mergers 
have an unusually high failure rate, and it’s always because of people issues”—
in other words, conflicting organizational cultures. The $183 billion merger 
between America Online (AOL) and Time Warner in 2001 was the largest in 
U.S. corporate history. It was also a disaster. Only 2 years later, the stock had 
fallen an astounding 90 percent, and the new company reported what was 
then the largest financial loss in U.S. history. To this day, Time Warner stock—
trading around $32 per share in late 2011—remains at a fraction of its former 
price (around $200 per share before the merger). Culture clash is commonly 
argued to be one of the causes of AOL Time Warner’s problems. As one expert 
noted, “In some ways the merger of AOL and Time Warner was like the marriage 
of a teenager to a middle-aged banker. The cultures were vastly different. There 
were open collars and jeans at AOL. Time Warner was more buttoned-down.”  28         

 An organization’s culture doesn’t pop out of thin air, and once established it 
rarely fades away. What influences the creation of a culture? What reinforces 
and sustains it once it’s in place?   

   How a Culture Begins 
 An organization’s current customs, traditions, and general way of doing things 
are largely due to what it has done before and how successful it was in doing it. 
This leads us to the ultimate source of an organization’s culture: its founders.  29   
Free of previous customs or ideologies, founders have a vision of what the orga-
nization should be, and the firm’s small size makes it easy to impose that vision 
on all members. 

 Culture creation occurs in three ways.  30   First, founders hire and keep only 
employees who think and feel the same way they do. Second, they indoctrinate 
and socialize these employees to their way of thinking and feeling. And finally, 
the founders’ own behavior encourages employees to identify with them and 
internalize their beliefs, values, and assumptions. When the organization suc-
ceeds, the founders’ personality becomes embedded in the culture. 

 The fierce, competitive style and disciplined, authoritarian nature of 
Hyundai, the giant Korean conglomerate, exhibits the same characteristics 
often used to describe founder Chung Ju-Yung. Other founders with immea-
surable impact on their organization’s culture include Bill Gates at Microsoft, 
Ingvar Kamprad at IKEA, Herb Kelleher at Southwest Airlines, Fred Smith at 
FedEx, and Richard Branson at the Virgin Group.  

  Keeping a Culture Alive 
 Once a culture is in place, practices within the organization maintain it by giving 
employees a set of similar experiences.  31   The selection process, performance 
evaluation criteria, training and development activities, and promotion proce-
dures (all discussed in  Chapter   17   ) ensure those hired fit in with the culture, 
reward those who support it, and penalize (or even expel) those who  challenge 

  Creating and Sustaining Culture 

 3   Identify the factors that 

 create and sustain an 

 organization’s culture. 

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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it. Three forces play a particularly important part in sustaining a culture: selec-
tion practices, the actions of top management, and socialization methods. Let’s 
look at each.   

Selection     The explicit goal of the selection process is to identify and hire indi-
viduals with the knowledge, skills, and abilities to perform successfully. The final 
decision, because it’s significantly influenced by the decision maker’s judgment 
of how well the candidates will fit into the organization, identifies people whose 
values are essentially consistent with at least a good portion of the organiza-
tion’s.  32   Selection also provides information to applicants. Those who perceive 
a conflict between their values and those of the organization can remove them-
selves from the applicant pool. Selection thus becomes a two-way street, allow-
ing employer or applicant to avoid a mismatch and sustaining an organization’s 
culture by selecting out those who might attack or undermine its core values. 

 W. L. Gore & Associates, the maker of Gore-Tex fabric used in outerwear, 
prides itself on its democratic culture and teamwork. There are no job titles at 
Gore, nor bosses or chains of command. All work is done in teams. In Gore’s 
selection process, teams of employees put job applicants through extensive 
 interviews to ensure they can deal with the level of uncertainty, flexibility, and 
teamwork that’s normal in Gore plants. Not surprisingly, W. L. Gore appears 
regularly on  Fortune ’s list of “100 Best Companies to Work For” (number 31 
in 2011).  33    

Top Management     The actions of top management also have a major impact 
on the organization’s culture.  34   Through words and behavior, senior execu-
tives establish norms that filter through the organization about, for instance, 
whether risk taking is desirable, how much freedom managers give employees, 
what is appropriate dress, and what actions earn pay raises, promotions, and 
other rewards. 

 The culture of supermarket chain Wegmans—which believes driven, happy, 
and loyal employees are more eager to help one another and provide exem-
plary customer service—is a direct result of the beliefs of the Wegman family. 
The chain began in 1930 when brothers John and Walter Wegman opened their 
first grocery store in Rochester, New York. Its focus on fine foods quickly sepa-
rated it from other grocers—a focus maintained by the company’s employees, 
many of whom are hired based on their interest in food. In 1950, Walter’s son 
Robert became president and added generous employee benefits such as profit 
sharing and fully paid medical coverage. Now Robert’s son Danny is president, 
and he has continued the Wegmans tradition of taking care of employees. To 
date, Wegmans has paid more than $54 million in college scholarships for its 
employees, both full-time and part-time. Pay is well above market average, mak-
ing annual turnover for full-time employees a mere 6 percent, according to 
the Food Marketing Institute. (The industry average is 24 percent). Wegman’s 
regularly appears on  Fortune ’s list as well (number 3 in 2011).  

  Socialization     No matter how good a job the organization does in recruiting 
and selection, new employees need help adapting to the prevailing culture. 
That help is  socialization     .  35      For example, all Marines must go through boot 
camp, where they prove their commitment and learn the “Marine way.” The 
consulting firm Booz Allen Hamilton begins its process of bringing new em-
ployees onboard even before they start their first day of work. New recruits go to 
an internal Web portal to learn about the company and engage in some activi-
ties that help them understand the culture of the organization. After they start 
work, they continue to learn about the organization through an ongoing social 

       Tony Hsieh, CEO of  Zappos.com , is 
also the architect of the company’s 

culture. Hsieh invited all employ-
ees to participate in creating ten 

core values that define the culture 
of Zappos and serve as the frame-
work from which all decisions are 
made. The core values are: deliver 

WOW through service; embrace 
and drive change; create fun and 

a little weirdness; be adventurous, 
creative, and open minded; pursue 

growth and learning; build open 
and honest relationships with com-

munication; build a positive team 
and family spirit; do more with less; 
be passionate and determined; and 
be humble. Hsieh maintains the cul-

ture through the company’s hiring 
process and training programs to 

ensure that employees are commit-
ted to the core values.  
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networking application that links new workers with more established members 
of the firm and helps ensure that culture is transmitted over time.  36   

 We can think of socialization as a process with three stages: prearrival, en-
counter, and metamorphosis.  37   This process, shown in  Exhibit   16-2   , has an 
impact on the new employee’s work productivity, commitment to the organiza-
tion’s objectives, and eventual decision to stay with the organization. 

 The  prearrival stage      recognizes that each individual arrives with a set of 
values, attitudes, and expectations about both the work and the organization. 
One major purpose of a business school, for example, is to socialize business 
students to the attitudes and behaviors business firms want. Newcomers to high-
profile organizations with a strong market position will make their own assump-
tions about what it must be like to work there.  38   Most new recruits will expect 
Nike to be dynamic and exciting, a prestigious law firm to be high in pressure 
and rewards, and the Marine Corps to require both discipline and courage. 
No matter how well managers think they can socialize newcomers, however, 
the most important predictor of future behavior is past behavior. What people 
know before they join the organization, and how proactive their personality is, 
are critical predictors of how well they adjust to a new culture.  39   

 One way to capitalize on prehire characteristics in socialization is to use the 
selection process to inform prospective employees about the organization as a 
whole. We’ve also seen how the selection process ensures the inclusion of the 
“right type”—those who will fit in. “Indeed, the ability of the individual to pre-
sent the appropriate face during the selection process determines his ability to 
move into the organization in the first place. Thus, success depends on the de-
gree to which the aspiring member has correctly anticipated the expectations 
and desires of those in the organization in charge of selection.”  40   

 On entry into the organization, the new member enters the  encounter stage

and confronts the possibility that expectations—about the job, co-workers, the 
boss, and the organization in general—may differ from reality. If expectations 
were fairly accurate, the encounter stage merely cements earlier perceptions. 
However, this is often not the case. At the extreme, a new member may become 
disillusioned enough to resign. Proper recruiting and selection should sig-
nificantly reduce that outcome, along with encouraging friendship ties in the 

socialization      A process that adapts 
employees to the organization’s 
culture.   

  prearrival stage      The period of 
learning in the socialization process 
that occurs before a new employee 
joins the organization.   

encounter stage      The stage in the 
socialization process in which a new 
employee sees what the organization 
is really like and confronts the 
possibility that expectations and reality 
may diverge.   

       A Socialization Model    Exhibit 16-2 

Prearrival Encounter Metamorphosis Commitment

Socialization process Outcomes

Turnover

Productivity
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 organization—newcomers are more committed when friends and co- workers 
help them “learn the ropes.”  41   

  Finally, to work out any problems discovered during the encounter stage, 
the new member changes or goes through the  metamorphosis stage     . The op-
tions presented in  Exhibit   16-3    are alternatives designed to bring about the 
desired metamorphosis. Most research suggests there are two major “bundles” 
of socialization practices. The more management relies on formal, collective, 
sequential, fixed, and serial socialization programs and emphasize divestiture, 
the more likely newcomers’ differences will be stripped away and replaced by 
standardized predictable behaviors. These  institutional  practices are common in 
police departments, fire departments, and other organizations that value rule 
following and order. Programs that are informal, individual, random, variable, 
and disjunctive and emphasize investiture are more likely to give newcomers 
an innovative sense of their role and methods of working. Creative fields, such 
as research and development, advertising, and filmmaking, rely on these  in-
dividual  practices. Most research suggests high levels of institutional practices 
encourage person–organization fit and high levels of commitment, whereas in-
dividual practices produce more role innovation.  42   

   The three-part entry socialization process is complete when new members 
have internalized and accepted the norms of the organization and their work 
group, are confident in their competence, and feel trusted and valued by their 
peers. They understand the system—not only their own tasks but the rules, pro-
cedures, and informally accepted practices as well. Finally, they know what is 
expected of them and what criteria will be used to measure and evaluate their 
work. As  Exhibit   16-2    showed, successful metamorphosis should have a positive 
impact on new employees’ productivity and their commitment to the organiza-
tion and reduce their propensity to leave the organization. 

Formal vs. Informal The more a new employee is segregated from the ongoing work setting
and differentiated in some way to make explicit his or her newcomer’s role, the more
socialization is formal. Specific orientation and training programs are examples. Informal
socialization puts the new employee directly into the job, with little or no special attention.

Individual vs. Collective New members can be socialized individually. This describes how it’s
done in many professional offices. They can also be grouped together and processed
through an identical set of experiences, as in military boot camp.

Fixed vs. Variable This refers to the time schedule in which newcomers make the transition
from outsider to insider. A fixed schedule establishes standardized stages of transition. This
characterizes rotational training programs. It also includes probationary periods, such as the
8- to 10-year “associate” status used by accounting and law firms before deciding on
whether or not a candidate is made a partner. Variable schedules give no advance notice of
their transition timetable. Variable schedules describe the typical promotion system, in which
one is not advanced to the next stage until one is “ready.”

Serial vs. Random Serial socialization is characterized by the use of role models who train
and encourage the newcomer. Apprenticeship and mentoring programs are examples. In
random socialization, role models are deliberately withheld. New employees are left on their
own to figure things out.

Investiture vs. Divestiture Investiture socialization assumes that the newcomer’s qualities 
and qualifications are the necessary ingredients for job success, so these qualities and
qualifications are confirmed and supported. Divestiture socialization tries to strip away
certain characteristics of the recruit. Fraternity and sorority “pledges” go through 
divestiture socialization to shape them into the proper role. 

       Entry Socialization Options    Exhibit 16-3 
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 Researchers have begun to examine how employee attitudes change during 
socialization by measuring at several points over the first few months. One study 
has documented patterns of “honeymoons” and “hangovers” for new workers, 
showing that the period of initial adjustment is often marked by decreases in 
job satisfaction as their idealized hopes come into contact with the reality of or-
ganizational life.  43   Other research suggests that role conflict and role overload 
for newcomers rise over time, and that workers with the largest increases in 
these role problems experience the largest decreases in commitment and sat-
isfaction.  44   It may be that the initial adjustment period for newcomers presents 
increasing demands and difficulties, at least in the short term.   

  Summary: How Cultures Form 
  Exhibit   16-4    summarizes how an organization’s culture is established and sus-
tained. The original culture derives from the founder’s philosophy and strongly 
influences hiring criteria as the firm grows. Top managers’ actions set the gen-
eral climate, including what is acceptable behavior and what is not. The way 
employees are socialized will depend both on the degree of success achieved in 
matching new employees’ values to those of the organization in the selection 
process, and on top management’s preference for socialization methods.    

metamorphosis stage      The stage in the 
socialization process in which a new 
employee changes and adjusts to the 
job, work group, and organization.   

       How Organization Cultures Form    Exhibit 16-4 

Philosophy of
organization’s

founders

Selection
criteria

Organization
culture

Socialization

Top
management

  How Employees Learn Culture 

 Culture is transmitted to employees in a number of forms, the most potent 
 being stories, rituals, material symbols, and language.   

  Stories 
 When Henry Ford II was chairman of Ford Motor Company, you would have 
been hard pressed to find a manager who hadn’t heard how he reminded his 
executives, when they got too arrogant, “It’s my name that’s on the building.” 
The message was clear: Henry Ford II ran the company. 

4   Show how culture is 

 transmitted to employees. 
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 A number of senior Nike executives spend much of their time serving 
as  corporate storytellers.  45   When they tell how co-founder (and Oregon 
track coach) Bill Bowerman went to his workshop and poured rubber into 
his wife’s waffle iron to create a better running shoe, they’re talking about 
Nike’s spirit of innovation. When new hires hear tales of Oregon running star 
Steve Prefontaine’s battles to make running a professional sport and attain 
better performance equipment, they learn of Nike’s commitment to helping 
 athletes. 

 Stories such as these circulate through many organizations, anchoring 
the present in the past and legitimating current practices. They typically 
include narratives about the organization’s founders, rule breaking, rags-to-
riches successes, reductions in the workforce, relocation of employees, reac-
tions to past mistakes, and organizational coping.  46   Employees also  create 
their own narratives about how they came to either fit or not fit with the 
organization during the process of socialization, including first days on the 
job, early interactions with others, and first impressions of organizational 
life.  47    

  Rituals 
Rituals      are repetitive sequences of activities that express and reinforce the 
key values of the organization—what goals are most important and which 
people are important and which are expendable.  48   One of the best known 
rituals is Walmart’s company chant. Begun by the company’s founder, the 
late Sam Walton, as a way to motivate and unite his workforce, “Gimme a W, 
gimme an A, gimme an L, gimme a squiggle, give me an M, A, R, T!” has 
become a  ritual that bonds workers and reinforces Walton’s belief in the 
contribution his  employees made to the company’s success. Similar cor-
porate chants are used by IBM, Ericsson, Novell, Deutsche Bank, and 
PricewaterhouseCoopers.  49     

  Material Symbols 
 Alcoa headquarters doesn’t look like your typical head-office operation. There 
are few individual offices, even for senior executives. The space is essentially 
made up of cubicles, common areas, and meeting rooms. This informality con-
veys to employees that Alcoa values openness, equality, creativity, and flexibility. 
Some corporations provide their top executives with chauffeur-driven limou-
sines and a corporate jet. Other CEOs drive the company car themselves and 
travel in the economy section. 

 The layout of corporate headquarters, the types of automobiles top execu-
tives are given, and the presence or absence of corporate aircraft are a few ex-
amples of  material symbols     . Others include the size of offices, the elegance of 
furnishings, executive perks, and attire.  50   These convey to employees who is im-
portant, the degree of egalitarianism top management desires, and the kinds of 
behavior that are appropriate, such as risk taking, conservative, authoritarian, 
participative, individualistic, or social.      

  Language 
 Many organizations and subunits within them use language to help members 
identify with the culture, attest to their acceptance of it, and help preserve 
it. Unique terms describe equipment, officers, key individuals, suppliers, cus-
tomers, or products that relate to the business. New employees may at first be 
overwhelmed by acronyms and jargon, that, once assimilated, act as a common 
denominator to unite members of a given culture or subculture.   
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rituals      Repetitive sequences of 
activities that express and reinforce 
the key values of the organization, 
which goals are most important, which 
people are important, and which are 
expendable.   

  material symbols      What conveys 
to employees who is important, 
the degree of egalitarianism top 
management desires, and the kinds of 
behavior that are appropriate.   

       At Sermo, it’s okay for employees 
to bring their dogs to work and to 

include them in company meet-
ings, as shown in this photo. Sermo 

is an online community for physi-
cians where they can collaborate 

and improve patient care. Sermo’s 
culture derives from the com-

pany’s founder and CEO Dr. Daniel 
Palestrant, who wants employees 

to love coming to work, to be 
comfortable, to have fun, and to 

just be themselves in a space that 
suits them. Sermo’s informal work 
environment and open office plan 

conveys to employees that the com-
pany values openness, individuality, 

creativity, and flexibility.  
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  Creating an Ethical Organizational Culture 

 The organizational culture most likely to shape high ethical standards among 
its members is high in risk tolerance, low to moderate in aggressiveness, and 
focused on means as well as outcomes.  51   This type of culture takes a long-term 
perspective and balances the rights of multiple stakeholders, including employ-
ees, stockholders, and the community. Managers are supported for taking risks 
and innovating, discouraged from engaging in unbridled competition, and 
guided to heed not just to  what  goals are achieved but also  how.    

 If the culture is strong and supports high ethical standards, it should have 
a very powerful and positive influence on employee behavior. Examples of or-
ganizations that have failed to establish proper codes of ethical conduct can be 
found in the media nearly every day. Some actively deceive customers or clients. 
Others produce products that harm consumers or the environment, or they 
harass or discriminate against certain groups of employees. Others are more 
subtle and cover up or fail to report wrongdoing. The negative consequences 
of a systematic culture of unethical behavior can be severe and include cus-
tomer boycotts, fines, lawsuits, and government regulation of an organization’s 
 practices. 

5   Demonstrate how an ethical 

culture can be created. 
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 What can managers do to create a more ethical culture? They can adhere to 
the following principles:  52   

   ●   Be a visible role model.     Employees will look to the actions of top 
management as a benchmark for appropriate behavior. Send a positive 
 message.  

  ●   Communicate ethical expectations.     Minimize ethical ambiguities by 
sharing an organizational code of ethics that states the organization’s pri-
mary values and ethical rules employees must follow.  

  ●   Provide ethical training.     Set up seminars, workshops, and training pro-
grams to reinforce the organization’s standards of conduct, clarify what 
practices are permissible, and address potential ethical dilemmas.  

  ●   Visibly reward ethical acts and punish unethical ones.     Appraise manag-
ers on how their decisions measure up against the organization’s code of 
ethics. Review the means as well as the ends. Visibly reward those who act 
ethically and conspicuously punish those who don’t.  

  ●   Provide protective mechanisms.     Provide formal mechanisms so employ-
ees can discuss ethical dilemmas and report unethical behavior without 
fear of reprimand. These might include ethical counselors, ombudsmen, 
or ethical officers.   

 The work of setting a positive ethical climate has to start at the top of the 
organization.  53   A study of 195 managers demonstrated that when top manage-
ment emphasizes strong ethical values, supervisors are more likely to practice 
ethical leadership. Positive ethical attitudes transfer down to line employees, 
who show lower levels of deviant behavior and higher levels of cooperation and 
assistance. A study involving auditors found perceived pressure from organiza-
tional leaders to behave unethically was associated with increased intentions 
to engage in unethical practices.  54   Clearly the wrong type of organizational 

M  uch research has empha-
sized how organizations 
establish ethical principles 

that employees are supposed to fol-
low. More recent work examines how 
organizations can harness employees’ 
inherent sense of right and wrong, 
so employees will speak up when 
they feel organizational actions are 
inconsistent with their own ethical 
 principles. 

 Saying organizations should estab-
lish a culture for ethical behavior is 
easy enough, but developing a culture 
where employees feel empowered to 
speak up is considerably trickier. Here 
are a few suggestions: 

1.   Overcome the silence. Employees 
who know something is wrong may 
still fail to speak up because they 
fear reprisals. Both official and un-
official measures must encourage 
people to bring ethical lapses to 
the attention of upper management 
and reward them for doing so.  

2.   Encourage employees to con-
tinually investigate whether their 
behavior is consistent with organi-
zational values. Many ethical lapses 
are not so much dishonest or mali-
cious acts but failure to even recog-
nize the moral issue at stake.  

3.   Develop formal roles for ethical 
compliance officers, who provide 

oversight and training to ensure 
employees are aware of the com-
pany’s core values and can discuss 
ethical behavior in  practice.   

Sources:  M. Kaptein, “Ethics Programs and 
Ethical Culture: A Next Step in Unraveling 
Their Multi-Faceted Relationship,”  Journal 
of Business Ethics  89, no. 2 (2009), 
pp. 261–281; P. Verhezen, “Giving Voice 
in a Culture of Silence. From a Culture 
of Compliance to a Culture of Integrity,” 
Journal of Business Ethics  96, no. 2 (2010), 
pp. 187–206; and M. Kaptein, “From 
Inaction to External Whistleblowing: The 
Influence of Ethical Culture of Organizations 
on Employee Responses to Observed 
Wrongdoing,”  Journal of Business Ethics
98, no. 3 (2011), pp. 513–530. 
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 Designing a Culture of Ethical Voice 
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culture can negatively influence employee ethical behavior. Finally, employees 
whose ethical values are similar to those of their department are more likely to 
be promoted, so we can think of ethical culture as flowing from the bottom up 
as well.  55       

  Creating a Positive Organizational Culture 

 At first blush, creating a positive culture may sound hopelessly naïve or like 
a Dilbert-style conspiracy. The one thing that makes us believe this trend is 
here to stay, however, are signs that management practice and OB research are 
 converging.   

 A  positive organizational culture      emphasizes building on employee 
strengths, rewards more than it punishes, and emphasizes individual vitality and 
growth.  56   Let’s consider each of these areas. 

      Building on Employee Strengths     Although a positive organizational culture 
does not ignore problems, it does emphasize showing workers how they can 
capitalize on their strengths. As management guru Peter Drucker said, “Most 
Americans do not know what their strengths are. When you ask them, they look 
at you with a blank stare, or they respond in terms of subject knowledge, which 
is the wrong answer.” Wouldn’t it be better to be in an organizational culture 
that helped you discover your strengths and learn how to make the most of 
them? 

 Larry Hammond used this approach when you’d least expect it: during his 
firm’s darkest days. Hammond is CEO of Auglaize Provico, an agribusiness com-
pany based in Ohio. In the midst of the firm’s worst financial struggles, when it 
had to lay off one-quarter of its workforce, Hammond decided to try a different 
approach. Rather than dwell on what was wrong, he took advantage of what 
was right. “If you really want to [excel], you have to know yourself—you have to 
know what you’re good at, and you have to know what you’re not so good at,” 
says Hammond. With the help of Gallup consultant Barry Conchie, Hammond 
focused on discovering and using employee strengths and helped the company 
turn itself around. “You ask Larry [Hammond] what the difference is, and he’ll 
say that it’s individuals using their natural talents,” says Conchie.  57    

Rewarding More Than Punishing     Although most organizations are sufficiently 
focused on extrinsic rewards such as pay and promotions, they often forget 
about the power of smaller (and cheaper) rewards such as praise. Part of creat-
ing a positive organizational culture is “catching employees doing something 
right.” Many managers withhold praise because they’re afraid employees will 
coast or because they think praise is not valued. Employees generally don’t ask 
for praise, and managers usually don’t realize the costs of failing to give it. 

6   Describe a positive 

 organizational culture. 

positive organizational culture      A 
culture that emphasizes building on 
employee strengths, rewards more 
than punishes, and emphasizes 
individual vitality and growth.   
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 Consider El´zbieta Górska-Kolodziejczyk, a plant manager for International 
Paper’s facility in Kwidzyn, Poland. Employees work in a bleak windowless base-
ment. Staffing is roughly one-third its prior level, while production has tripled. 
These challenges had done in the previous three managers. So when Górska-
Kolodziejczyk took over, although she had many ideas about transforming the 
organization, at the top were recognition and praise. She initially found it dif-
ficult to give praise to those who weren’t used to it, especially men. “They were 
like cement at the beginning,” she said. “Like cement.” Over time, however, she 
found they valued and even reciprocated praise. One day a department supervi-
sor pulled her over to tell her she was doing a good job. “This I do remember, 
yes,” she said.  58       

  Emphasizing Vitality and Growth     No organization will get the best from em-
ployees who see themselves as mere cogs in the machine. A positive culture 
recognizes the difference between a job and a career. It supports not only what 
the employee contributes to organizational effectiveness but also how the orga-
nization can make the employee more effective—personally and professionally. 

 Although it may take more creativity to encourage employee growth in some 
types of industries, consider the food industry. At Masterfoods in Belgium, 
Philippe Lescornez leads a team of employees including Didier Brynaert, 
who works in Luxembourg, nearly 150 miles away. Brynaert was considered a 
good sales promoter who was meeting expectations when Lescornez decided 
Brynaert’s job could be made more important if he were seen less as just an-
other sales promoter and more as an expert on the unique features of the 
Luxembourg market. So Lescornez asked Brynaert for information he could 
share with the home office. He hoped that by raising Brynaert’s profile in 
Brussels, he could create in him a greater sense of ownership for his remote 
sales territory. “I started to communicate much more what he did to other peo-
ple [within the company], because there’s quite some distance between the 
Brussels office and the section he’s working in. So I started to communicate, 
communicate, communicate. The more I communicated, the more he started 
to provide material,” says Lescornez. As a result, “Now he’s recognized as the 

       Employees of Pricewaterhouse 
Coopers work within a posi-

tive organizational culture that 
emphasizes individuals’ vitality 
and growth. One of the largest 

global accounting firms, PwC offers 
employees professional and indi-
vidual learning opportunities on 

the job, at clients’ workplaces, and 
in formal training programs. PwC’s 

Learning and Education Group pro-
vides access to the latest informa-

tion on industry standards and best 
practices, and offers classes to help 
employees develop their technical 
skills. Company coaches and men-
tors guide employees in designing 

a personalized career path. The 
PwC team, shown here, counts the 
Oscars ballots for the Academy of 
Motion Picture Arts and Sciences, 

a company client for more than 
75 years.  
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specialist for Luxembourg—the guy who is able to build a strong relationship 
with the Luxembourg clients,” says Lescornez. What’s good for Brynaert is, of 
course, also good for Lescornez, who gets credit for helping Brynaert grow and 
develop.  59    

Limits of Positive Culture     Is a positive culture a cure-all? Though companies 
such as GE, Xerox, Boeing, and 3M have embraced aspects of a positive organi-
zational culture, it is a new enough idea for us to be uncertain about how and 
when it works best. 

 Not all cultures value being positive as much as U.S. culture does, and, even 
within U.S. culture, there surely are limits to how far we should go to preserve a 
positive culture. For example, Admiral, a British insurance company, has estab-
lished a Ministry of Fun in its call centers to organize poem writings, foosball, 
conker (a British game involving chestnuts), and fancy-dress days. When does 
the pursuit of a positive culture start to seem coercive or even Orwellian? As 
one critic notes, “Promoting a social orthodoxy of positiveness focuses on a par-
ticular constellation of desirable states and traits but, in so doing, can stigmatize 
those who fail to fit the template.”  60   There may be benefits to establishing a 
positive culture, but an organization also needs to be objective and not pursue 
it past the point of effectiveness.    

  Spirituality and Organizational Culture 

 What do Southwest Airlines, Hewlett-Packard, Ford, The Men’s Wearhouse, 
Tyson Foods, Wetherill Associates, and Tom’s of Maine have in common? 
They’re among a growing number of organizations that have embraced work-
place spirituality. 

  What Is Spirituality? 
 Workplace spirituality is  not  about organized religious practices. It’s not about 
God or theology.  Workplace spirituality      recognizes that people have an in-
ner life that nourishes and is nourished by meaningful work in the context 
of community.  61   Organizations that promote a spiritual culture recognize that 
people seek to find meaning and purpose in their work and desire to connect 
with other human beings as part of a community. Many of the topics we have 
discussed—ranging from job design (designing work that is meaningful to 
 employees) to transformational leadership (leadership practices that empha-
size a higher-order purpose and self-transcendent goals) are well matched to 
the concept of organizational spirituality. When a company emphasizes its com-
mitment to paying Third World suppliers a fair (above-market) price for their 
coffee to facilitate community development—as did Starbucks—or encourages 
employees to share prayers or inspirational messages through e-mail—as did 
Interstate Batteries—it is encouraging a more spiritual culture.  62     

workplace spirituality      The recognition 
that people have an inner life that 
nourishes and is nourished by 
meaningful work that takes place in the 
context of community.   
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  Why Spirituality Now? 
 As we noted in our discussion of emotions in  Chapter   4   , the myth of rationality 
assumed the well-run organization eliminated feelings. Concern about an em-
ployee’s inner life had no role in the perfectly rational model. But just as we’ve 
now come to realize that the study of emotions improves our understanding of 
organizational behavior, an awareness of spirituality can help us better under-
stand employee behavior in the twenty-first century. 

 Of course, employees have always had an inner life. So why has the search 
for meaning and purposefulness in work surfaced now? We summarize the rea-
sons in  Exhibit   16-5   .      

  Characteristics of a Spiritual Organization 
 The concept of workplace spirituality draws on our previous discussions of 
values, ethics, motivation, and leadership. What differentiates spiritual orga-
nizations from their nonspiritual counterparts? Although research remains 

Spirituality can counterbalance the pressures and stress of a turbulent pace of life.
Contemporary lifestyles—single-parent families, geographic mobility, the temporary
nature of jobs, new technologies that create distance between people—underscore the
lack of community many people feel and increase the need for involvement and connection.

•

•

Formalized religion hasn’t worked for many people, and they continue to look for anchors
to replace lack of faith and to fill a growing feeling of emptiness.

• Job demands have made the workplace dominant in many people’s lives, yet they continue
to question the meaning of work.

• People want to integrate personal life values with their professional life.

• An increasing number of people are finding that the pursuit of more material acquisitions
leaves them unfulfilled.

       Reasons for the Growing Interest in Spirituality    Exhibit 16-5 

       Steve Baxter, a Target Corporation 
employee, tries to comfort a child 

while serving as a volunteer for 
Project Homeless Connect, a com-

munity program that provides 
housing, dental, medical, employ-

ment, child care, and other services 
for homeless people and others 

in need. Baxter and other Target 
employees are inspired by a strong 
sense of purpose in showing kind-
ness to, promoting the happiness 
of, and serving customers, fellow 
workers, and people in the com-

munity. Employees experience the 
joy and satisfaction that comes from 

helping others by volunteering in 
social services programs that feed 

the hungry, prevent family violence, 
give shelter to the homeless, and 

provide disaster relief.  
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preliminary, several cultural characteristics tend to be evident in spiritual 
 organizations:  63   

   ●   Benevolence.     Spiritual organizations value showing kindness toward 
others and promoting the happiness of employees and other organiza-
tional stakeholders.  

  ●   Strong sense of purpose.     Spiritual organizations build their cultures 
around a meaningful purpose. Although profits may be important, 
they’re not the primary value of the organization.  

  ●   Trust and respect.     Spiritual organizations are characterized by mutual 
trust, honesty, and openness. Employees are treated with esteem and 
value, consistent with the dignity of each individual.  

  ●   Open-mindedness.     Spiritual organizations value flexible thinking and 
creativity among employees.         

S A L
SELF-ASSESSMENT LIBRARY

 How Spiritual Am I? 

 In the Self-Assessment Library (available on CD and online), take assessment 
IV.A.4 (How Spiritual Am I?). Note: People’s scores on this measure vary from 
time to time, so take that into account when interpreting the results. 

 7   Identify characteristics 

of a spiritual culture. 

  Achieving a Spiritual Organization 
 Many organizations have grown interested in spirituality but have had difficulty 
putting its principles into practice. Several types of practices can facilitate a 
spiritual workplace,  64   including those that support work–life balance. Leaders 
can demonstrate values, attitudes, and behaviors that trigger intrinsic motiva-
tion and a sense of calling through work. Encouraging employees to consider 
how their work provides a sense of purpose through community building also 
can help achieve a spiritual workplace; often this is achieved through group 
counseling and organizational development, a topic we take up in  Chapter   18   .  

  Criticisms of Spirituality 
 Critics of the spirituality movement in organizations have focused on three 
issues. First is the question of scientific foundation. What really is workplace 
spirituality? Is it just a new management buzzword? Second, are spiritual or-
ganizations legitimate? Specifically, do organizations have the right to impose 
spiritual values on their employees? Third is the question of economics: are 
spirituality and profits compatible?   

  First, as you might imagine, there is comparatively little research on workplace 
spirituality. We don’t know whether the concept will have staying power. Do the 
cultural characteristics we just identified really separate spiritual organizations? 
Spirituality has been defined so broadly in some sources that practices from job 
rotation to corporate retreats at meditation centers have been identified as spiri-
tual. Questions need to be answered before the concept gains full credibility. 

 On the second point, an emphasis on spirituality can clearly make some em-
ployees uneasy. Critics have argued that secular institutions, especially business 
firms, have no business imposing spiritual values on employees.  65   This criticism 
is undoubtedly valid when spirituality is defined as bringing religion and God 
into the workplace. However, it seems less stinging when the goal is limited to 
helping employees find meaning and purpose in their work lives. If the con-
cerns listed in  Exhibit   16-5    truly characterize a large segment of the workforce, 
then perhaps organizations can do so. 
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 Finally, whether spirituality and profits are compatible objectives is certainly 
relevant for managers and investors in business. The evidence, although limited, 
indicates they are. Organizations that provided their employees with opportuni-
ties for spiritual development have outperformed those that didn’t.  66   Other stud-
ies a report that spirituality in organizations was positively related to creativity, 
employee satisfaction, job involvement, and organizational  commitment.  67     

 We considered global cultural values (collectivism–individualism, power dis-
tance, and so on) in  Chapter   5   . Here our focus is a bit narrower: how is or-
ganizational culture affected by a global context? Organizational culture is so 
powerful it often transcends national boundaries. But that doesn’t mean orga-
nizations should, or could, ignore local culture.   

 Organizational cultures often reflect national culture. The culture at AirAsia, 
a Malaysian-based airline, emphasizes informal dress so as not to create status 
differences. The carrier has lots of parties, participative management, and no 
private offices, reflecting Malaysia’s relatively collectivistic culture. The culture 
of US Airways does not reflect the same degree of informality. If US Airways 
were to set up operations in Malaysia or merge with AirAsia, it would need to 
take these cultural differences into account. 

 One of the primary things U.S. managers can do is to be culturally sensi-
tive. The United States is a dominant force in business and in culture—and 
with that influence comes a reputation. “We are broadly seen throughout the 
world as arrogant people, totally self-absorbed and loud,” says one U.S. execu-
tive. Companies such as American Airlines, Lowe’s, Novell, ExxonMobil, and 
Microsoft have implemented training programs to sensitize their managers to 
cultural differences. Some ways in which U.S. managers can be culturally sensi-
tive include talking in a low tone of voice, speaking slowly, listening more, and 
avoiding discussions of religion and politics. 

 The management of ethical behavior is one area where national culture can 
rub up against corporate culture.  68   U.S. managers endorse the supremacy of 
anonymous market forces and implicitly or explicitly view profit maximization 
as a moral obligation for business organizations. This worldview sees bribery, 
nepotism, and favoring personal contacts as highly unethical. Any action that 
deviates from profit maximization may indicate that inappropriate or corrupt 
behavior may be occurring. In contrast, managers in developing economies are 
more likely to see ethical decisions as embedded in a social environment. That 
means doing special favors for family and friends is not only appropriate but 
possibly even an ethical responsibility. Managers in many nations also view capi-
talism skeptically and believe the interests of workers should be put on a par 
with the interests of shareholders. 

 U.S. employees are not the only ones who need to be culturally sensitive. 
Three times a week, employees at the Canadian unit of Japanese videogame 
maker Koei begin the day by standing next to their desks, facing their boss, 
and saying “Good morning” in unison. Employees then deliver short speeches 
on topics that range from corporate principles to 3D game engines. Koei also 
has employees punch a time clock and asks women to serve tea to top execu-
tive guests. Although these practices are consistent with Koei’s culture, they do 
not fit Canadian culture very well. “It’s kind of like school,” says one Canadian 
employee.  69     

8   Show how national 

 culture may affect the way 

 organizational culture is 

transported to a different 

country. 

  Global Implications 
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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.  

  Summary and Implications for Managers 

  Exhibit   16-6    depicts organizational culture as an intervening variable. Employ-
ees form an overall subjective perception of the organization based on factors 
such as degree of risk tolerance, team emphasis, and support of people. This 
overall perception becomes, in effect, the organization’s culture or personal-
ity and affects employee performance and satisfaction, with stronger cultures 
 having greater impact. 

    ●   Just as people’s personalities tend to be stable over time, so too do strong 
cultures. This makes a strong culture difficult for managers to change if 
it becomes mismatched to its environment. Changing an organization’s 
culture is a long and difficult process. Thus, at least in the short term, 
managers should treat their organization’s culture as relatively fixed.  

  ●   One of the most important managerial implications of organizational cul-
ture relates to selection decisions. Hiring individuals whose values don’t 
align with those of the organization is likely to yield employees who lack 
motivation and commitment and are dissatisfied with their jobs and the 
organization.  70   Not surprisingly, “misfits” have considerably higher turn-
over rates.  

  ●   An employee’s performance also depends to a considerable degree on 
knowing what to do and not do. Understanding the right way to do a job 
indicates proper socialization.  

  ●   As a manager, you can shape the culture of your work environment, 
sometimes as much as it shapes you. All managers can especially do their 
part to create an ethical culture and to consider spirituality and its role in 
creating a positive organizational culture.        

How Organizational Cultures Have an Impact on 
Employee Performance and Satisfaction

Exhibit 16-6
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  Organizations Should Strive to Create 
a Positive Organizational Culture 

  POINT   COUNTERPOINT  

  T here are many unanswered questions about the merits of 
using positive organizational scholarship to build positive 
organizational cultures. Let’s focus on three. 

  What is a positive culture?  The employment relationship can 
be amicable and even mutually beneficial. However, glossing 
over natural differences in interests with the frosting of posi-
tive culture is intellectually dishonest and potentially harmful. 
From time to time, any organization needs to undertake unpopu-
lar actions. Can anyone terminate an employee positively (and 
honestly), or explain to someone why others received a raise? 
There’s a danger in trying to sugarcoat. Positive relationships 
will develop—or not—on their own. We’d be better off preach-
ing that people, and organizational cultures, should be honest 
and fair, rather than unabashedly positive. 

  Is practice ahead of science?  Before we start beseeching 
organizations to build positive cultures, we should make sure 
these interventions work as we think they do. Many have un-
intended consequences, and we simply don’t have enough re-
search to support the claims put forth. As one reviewer noted, 
“Everyone wants to believe they could have greater control 
over their lives by simply changing the way they think. Research 
that supports this idea gets promoted loudly and widely.” But 
it’s not based on a mountain of evidence. 

  Is building a positive culture manipulative?  Psychologist 
Lisa Aspinwall writes of “saccharine terrorism,” where em-
ployees are coerced into positive mindsets by Happiness 
Coaches. You may think this an exaggeration, but companies 
like UBS, American Express, KPMG, FedEx, Adobe, and IBM 
use Happiness Coaches to do exactly that. As one critic noted, 
“Encouraging people to maintain a happy outlook in the face 
of less-than-ideal conditions is a good way of keeping citizens 
under control in spite of severe societal problems, or keeping 
employees productive while keeping pay and benefits low.” 

  O  rganizations should do everything they can to establish 
a positive culture, because it works. Scores of recent 
studies have shown that individuals who are in positive 

states of mind at work and in life lead happier, more productive, 
and more fulfilling lives. Given the accumulating evidence, re-
searchers are now studying ways to make that happen. 

 In a recent  Harvard Business Review  article, Wharton fac-
ulty member Adam Grant discusses an interesting concept:  out-
sourcing inspiration . What does he mean by that? Grant writes: 
“A growing body of research shows that end users—customers, 
clients, patients, and others who benefit from a company’s 
products and services—are surprisingly effective in motivating 
people to work harder, smarter, and more productively.” 

 Some tangible examples of how this can work: 

   ●   Northwestern University’s “buddy program” introduces 
Alzheimer’s patients to scientists working to develop treat-
ments for the disease.  

  ●   At a Merrill Lynch branch, weekly team meetings begin with 
stories about how the team has made a difference in cus-
tomers’ lives.  

  ●   “All Medtronic employees have a ’defining moment’ in which 
they come face-to-face with a patient whose story deeply 
touches them,” writes former CEO Bill George.  

  ●   At Wells Fargo, managers show bankers videos of people 
describing how low-interest loans rescued them from se-
vere debt—a vivid reminder to the bankers that they are 
striving to serve their customers, not their managers.   

 Of course, there are other ways of creating a positive organi-
zational culture, including building on strengths and rewarding 
more than punishing. 

 Creating a positive organizational culture is not magic, but 
it tends to have extremely positive benefits for organizations 
which embrace it.  Outsourcing inspiration  is a great way for em-
ployees to feel appreciated, to experience empathy, and to see 
the impact of their work—all motivating outcomes that will lead 
organizations to be more effective and individuals more fulfilled 
in their work. 

  Sources:  B. Azar, “Positive Psychology Advances, with Growing Pains,”  Monitor on Psychology  (April 2011), pp. 32–36; 

A. Grant, “How Customers Can Rally Your Troops,”  Harvard Business Review  (June 2011), downloaded on July 12, 2011, 

from  http://hbr.org/ ; and J. McCarthy, “5 Big Problems with Positive Thinking (And Why You Should Do It Anyway),”  Positive 
Psychology  (October 2010), downloaded on July 10, 2011, from  http://psychologyofwellbeing.com/ .  

http://hbr.org/
http://psychologyofwellbeing.com/
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  1    What is organizational culture, and what are its 
common characteristics?   

  2    What are the functional and dysfunctional effects 
of organizational culture?   

  3    What factors create and sustain an  organization’s 
 culture?   

  4    How is culture transmitted to employees?   

  5    How can an ethical culture be created?   

  6    What is a positive organizational culture?   

  7    What are the characteristics of a spiritual 
culture?   

  8    How does national culture affect how organizational 
culture is transported to a different country?    

   QUESTIONS FOR REVIEW 

  EXPERIENTIAL EXERCISE   Rate Your Classroom Culture 

   Listed here are 14 statements. Using the 5-item scale (from strongly agree to strongly disagree), respond to each state-
ment by circling the number that best represents your opinion.   

    
Strongly Agree  Agree  Neutral 

 
Disagree 

 Strongly 
Disagree 

   1.   I feel comfortable challenging 
statements made by my instructor.   

 1  2  3  4  5 

   2.   My instructor heavily penalizes 
assignments that are not turned 
in on time.   

 1  2  3  4  5 

   3.   My instructor believes that 
“It’s fi nal results that count.”   

 1  2  3  4  5 

   4.   My instructor is sensitive to my 
personal needs and problems.   

 1  2  3  4  5 

   5.   A large portion of my grade 
depends on how well I work with 
others in the class.   

 1  2  3  4  5 

   6.   I often feel nervous and tense 
when I come to class.   

 1  2  3  4  5 

   7.   My instructor seems to prefer 
stability over change.   

 1  2  3  4  5 

   8.   My instructor encourages me to 
develop new and different ideas.   

 1  2  3  4  5 

   9.   My instructor has little tolerance 
for sloppy thinking.   

 1  2  3  4  5 

   10.     My instructor is more concerned with 
how I came to a conclusion than with 
the conclusion itself.   

1  2  3  4  5 

   11.     My instructor treats all students alike.    1  2  3  4  5 

   12.     My instructor frowns on class 
members helping each other with 
 assignments.   

 1  2  3  4  5 

   13.     Aggressive and competitive 
people have a distinct advantage 
in this class.   

 1  2  3  4  5 

   14.     My instructor encourages me 
to see the world differently.   

 1  2  3  4  5 
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 Calculate your total score by adding up the numbers you 
circled. Your score will fall between 14 and 70. 

 A high score (49 or above) describes an open, risk-
taking, supportive, humanistic, team-oriented, easygoing, 
growth-oriented culture. A low score (35 or below) de-
scribes a closed, structured, task-oriented, individualistic, 
tense, and stability-oriented culture. Note that differences 
count, so a score of 60 is a more open culture than one 

that scores 50. Also, realize that one culture isn’t prefer-
able over another. The “right” culture depends on you 
and your preferences for a learning environment. 

 Form teams of five to seven members each. Compare 
your scores. How closely do they align? Discuss and re-
solve any discrepancies. Based on your team’s analysis, 
what type of student do you think would perform best in 
this class?  

  ETHICAL DILEMMA   A Bankrupt Culture 

 Like many newspapers, the  Chicago Tribune  is in trouble. 
The 165-year-old paper was bought by real estate mogul 
Sam Zell in 2007, who promptly filed for bankruptcy. That 
didn’t surprise experts. What Zell did next did. 

 Zell hired Randy Michaels as the Tribune Company’s 
CEO. Soon after Michaels arrived, he launched an attack 
on the Tribune’s culture. In an informal meeting with a 
group of fellow Tribune executives, Michaels said, “Watch 
this” and offered the waitress $100 to show her breasts. 
The group was dumbfounded. 

 But Michaels hardly stopped there. 
 Michaels was fond of a culture that included “sexual 

innuendo, poisonous workplace banter, and profane 
invective.” One press release announced the hiring of 
Kim Johnson, who, it was said, was “a former waitress at 
‘Knockers—The Place for Hot Racks and Cold Brews.’” 
Another executive reporting to Michaels sent links to 
raunchy Web sites in e-mail messages. Michaels was heard 
loudly discussing with other executives he had brought 
with him the “sexual suitability of various employees.” 

 When some complained about the change in the cul-
ture, Michaels rewrote the employee handbook. “Working 
at Tribune means accepting that you might hear a word 
that you, personally, might not use,” the new manual 

stated. “You might experience an attitude you don’t share. 
You might hear a joke that you don’t consider funny. That 
is because a loose, fun, nonlinear atmosphere is important 
to the creative process.” It then concluded, “This should 
be understood, should not be a surprise, and not consid-
ered harassment.” 

 Eventually Michaels was forced out, but the damage 
had been done. The Tribune continues to operate in 
bankruptcy and more than 5,000 employees have lost 
their jobs. In retrospect, Zell has called his purchase “the 
deal from hell.” It appears he appointed a CEO to match 
the deal. 

  Questions 
   1.    What does this story tell you about the effect of top 

management on organizational culture?   

   2.    Denise Brown, a former member of the Tribune’s 
management, said, “If you spoke up, you were por-
trayed as a sissy.” How would you have reacted if you 
witnessed some of these behaviors?   

   3.    How can you determine when a line has been crossed 
between a fun and informal culture, and one that is 
offensive and inappropriate?    

  Sources:  D. Carr, “At Debt-Ridden Tribune, a Culture Run Amok,”  The New York Times  (October 6, 2010), 
pp. A1, A22; M. Oneal and P. Rosenthal, “Tribune Co. CEO Randy Michaels Resigns Amid Accusations of Crass 
Behavior,”  Chicago Tribune  (October 22, 2010), downloaded July 12, 2011, from  http://articles.chicagotribune
.com/ ; and P. Whoriskey, “Former Tribune, Times Mirror Executives, Editors Sue Shareholders,”  Washington 
Post  (June 2, 2011), downloaded on July 11, 2011, from   www.washingtonpost.com/ .  

  CASE INCIDENT 1   Mergers Don’t Always Lead to Culture Clashes 

 A lot of mergers lead to culture clashes and, ultimately, 
failure. So in 2005 when banking giant Bank of America 
(BOA) announced its $35 billion acquisition of credit 
card giant MBNA, many thought that in a few years this 
merger would join the heap of those done in by cultural 
 differences. 

 MBNA’s culture was characterized by a free-wheeling, 
entrepreneurial spirit that was also quite secretive. MBNA 
employees also were accustomed to the high life. Their 
corporate headquarters in Wilmington, Delaware, could 
be described as lavish, and employees throughout the 
company enjoyed high salaries and generous perks—from 

www.washingtonpost.com/
http://articles.chicagotribune.com/
http://articles.chicagotribune.com/
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the private golf course at its headquarters to its fleet of 
corporate jets and private yachts. 

 Bank of America, in contrast, grew by thrift. It was a low-
cost, no-nonsense operation. Unlike MBNA, it believed 
that size and smarts were more important than speed. 
It was an acquisition machine that some likened to  Star 
Trek ’s relentless Borg collective. 

 In short, the cultures in the two companies were very, 
very different. 

 Although these cultural differences seemed a recipe 
for disaster, it appears, judging from the reactions of BOA 
and MBNA employees, that the merger has worked. How 
can this be? 

 BOA had the foresight to know which MBNA prac-
tices to attempt to change and which to keep in place. 
Especially critical was BOA’s appreciation and respect for 
MBNA’s culture. “On Day 1, I was directed that this was 
not like the ones you are used to,” said Clifford Skelton, 
who had helped manage BOA’s acquisition of FleetBoston 
Financial before moving on to MBNA. 

 To try to manage the cultural transition, executives of 
both companies began by comparing thousands of prac-
tices covering everything from hiring to call-center opera-
tions. In many cases, BOA chose to keep MBNA’s cultural 
practices in place. In other cases, BOA did impose its will 
on MBNA. For example, because MBNA’s pay rates were 
well above market, many MBNA managers were forced to 
swallow a steep pay cut. Some MBNA employees left, but 
most remained. 

 In other cases, the cultures co-adapted. For example, 
MBNA’s dress code was much more formal than BOA’s 
business-casual approach. In the end, a hybrid code was 
adopted, where business suits were expected in the credit-
card division’s corporate offices and in front of clients, but 
business causal was the norm otherwise. 

 While most believe the merger has been successful, 
there are tensions. Some BOA managers see MBNA man-
agers as arrogant and autocratic. Some MBNA managers 
see their BOA counterparts as bureaucratic. 

 Of course, BOA made another, more recent and much 
larger acquisition: Merrill Lynch. After a rough start, 
most evidence suggests this mega-merger saved Merrill 
from bankruptcy and appears to be working well, which 
might suggest that BOA has found the secret to successful 
 mega-mergers. 

  Questions 
   1.    In what ways were the cultures of Bank of America 

and MBNA incompatible?   

   2.    Why do you think their cultures appeared to mesh 
rather than clash?   

   3.    Do you think culture is important to the success of a 
merger/acquisition? Why or why not?   

   4.    How much of the smooth transition, if any, do you 
think comes from both companies glossing over real 
differences in an effort to make the merger work?    

  Sources:  Based on E. Dash, “A Clash of Cultures, Averted,”  The New York Times  (February 20, 2007), pp. B1, 
B3; L. Moyer, “Bank of America Lewis Must Wait on His Fate,”  Forbes  (April 29, 2009),  www.forbes.com ; 
and K. MacFadyen, “From the People Who Brought You BofA,”  Mergers and Acquisitions  (October, 2009), 
pp. 38–40.  

  CASE INCIDENT 2   Did Toyota’s Culture Cause Its Problems? 

 You may be familiar with the problems that have recently 
plagued Toyota. However, you may not know the whole 
story.   First the facts. In 2010 Toyota issued a series of 
recalls for various models. The most serious was for a 
defect called “unintended acceleration,” which occurs 
when a car accelerates with no apparent input from the 
driver. Investigations revealed that unintended accelera-
tion in Toyota cars has been the cause of 37 deaths since 
2000. When the problems first surfaced, however, Toyota 
denied it was the cause. Eventually, Toyota apologized 
and recalled more than 9 million cars. 

 To many, the root cause of Toyota’s problems was its 
insular, arrogant culture.  Fortune  argued: “Like GM before 
it, Toyota has gotten smug. It believes the Toyota Way is 
the only way.”  Time  reported “a Toyota management team 

that had fallen in love with itself and become too insu-
lar to properly handle something like the current crisis.” 
Transportation Secretary Ray LaHood described Toyota’s 
culture as “safety-deaf.” 

 But is this the reality? Increasingly, evidence suggests 
that Toyota’s culture—or even the cars it produces—is not 
the source of the problem. 

 A 2011 report released by the U.S. National Highway 
Traffic Safety Administration (NHTSA) concluded that 
unintended acceleration was not caused by problems in 
the electronic circuitry.  The   Wall Street Journal  wrote that 
“safety regulators, human-error experts and auto makers 
say driver error is the primary cause of sudden accelera-
tion.”  Forbes  and  The Atlantic  commented that most of the 
incidents of sudden acceleration in Toyota cars occurred 

www.forbes.com
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with elderly drivers, and elderly drivers are known to be 
more prone to confusing pedals. Many other independent 
investigations, including ones conducted by automobile 
experts at  Popular Mechanics  and  Car and Driver , reached 
the same conclusion: the main cause of unintended accel-
eration was drivers mistaking the gas pedal for the brake 
pedal. 

 There’s a long history of misreporting on this issue. 
Audi was nearly driven into bankruptcy when  60 Minutes  
aired a report, “Out of Control,” purportedly proving that 
defects in the car were behind six fatal sudden-accelera-
tion accidents. As it turns out,  60 Minutes  paid sometime to 
tamper with the car—filling a canister of compressed air 
linked to the transmission—to cause the sudden accelera-
tion shown in the segment. Further investigations never 
uncovered evidence that defects in Audi’s cars were be-
hind the incidents. 

 Does Toyota have an insular and inbred corporate cul-
ture? Probably. But it’s been that way for a long time, and 
it’s far from clear that the culture, or even the company’s 
cars, is responsible for the sudden acceleration problems. 

  Questions 
   1.    If Toyota is not the cause of unintended acceleration, 

why was it blamed for it?   

   2.    Investigations have shown that after stories of un-
intended acceleration are publicized, report of in-
cidents increase for all automakers. Why is this the 
case?   

   3.    Is it possible to have a strong—even arrogant—
culture and still produce safe and high-quality vehicles?   

   4.    If you were the CEO of Toyota when the story was 
first publicized, how would you have reacted?    

  Sources:  A. Taylor, “How Toyota Lost Its Way,”  Fortune  (July 26, 2010), pp. 108–117; P. Allen, “Anatomy of 
Toyota’s Problem Pedal: Mechanic’s Diary,”  Popular Mechanics  (March 3, 2010), downloaded July 11, 2011 
from  www.popularmechanics.com/ ; B. Saporito, “Behind the Troubles at Toyota,”  Time  (February 11, 
2010), downloaded July 11, 2011, from  www.time.com/ ; and B. Simon, “LaHood Voices Concerns Over 
Toyota Culture,”  Financial Times  (February 24, 2010), downloaded July 11, 2011, from  www.ft.com/ .  
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  TESTING NFL QUARTERBACKS 

I  t’s often said that the entire human resources function in organizations 

is meant to fix mistakes made at the time of hiring. There is an element 

of truth in that, but it’s also true that making accurate hiring decisions is 

itself the most important aspect of human resources. And perhaps no aspect 

of selection is more interesting or surprising than this: a 12-minute paper-and-

pencil test may well be the single best method for selecting employees in most 

occupations, including, perhaps, National Football League (NFL) quarterbacks. 

 We’re talking about the Wonderlic Cognitive Ability Test, one of the most 

extensively validated tests ever. (We first discussed it in  Chapter   2   .) The 

Wonderlic has been applied to hundreds of occupations, but nowhere is its 

use more intriguing than in the NFL. As NFL fans know, prior to the football 

draft every year, potential draftees go through a “combine” where their skills 

are tested: they run, they bench-press, they scrimmage—and they also take 

the Wonderlic. Although players and members of the media often express 

skepticism about the validity of the test, evidence suggests it works. 

 Scores range from 0 to 50. The average chemist scores 31, compared to 

26 for a journalist, 22 for a bank teller, and 15 for a warehouse worker. Among 

football players, scores vary by position. Offensive linemen and quarterbacks 

generally have much higher scores than running backs, cornerbacks, or mid-

dle linebackers. 

 Here’s a select sample of how some NFL quarterbacks scored on the 

Wonderlic (scores for others like Matt Cassel, Troy Smith, and Jon Kitna were 

unavailable): 

30 and higher (very intelligent)     Ryan Fitzpatrick: 48, Alex Smith: 40, Eli 

Manning: 39, Matthew Stafford: 38, Tony Romo: 37, Sam Bradford: 36, 

Aaron Rodgers: 35, Christian Ponder: 35, Tom Brady: 33, Matt Ryan: 32, 

Brian Brohm: 32, Matt Schaub: 30, Philip Rivers: 30  

25–29 (intelligent)     Matt Hasselbeck: 29, Marc Bulger: 29, Peyton Manning: 

28, Drew Brees: 28, Mark Sanchez: 28, Joe Flacco: 27, Jason Campbell: 27, 

Josh Freeman: 27, Jay Cutler: 26, Carson Palmer: 26, Kyle Orton: 26, Colt 

McCoy: 25, Shaun Hill: 25, Ben Roethlisberger: 25  

20–24 (above average)     Jimmy Clausen: 23, Chad Henne: 22, Brett Favre: 22, 

Tim Tebow: 22, Cam Newton: 21, Michael Vick: 20, Jake Locker: 20  

Less than 20 (average to below average)     Derek Anderson: 19, Bruce 

Gradkowski: 19, Vince Young: 16, Donovan McNabb: 16, David Garrard: 

14, Seneca Wallace: 12   

 It’s clear NFL quarterbacks are smart—most score well above average rel-

ative to the U.S. population (the population average is 19). But do differences 

among the quarterbacks predict success? It’s not clear. In the past several 

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

1    Define  initial selection,  
and identify the most 
useful methods.  

2    Define  substantive selection,  
and identify the most 
useful methods.  

3    Define  contingent selection,  
and contrast the arguments 
for and against drug testing.  

  4    Compare the four main 
types of training.  

  5    Contrast formal and 
informal training methods.  

  6    Contrast on-the-job and 
off-the-job training.  

  7    Describe the purposes of 
performance evaluation, 
and list the methods by 
which it can be done.  

  8    Show how managers can 
improve performance 
evaluations.  

  9    Describe how organizations 
can manage work–family 
conflicts.       

 Access a host of interactive 
learning aids to help strengthen 
your understanding of the 
chapter concepts at 
www.mymanagementlab.com.  

  MyManagementLab 
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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


554 CHAPTER 17 Human Resource Policies and Practices

  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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       Distribution of Grades at American Colleges and Universities as a Function of Time   Exhibit 17-3 

 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
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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.    

 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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