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Talk About It
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classroom.

Assisted Graded Writing Questions

These are short essay questions that the students can complete as an assignment
and submit to you the professor for grading.

Chapter Quiz

These are review questions that can be assigned to students to answer upon
completion of the chapter, this gradeable activity allows you the professor to see
if the students have comprehended the chapter’s content.
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LEARNING OBJECTIVES
After studying this chapter, you should be able to:

1-1 Demonstrate the importance of interpersonal skills 1-5 Demonstrate why few absolutes apply to OB.

in the workplace. ) o
1-6 Identify managers’ challenges and opportunities in

1-2 Define organizational behavior (OB). applying OB concepts.
1-3 Show the value to OB of systematic study. 1-7 Compare the three levels of analysis in this text’s
OB model.

1-4 Identify the major behavioral science disciplines
that contribute to OB.

®
M)’Managementl—ab If your professor has chosen to assign this, go to the Assignments section of
¢y Chapter Warm Up mymanagementlab.com to complete the chapter warm up.

WALL STREET WARRIORS

rad Katsuyama had never set foot on Wall Street until his employer,
Bthe Royal Bank of Canada (RBC), sent him to New York from Toronto.
At 23 years old, he felt unprepared to help put RBC “on the map” of
Wall Street investors and had a difficult time applying RBC’s
slogan of friendliness—*“RBC nice”—to the new environment.
Remarking on his early experience, Katsuyama said, “I met
more offensive people in a year than | had in my entire life.”

Stock trading is done electronically, so at first Katsuyama
could surround himself with fellow RBC employees in his own
offices and thus avoid the harsh Wall Street personalities.
That all changed in 2006, when RBC acquired U.S. electronic-
trading firm Carlin Financial, and Katsuyama was required to
work with them. Carlin’s culture was the extreme opposite of
RBC nice. Its CEO, Jeremy Frommer, summed it up when he
said, “It’s not just enough to fly in first class; | have to know
my friends are flying in coach.”

Worse than the culture clash between RBC and Carlin was
the shocking lack of technical acumen in both companies.
RBC didn’t know much about electronic trading, and Katsuyama found that,
surprisingly, Carlin didn’t either. Problems began to arise soon after the
merger: every time Katsuyama tried to complete a trade, the offers would
vanish off his screen. At first, he assumed it was a problem with Carlin’s

systems, but gradually he learned that many Wall Street investors were


www.mymanagementlab.com
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experiencing the same problem. “l now see that it isn’t just me,” Katsuyama
said. “My frustration is the market’s frustration. And | was like, ‘Whoa, this
is serious.’””

Katsuyama knew help would not come from Carlin—its people didn’t
have the knowledge. Now RBC’s newly appointed head of electronic trading,
he did what he’d done before—he surrounded himself with people who were
“RBC nice,” and smart. He formed a team to figure out why the electronic
trading system worked lucratively for some traders and miserably for others.
The team learned that the more stock exchanges used it to place orders, the
fewer orders were filled due to the “vanishing market.” Why? Technologist
Rob Park found it all came down to milliseconds. One millisecond can equal
500 quote changes and about 150 trades, but only for companies that have
fantastic physical network connections. Programmer Allen Zhang confirmed
the diagnosis by writing a program that delayed the transmissions of orders
through the faster exchanges so the orders to all exchanges arrived at the
same time.

Katsuyama concluded, “There’s no way I'm the first guy to have figured
this out. So what happened to everyone else?” The answer: Any firm that
figured out the timing discrepancy was keeping it secret and profiting from it.
Katsuyama couldn’t stand the injustice. He and his team went on the hunt
for the profiteers and found profound moral apathy among them—those
who profited would not seek change, no matter how corrupt and sinister the
game became.

Katsuyama told his wife, “I think there’s only a few people in the world
who can do anything about this. If | don’t do something right now—me, Brad
Katsuyama—there’s no one to call.” He quit his job and, with fellow war-
riors Park and trading strategist Ronan Ryan, created a new independent
exchange to protect investors from Wall Street’s predators. The result was
their new company IEX, the Investors Exchange, and in December 2013, its
rate of exchange was greater than that of AMEX. It has now surpassed four
of the 13 U.S. exchanges—the NYSE MKT, the Chicago Stock Exchange,
the National Stock Exchange, and the CBOE Stock Exchange. Katsuyama
and his band of warriors are now seeking reform measures for all stock
exchanges.

Sources: H. Lash, “Trading Venue IEX Urges Reform of Stock Exchange Governance,”
Reuters (December 11, 2014), http://www.reuters.com/article/2014/12/11/markets-
iex-governance-idUSLINOTV1XK20141211; M. Lewis, “The Wolf Hunters of Wall Street,”
The New York Times Magazine (March 31, 2014), http://www.nytimes.com/2014/04/06/
magazine/flash-boys-michael-lewis.html?emc=etal; and E. Picardo, “How IEX Is Combating
Predatory Types of High-Frequency Traders,” Forbes (April 23, 2014), http://www.forbes
.com/sites/investopedia/2014/04/23/how-iex-is-combating-predatory-types-of-high-
frequency-traders/.
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1 i 1 Demonstrate the
importance of interpersonal

skills in the workplace.

IBM Chief Executive Virginia Rometty
has the interpersonal skills

required to succeed in management.
Communication and leadership
skills distinguish managers such as
Rometty, who rise to the top of their
profession. Shown here at a meeting
in Beijing, Rometty is an innovative
leader capable of driving IBM’s
entrepreneurial culture.

Source: Li Tao/Xinhua Press/Corbis
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he details of this story are at once disheartening and inspiring, reflecting

the increasing complexity of organizational life. They also highlight several
issues of interest to those of us seeking to understand organizational behavior,
including motivation, ethics, emotions, personality, and culture. Throughout
this text, you’ll learn how we can systematically study all these elements.

The Importance of Interpersonal Skills

Until the late 1980s, business school curricula emphasized the technical aspects
of management, focusing on economics, accounting, finance, and quantitative
techniques. Course work in human behavior and people skills received relatively
less attention. Since then, however, business schools have realized the signifi-
cant role interpersonal skills play in determining a manager’s effectiveness. In
fact, a survey of over 2,100 CFOs across 20 industries indicated that a lack of
interpersonal skills is the top reason why some employees fail to advance.!
Incorporating OB principles into the workplace can yield many important
organizational outcomes. For one, companies known as good places to work—
such as Genentech, the Boston Consulting Group, Qualcomm, McKinsey &
Company, Procter & Gamble, Facebook, and Southwest Airlines>—have been
found to generate superior financial performance.? Second, developing manag-
ers’ interpersonal skills helps organizations attract and keep high-performing
employees, which is important since outstanding employees are always in short
supply and are costly to replace. Third, there are strong associations between
the quality of workplace relationships and employee job satisfaction, stress,
and turnover. One very large survey of hundreds of workplaces and more than
200,000 respondents showed that social relationships among coworkers and
supervisors were strongly related to overall job satisfaction. Positive social rela-
tionships also were associated with lower stress at work and lower intentions
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Define organizational
behavior (0OB).

1-2

manager An individual who achieves goals
through other people.

organization A consciously coordinated
social unit, composed of two or more people,
that functions on a relatively continuous basis
to achieve a common goal or set of goals.

planning A process that includes defining
goals, establishing strategy, and developing
plans to coordinate activities.

organizing Determining what tasks are to
be done, who is to do them, how the tasks
are to be grouped, who reports to whom, and
where decisions are to be made.

leading A function that includes motivat-
ing employees, directing others, selecting the
most effective communication channels, and
resolving conflicts.

controlling Monitoring activities to ensure
they are being accomplished as planned and
correcting any significant deviations.

to quit.* Further research indicates that employees who relate to their manag-
ers with supportive dialogue and proactivity find that their ideas are endorsed
more often, which improves workplace satisfaction.® Fourth, increasing the OB
element in organizations can foster social responsibility awareness. Accordingly,
universities have begun to incorporate social entrepreneurship education into
their curriculum in order to train future leaders to address social issues within
their organizations.® This is especially important because there is a growing
need for understanding the means and outcomes of corporate social responsi-
bility, known as CSR.”

We understand that in today’s competitive and demanding workplace,
managers can’t succeed on their technical skills alone. They also have to exhibit
good people skills. This text has been written to help both managers and
potential managers develop those people skills with the knowledge that under-
standing human behavior provides.

& TRY IT!
If your professor has assigned this, go to the Assignments section of mymanagementlab.com
to complete the Simulation: What Is Management?

Management and Organizational Behavior

Let’s begin by briefly defining the terms manager and organization. First, the
defining characteristic of managers is that they get things done through other
people. They make decisions, allocate resources, and direct the activities of oth-
ers to attain goals. Managers are sometimes called administrators, especially in
not-for-profit organizations. They do their work in an organization, which is a
consciously coordinated social unit, composed of two or more people, that func-
tions on a relatively continuous basis to achieve a common goal or set of goals.
By this definition, manufacturing and service firms are organizations, and so are
schools, hospitals, churches, military units, nonprofits, police departments, and
local, state, and federal government agencies.

More than ever, a manager is someone placed into the position without man-
agement training or informed experience. According to a large-scale survey, more
than 58 percent of managers reported they had not received any training and
25 percent admitted they were not ready to lead others when they were given the
role.® Added to that challenge, the demands of the job have increased: the average
manager has seven direct reports (five was once the norm), and has less manage-
ment time to spend with them than before.” Considering that a Gallup poll found
organizations chose the wrong candidate for management positions 82 percent
of the time,'” we conclude that the more you can learn about people and how to
manage them, the better prepared you will be to be that right candidate. OB will
help you get there. Let’s start with identifying the manager’s primary activities.

The work of managers can be condensed to four activities: planning, organiz-
ing, leading, and controlling. The planning function encompasses defining an
organization’s goals, establishing an overall strategy for achieving those goals,
and developing a comprehensive set of plans to integrate and coordinate activi-
ties. Evidence indicates the need for planning increases the most as managers
move from lower-level to mid-level management.

When managers engage in designing their work unit’s structure, they are
organizing. The organizing function includes determining what tasks are to be
done, who is to do them, how the tasks are to be grouped, who reports to whom,
and where decisions are to be made.
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Every organization contains people, and it is management’s job to direct
and coordinate those people. This is the leading function. When managers
motivate employees, direct their activities, select the most effective communica-
tion channels, or resolve conflicts, they’re engaging in leading.

To ensure things are going as they should, management must monitor the
organization’s performance and compare it with previously set goals. If there
are any significant deviations, it is management’s job to get the organization
back on track. This monitoring, comparing, and potential correcting is the
controlling function.

Management Roles

Henry Mintzberg, now a prominent management scholar, undertook a careful
study of executives to determine what they did on their jobs early in his career.
On the basis of his observations, Mintzberg concluded that managers perform
10 different, highly interrelated roles, or sets of behaviors, and serve a critical
function in organizations.'? As shown in Exhibit 1-1, these 10 roles are primar-
ily (1) interpersonal, (2) informational, or (3) decisional. Although much has
changed in the world of work since Mintzberg developed this model, research
indicates the roles have changed very little.'?

Interpersonal Roles All managers are required to perform duties that are
ceremonial and symbolic in nature. For instance, when the president of a
college hands out diplomas at commencement or a factory supervisor gives a
group of high school students a tour of the plant, they are acting in a figure-
head role. Another key interpersonal role all managers have is a leadership role.

54 RINIBES B Minztberg’s Managerial Roles

Role Description

Interpersonal

Figurehead Symbolic head; required to perform a number of routine duties
of a legal or social nature

Leader Responsible for the motivation and direction of employees

Liaison Maintains a network of outside contacts who provide favors

and information

Informational

Monitor Receives a wide variety of information; serves as nerve center
of internal and external information of the organization

Disseminator Transmits information received from outsiders or from other
employees to members of the organization

Spokesperson Transmits information to outsiders on organization’s plans,
policies, actions, and results; serves as expert on organization’s
industry

Decisional

Entrepreneur Searches organization and its environment for opportunities
and initiates projects to bring about change

Disturbance handler Responsible for corrective action when organization faces
important, unexpected disturbances

Resource allocator Makes or approves significant organizational decisions

Negotiator Responsible for representing the organization at major
negotiations

S )

Source: Mintzberg, Henry, The Nature of Managerial Work, 1st Ed., © 1973, pp. 92-93. Reprinted and Electronically reproduced
by permission of Pearson Education, Inc., New York, NY.
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technical skills The ability to apply
specialized knowledge or expertise.

human skills The ability to work with,
understand, and motivate other people, both
individually and in groups.

conceptual skills The mental ability to
analyze and diagnose complex situations.

This role includes hiring, training, motivating, and disciplining employees. The
third role within the interpersonal grouping is the liaison role, or contacting
and fostering relationships with others who provide valuable information. The
sales manager who obtains information from the quality-control manager in his
own company has an internal liaison relationship. When that sales manager has
contact with other sales executives through a marketing trade association, he
has external liaison relationships.

Informational Roles All managers, to some degree, collect information from
outside organizations and institutions, typically by scanning the news media and
talking with other people to learn of changes in the public’s tastes, what com-
petitors may be planning, and the like. Mintzberg called this the monitor role.
Managers also act as a conduit to transmit information to organizational mem-
bers. This is the disseminator role. In addition, managers perform a spokesperson
role when they represent the organization to outsiders.

Decisional Roles Mintzberg identified four roles that require making choices.
In the entrepreneur role, managers initiate and oversee new projects that will
improve their organization’s performance. As disturbance handlers, managers
take corrective action in response to unforeseen problems. As resource allocators,
managers are responsible for allocating human, physical, and monetary resources.
Finally, managers perform a negotiator role, in which they discuss issues and bar-
gain with other units (internal or external) to gain advantages for their own unit.

Management Skills

Still another way of considering what managers do is to look at the skills or
competencies they need to achieve their goals. Researchers have identified a
number of skills that differentiate effective from ineffective managers.'* Each
of these skills is important, and all are needed to become a well-rounded and
effective manager.

Technical Skills Technical skills encompass the ability to apply specialized
knowledge or expertise. When you think of the skills of professionals such as
civil engineers or oral surgeons, you typically focus on the technical skills they
have learned through extensive formal education. Of course, professionals
don’t have a monopoly on technical skills, and not all technical skills have to
be learned in schools or other formal training programs. All jobs require some
specialized expertise, and many people develop their technical skills on the job.

Human Skills The ability to understand, communicate with, motivate, and sup-
port other people, both individually and in groups, defines human skills. Many
people may be technically proficient but poor listeners, unable to understand
the needs of others, or weak at managing conflicts. Because managers get things
done through other people, they must have good human skills.

Conceptual Skills Managers must have the mental ability to analyze and diag-
nose complex situations. These tasks require conceptual skills. Decision mak-
ing, for instance, requires managers to identify problems, develop alternative
solutions to correct those problems, evaluate those alternative solutions, and
select the best one. After they have selected a course of action, managers must
be able to organize a plan of action and then execute it. The ability to integrate
new ideas with existing processes and innovate on the job are also crucial con-
ceptual skills for today’s managers.
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Effective versus Successful Managerial Activities

Fred Luthans and his associates looked at what managers do from a somewhat
different perspective.'® They asked, “Do managers who move up most quickly in
an organization do the same activities and with the same emphasis as managers
who do the best job?” You might think the answer is yes, but that’s not always
the case.

Luthans and his associates studied more than 450 managers. All engaged in
four managerial activities:

1. Traditional management. Decision making, planning, and controlling.

2. Communication. Exchanging routine information and processing
paperwork.

3. Human resource management. Motivating, disciplining, managing
conflict, staffing, and training.

4. Networking. Socializing, politicking, and interacting with outsiders.

The “average” manager spent 32 percent of his or her time in traditional
management activities, 29 percent communicating, 20 percent in human
resource management activities, and 19 percent networking. However, the time
and effort different individual managers spent on those activities varied a great
deal. As shown in Exhibit 1-2, among managers who were successful (defined
in terms of speed of promotion within their organization), networking made
the largest relative contribution to success, and human resource management
activities made the least relative contribution. Among effectivemanagers (defined
in terms of quantity and quality of their performance and the satisfaction and
commitment of employees), communication made the largest relative contribu-
tion and networking the least. Other studies in Australia, Israel, Italy, Japan, and
the United States confirm the link between networking, social relationships,
and success within an organization.'® The connection between communica-
tion and effective managers is also clear. Managers who explain their decisions
and seek information from colleagues and emplo;/ees—even if the information
turns out to be negative—are the most effective.!

This research offers important insights. Successful (in terms of promotion)
managers give almost the opposite emphases to traditional management,
communication, human resource management, and networking as do effective

15 4l EYIN  Allocation of Activities by Time

Average Successful Effective
managers managers managers

13%

19%

'| 1%

48% 26%

11%

Traditional management 8 Communication
~ Human resource management ~ Networking
- J

Source: Based on F. Luthans, R. M. Hodgetts, and S. A. Rosenkrantz, Real Managers (Cambridge, MA: Ballinger, 1988).






