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Welcome to the dynamic world of organizational behavior! Knowledge is replacing infra-
structure. Social media and virtual teams are transforming the way employees interact and 
accomplish organizational objectives. Values and self-leadership are replacing command-
and-control management. Companies are looking for employees with emotional intelli-
gence and team competencies, not just technical smarts. 

Organizational Behavior, Seventh Edition, is written in the context of these emerging 
workplace realities. This edition explains how emotions are the foundation of employee 
motivation, attitudes, and decisions; how social networks generate power and shape com-
munication patterns; how self-concept influences individual behavior, team cohesion, and 
leadership; and how adopting a global mindset has become an important employee charac-
teristic in this increasingly interconnected world. This book also presents the reality that 
organizational behavior is not just for managers; it is relevant and valuable to anyone who 
works in and around organizations.

Linking Theory With Reality
Every chapter of Organizational Behavior is filled with examples to make OB knowledge 
more meaningful and reflect the relevance and excitement of this field. These stories about 
real people and organizations translate academic theories into relevant knowledge and real- 
life applications. For example, we describe how Hilcorp Energy Company has become one 
of the most successful oil and gas companies in the United States through job design and 
organization-level rewards; how JCPenney’s sales dropped by one-third after its incoming 
CEO and fellow executives made a series of decision blunders; how Michigan software 
company Menlo Innovations has an intensive team-based “pair programming” work ar-
rangement; how Telstra CEO David Thodey orchestrated a remarkable turnaround of the 
Australian telecommunications giant; how Deloitte Touche Tohmatsu employees are mo-
tivated through innovative game-based positive reinforcement to document client visits 
and attend online courses; and how online shoe retailer Zappos thrives on a strong corpo-
rate culture.

These real-life stories appear in many forms. Every chapter is filled with photo captions 
and in-text anecdotes about work life. Lengthier examples appear in Global Connections 
features, which “connect” OB concepts with real organizational incidents and situations. 
Case studies in each chapter also connect OB concepts to the emerging workplace realities. 
These stories provide representation across the United States and around the planet, cover-
ing a wide range of industries—from software to government, and from small businesses to 
the largest global organizations.

Global Focus
From its first edition, this book has been crafted around the reality that we live in a world of 
increasing globalization. The Seventh Edition continues this global focus by introducing the 
theme in the first chapter and by discussing global and cross-cultural issues in many other 
chapters. Furthermore, every chapter includes truly global examples, not just how American 
companies operate in other parts of the world. Some examples include how Tencent founder 
and CEO “Pony” Ma Huateng relies on transformational leadership rather than charisma to 
lead China’s social media revolution; how the MARS model of individual behavior helps 
Iceland Foods Group in the United Kingdom create a high-performing workforce; how 
Brasilata in Sao Paulo, Brazil, succeeds through employee involvement and creativity; how 
the CEO of Alcoa Russia fended off corruption by emphasizing the company’s values; and 
how DHL Express in Africa succeeds through high employee engagement.

preface
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Preface xvii

Contemporary Theory Foundation
Organizational Behavior has a solid foundation in contemporary and classic research and 
writing, as reflected in the references. Each chapter is based on dozens of articles, books, and 
other sources. The most recent literature receives thorough coverage, resulting in what we 
believe is the most up-to-date organizational behavior textbook available. The topics in this 
book reflect our strong belief that organizational behavior is multi-disciplinary, not aligned 
mainly with one social science field. This book’s references also reveal that we reach out to 
marketing, information management, human resource management, and other business dis-
ciplines for new ideas. Our approach is also to focus information that readers value, namely 
OB knowledge and practices. Consequently, with a few classic exceptions, we avoid writing 
a “who’s who” book; most scholars are named in the references, not in the main text.

One of the driving forces for writing Organizational Behavior is to provide a faster con-
duit for emerging OB knowledge to reach students, practitioners, and fellow scholars. To its 
credit, this is apparently the first major OB book to discuss the full self-concept model (not 
just core self-evaluation), workplace emotions, social identity theory, global mindset, four-
drive theory, specific elements of social networks, appreciative inquiry, affective events the-
ory (but without the jargon), somatic marker theory (also without the jargon), virtual teams, 
mindfulness in ethical behavior, Schwartz’s values model, employee engagement, learning 
orientation, workaholism, and several other groundbreaking topics. This edition continues 
this leadership by introducing the latest knowledge on predictors of moral intensity, distin-
guishing the two main types of matrix organizational structure, the degrees of virtuality 
(ranging from in-situ to virtual teams), task interdependence as a contingency in the team 
cohesion-performance relationship, communicator characteristics that influence coding and 
decoding, and the social characteristics of job design.

Organizational Behavior Knowledge 
for Everyone
Another distinctive feature of Organizational Behavior is that it is written for everyone in 
organizations, not just managers. The philosophy of this book is that everyone who works in 
and around organizations needs to understand and make use of organizational behavior 
knowledge. People throughout the organization—systems analysts, production employees, 
accounting professionals—are taking on more responsibilities as companies remove layers of 
management and give the rest of us more autonomy and accountability for our work out-
comes. This book helps everyone to make sense of organizational behavior, and provides the 
conceptual tools to work more effectively in the workplace.

Active Learning and Critical Thinking Support 
We teach organizational behavior, so we understand how important it is to use a textbook that 
offers deep support for active learning and critical thinking. Business school accreditation asso-
ciations also emphasize the importance of the learning experience, which further reinforces our 
attention on classroom activities. This Seventh Edition includes almost three dozen case stud-
ies in various forms and levels of complexity, as well as four dozen self-assessments, most of 
which have been empirically tested and validated. This book is also a rich resource for in-class 
activities, some of which are not available in other organizational behavior books, such as the 
Employee Involvement Cases, Deciphering the (Social) Network, Test Your Knowledge of 
Personality, Mist Ridge, and the Cross-Cultural Communication Game.
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xviii Preface

Changes to the Seventh Edition
In response to reviews by dozens of organizational behavior instructors and researchers in 
several countries, there are numerous improvements throughout the book. Chapter 8 
(teams) and Chapter 12 (leadership) have been significantly revised, and almost every other 
chapter has noticeable updates and revisions. Along with dozens of conceptual improve-
ments, this edition has substantially revised the examples. All chapter-opening case studies 
are new or revised. Most captioned photos and Global Connections features are new or 
updated. We have also added more than 100 new in-text examples. Here are the main con-
ceptual improvements in Organizational Behavior, Seventh Edition:

• Chapter 1: Introduction to the Field of Organizational Behavior—This opening chap-
ter received considerable revision in the previous edition, so this edition has relatively 
minor refinements and updates, notably regarding the four perspectives of 
 organizational effectiveness.

• Chapter 2: Individual Behavior, Personality, and Values—This edition updates several 
topics in this chapter, including new information about organizational citizenship 
behaviors, elements of task performance, the importance of role clarity, predictors 
of moral intensity, and mindfulness in ethical behavior. The sections on personality 
and personal values have also been further refined in several places.

• Chapter 3: Perceiving Ourselves and Others in Organizations—This book was appar-
ently the first to discuss the full model of self-concept and its relevance to organiza-
tional behavior. This edition further refines this important topic, including a new 
exhibit that illustrates the full set of self-concept characteristics and processes. 
Other improvements to this chapter are found in the topics on attribution rules, 
fundamental attribution error, and improving perceptions through meaningful 
interaction.

• Chapter 4: Workplace Emotions, Attitudes, and Stress—This was the first OB book to 
discuss theories of emotion (i.e., affective events theory, somatic marker hypothesis, 
and affect infusion model) and to integrate those concepts with attitudes, motivation, 
decision making, and other topics. This edition continues this tradition by updating 
information on types of emotions, the relationship between emotions and attitudes, 
and emotional labor. The topics of cognitive dissonance and emotional intelligence 
outcomes and training have also been updated.

• Chapter 5: Foundations of Employee Motivation—This chapter has relatively minor 
updating, including some rewriting on employee drives and Maslow’s needs hierarchy.

• Chapter 6: Applied Performance Practices—This edition introduces recent job design 
knowledge about the social characteristics of jobs as well as the predictability or 
information processing demands of jobs.

• Chapter 7: Decision Making and Creativity—The most noticeable change in this 
chapter is that the topic of escalation of commitment is significantly rewritten and 
updated. You will also find minor rewriting and updating on subjective expected 
utility, problems with problem identification, and a few other topics.

• Chapter 8: Team Dynamics—This chapter has been substantially revised and updated. 
The types of teams are now discussed around the emerging taxonomy of team 
permanence, skill differentiation, and authority differentiation. The team decision-
making section has been substantially rewritten, including the addition of brainwriting 
as a team structure to improve creative decisions in teams. The team environment 
topic has been rewritten to distinguish environmental resources from drivers of 
change within teams. The task characteristics discussion now points out the tension 
between task complexity and task ambiguity. The virtual teams topic incorporates 
the emerging concept of virtuality. The chapter now outlines two key contingencies 
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Preface xix

(task interdependence and team norms) in the team cohesion-performance relation-
ship. The outdated “groupthink” concept has been replaced with overconfidence as a 
team decision-making constraint. The topics of team diversity and team development 
processes (team identities and mental models) have also been revised.

• Chapter 9: Communicating in Teams and Organizations—Along with almost 
complete replacement or updating of examples throughout this chapter, this edition 
refines and updates the topic of effective coding and decoding. There is also minor 
rewriting on the topics of direct communication with top management and work-
place communication through social media.

• Chapter 10: Power and Influence in the Workplace—The previous edition substantially 
revised this chapter (particularly on social networks), whereas this edition has 
relatively minor changes. In particular, the topics of impression management and 
ingratiation as well as minimizing organizational politics have been rewritten.

• Chapter 11: Conflict and Negotiation in the Workplace—This chapter has minor 
changes and updated content, particularly on task conflict, emotional stability as a fac-
tor that minimizes the link with relationship conflict, and conflict avoidance strategies.

• Chapter 12: Leadership in Organizational Settings—This chapter has been completely 
reorganized and substantially rewritten. Transformational leadership is widely con-
sidered the core perspective on this subject, so we now begin the chapter with the 
transformational leadership perspective (after the chapter introduction, which also 
describes shared leadership). The transformational leadership perspective also now 
includes “encourage experimentation” as one of its four elements. The second per-
spective, managerial leadership, is described and contrasted with transformational 
leadership. The managerial leadership perspective incorporates earlier behavioral 
leadership concepts, contemporary contingency leadership theories, and servant 
leadership. The other two leadership perspectives—implicit leadership and leader-
ship competencies—have minor updates from the previous edition.

• Chapter 13: Designing Organizational Structures—This chapter revises and updates 
the matrix structure topic, including the two main forms of this structure (divisional-
based and project-based), and specific problems with matrix structures. Other parts 
of this chapter, such as organic structures, received more subtle updating and revision.

• Chapter 14: Organizational Culture—The section on changing and strengthening 
organizational culture has been revised, particularly with the addition of supporting 
workforce stability and communication. The issue of espoused versus enacted values 
is more clearly highlighted.

• Chapter 15: Organizational Change—This edition streamlines the discussion on 
resistance to change and updates the discussion of why employees resist change. 
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DEBATING POINTS

Debating Point boxes help students to think critically and 
to recognize that even seemingly obvious ideas have logical 
counterarguments. Debating Points also raise the bar by 
 focusing on topics that are central to the world of work.

debating point
IS THERE ENOUGH EVIDENCE TO SUPPORT EVIDENCE-BASED MANAGEMENT?

One of the core anchors of organizational behavior is that 
knowledge must be built on a solid foundation of scientifically 
based research. This evidence-based management (EBM) 
approach particularly embraces scientific methods—relevant 
measures, appropriate sampling, systematic experimental de-
sign, and the like—because they produce more valid theories to 
guide management decisions. Scholars also advise managers to 
become more aware of these well-studied cause-effect princi-
ples, and to use diagnostic tools (such as surveys and check-
lists) to effectively apply those principles in the workplace. 
Invariably, supporters of the evidence-based management 
movement contrast this systematic approach with reliance on 
management fads, hyped consulting, or untested personal men-
tal models.
 It seems obvious that we should rely on good evidence rather 
than bad evidence (or no evidence at all) to make sound decisions 
in the workplace. Yet there is another side to this debate.92 The 
question isn’t whether good evidence is valuable; it is about the 
meaning of “good evidence.” One concern is that scholars might 
be advocating an interpretation of good evidence that is far too 
narrow. They typically limit evidence to empirical research and 
consider qualitative information “anecdotal.” Albert Einstein tried 
to avoid this questionable view by keeping the following message 
framed on his wall: “Not everything that can be counted counts, 
and not everything that counts can be counted.”

 Another concern is that managers don’t view organizational 
research as particularly relevant to the issues they face.93 This 
partly occurs because academic journals usually set very high 
standards for studies, requiring uncontaminated, quantifiable 
measures in environments that control for other factors. But 
managers do not operate in such pristine conditions. Their 
world is much more complex, with more obscure indicators of 
key variables. One indicator of this research–practice gap is 
that most organizational studies are correlational, whereas 
managers typically require knowledge of behavioral interven-
tions. Only about 2 percent of organizational studies are real-world 
interventions.94

 A third critique of the EBM movement is that the systematic 
elements of organizational research studies (e.g., sample size, 
measurement reliability, advanced data analysis methods) 
sometimes mask other potentially serious faults. Cross-cultural 
studies, for example, often use college student samples to rep-
resent an entire culture. Lab studies with students assume they 
replicate workplace conditions, without considering substan-
tial differences in skills and team dynamics between the two 
settings. Indeed, some meta-analyses report substantially dif-
ferent results of studies using students versus employees. Fi-
nally, even if the published research is valid, it is usually biased 
because studies with nonsignificant results are much less 
likely to be published.
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REAL-WORLD 
EXAMPLES 
BRING OB TO LIFE

Every chapter is filled with examples 
to make OB knowledge more 
meaningful and reflect the relevance 
and excitement of this field. Opening 
vignettes set the stage; captioned 
photos depict OB concepts; and 
Global Connections features present 
more detailed vignettes.

Working with High Power Distance 
in China97

As the only Westerner in a 50-employee start-up winery in 
China, Emilie Bourgois soon noticed that Chinese managers 
seemed to use their power more directly than did European 
or American bosses. “I was surprised to see that taking the 
initiative most of the time was seen as rude and as a failure to 
respect the executives’ authority,” says Bourgois, a public rela-
tions professional from Bordeaux, France. “At work, everyone 
had to perform well in their own tasks, but permission was 
required for anything other than what was expected.”
 This high power distance was also apparent in how Chi-
nese managers interacted with staff. “Western-style bosses 
tend to develop a closer relationship with employees,” Bour-
gois suggests. “The hierarchy is much more clearly divided in 
Chinese-dominant companies than it is in foreign ones.”
 Bourgois worked well with her colleagues at the Chinese 
winery, but she acknowledges that “beyond that, there is still 
an important cultural gap.” She is now employed in the Beijing 
office of executive recruitment firm Antal International, where 
cultural differences seem to be less pronounced because the 
company has team building events to improve bonding and 
mutual understanding.

global connections 2.1

Emilie Bourgois, second from right with coworkers at Antal 
International in Beijing, discovered in an earlier job that 
Chinese-dominant companies have higher power distance 
compared with most Western firms.
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SELF-ASSESSMENT

HOW MUCH DOES WORK DEFINE YOUR SELF-CONCEPT?
Work is an important part of our lives, but some people 
view it as secondary to other life interests, whereas others 
view work as central to their identity as individuals. The 
following scale estimates the extent to which you view 
work as a central or not-so-central life interest. Read each 
of the statements below and decide how accurate each one 
is in describing your focus in life. Then, use the scoring key 

Work Centrality Scale

PLEASE INDICATE THE EXTENT TO WHICH 
YOU AGREE OR DISAGREE WITH EACH 
STATEMENT BELOW IN DESCRIBING  STRONGLY MODERATELY SLIGHTLY SLIGHTLY MODERATELY STRONGLY
YOUR FOCUS IN LIFE. DISAGREE DISAGREE DISAGREE AGREE AGREE AGREE

Source: R. N. Kanungo, Work Alienation: An Integrative Approach (New York: Praeger, 1982).

in Appendix B at the end of this book to calculate your 
results. Remember that there are no right or wrong answers 
to these questions. Also, this self-assessment should be 
completed alone so that you can rate yourself honestly 
without concerns of social comparison. Class discussion 
will focus on the meaning of this scale and its relevance to 
self-concept and perceptions.

 1.  The most important things that  
     happen in life involve work.

 2.  Work is something people should  
     get involved in most of the time.

 3.  Work should be only a small  
     part of one’s life.

 4.  Work should be considered  
     central to life.

 5.  In my view, an individual’s personal  
     life goals should be work-oriented.

 6.  Life is worth living only when  
     people get absorbed in work.
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SELF-ASSESSMENTS

Self-assessments are an important 
and engaging part of the active 
learning process. This edition 
 features self-assessments in every 
chapter, including new scales such 
as proactive personality,  romance 
of leadership, work  centrality, 
sensing-intuitive type, and learning 
goal orientation. Most self-
assessments are also available 
online in Connect.
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Organizational Behavior, Seventh Edition, includes a variety of supplemental materials to help 

instructors prepare and present the material in this textbook more effectively.

student and instructor support materials

Online Learning Center 
(www.mhhe.com/mcshane7e)

The Online Learning Center provides instructors with the following teaching tools.

INSTRUCTOR’S MANUAL

This is one of the few textbooks for which the authors write the Instructor’s Manual, ensuring 
that the instructor materials represent the textbook’s content and support instructor needs. 
Each chapter includes the learning objectives, glossary of key terms, a chapter synopsis, com-
plete lecture outline with thumbnail images of corresponding PowerPoint slides, and suggested 
answers to the end-of-chapter discussion questions. Also included are teaching notes for the 
chapter case(s), team exercises, and self-assessments. The Instructor’s Manual also provides 
complete teaching notes for the additional cases.

TEST BANK AND EZ TEST

Updated for this edition, the Test Bank includes more than 2,000 multiple-choice, true/false, 
and essay questions. Each question identifies the relevant learning objective, Bloom’s taxonomy 
level, AASCB standard for assurance of learning, and difficulty level. 

In addition, McGraw-Hill’s testing software, EZ Test, allows you to easily query for learning 
objectives that directly relate to the learning objectives for your course; the reporting features of 
EZ Test also enable you to aggregate student results, making the collection and presentation of 
assurance-of-learning data quick and easy. The program provides a means to create tests that are 
book-specific and even add your own questions. Multiple versions of a test can be created, 
and any test can be exported for use with course management systems such as WebCT and 
Blackboard or with any other course management system. 

POWERPOINT PRESENTATION SLIDES

The PowerPoint slides have been prepared by the authors, allowing seamless integration be-
tween the slides and the Instructor’s Manual. Each chapter includes more than two dozen slides, 
featuring key points, photographs, and figures from the text, as well as teaching tips and notes 
for using the slides.

Student Supplements

Students can access self-graded quizzes and chapter review materials.

xxiv
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xxv

Video Resources 

ORGANIZATIONAL BEHAVIOR VIDEO DVD VOL. 2

For instructors who want to incorporate more real-world examples into the classroom, this 
compilation of video clips features interesting and timely issues, companies, and people re-
lated to organizational behavior. The clips and teaching notes are also located in the Instructor 
Center of the Online Learning Center and in the Connect Library Resources.

MANAGER’S HOT SEAT

Now instructors can put students in the hot seat with access to an interactive program. Students 
watch real managers apply their years of experience when confronting unscripted issues. As the 
scenario unfolds, questions about how the manager is handling the situation pop up, forcing the 
student to make decisions along with the manager. At the end of the scenario, students watch a 
post-scenario interview with the manager, to see how their responses matched up with the man-
ager’s decisions. The Manager’s Hot Seat videos are now available as assignments in Connect.

McGraw-Hill Connect Management
LESS MANAGING. MORE TEACHING. 
GREATER LEARNING.

Connect® Management is McGraw-Hill’s web-based assignment and assessment platform that con-
nects you and your students to the coursework. Interactive Applications provided for each chapter 
of the textbook allow instructors to assign application-focused interactive activities, engage stu-
dents to “do” management, stimulate critical thinking, and reinforce key concepts. Students apply 
what they’ve learned and receive immediate feedback. Instructors can customize these activities 
and monitor student progress. Connect Management for Organizational Behavior includes:

Simple Assignment Management and Grading

With Connect Management, creating assignments is easier than ever, so you can spend more 
time teaching and less time managing. The assignment management function enables you to: 

 •  Create and deliver assignments easily with selectable end-of-chapter questions and Test 
Bank items.

 •  Streamline lesson planning, student progress reporting, and assignment grading to make 
classroom management more efficient than ever.

 •  Go paperless with the eBook and online submission and grading of student assignments.

New! LearnSmart and SmartBook™

McGraw-Hill LearnSmart™ is an adaptive learning program that identifies what an individual 
student knows and doesn’t know. LearnSmart’s adaptive learning path helps students learn 
faster, study more efficiently, and retain more knowledge. SmartBook offers a personalized 
reading experience by highlighting content the student needs to study.
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®

Interactive Applications

Activities for each chapter in the form of drag-and-drop, case analysis, and video cases reinforce 
key concepts, stimulate critical thinking, and allow students to practice problem-solving in real-
istic business situations. In addition, Manager’s Hot Seat videos show how real managers handle 
various situations and give students the opportunity to practice managerial decision making. 

Students receive immediate feedback and can track their progress in their own report. 
Detailed results let instructors see at a glance how each student performs and easily track the 
progress of every student in their course.

Instructor Library

The Connect Management Instructor Library is your repository for additional resources to 
improve student engagement in and out of class. You can select and use any asset that enhances 
your lecture. The Connect Management Instructor Library includes:

 • Instructor Manual
 • PowerPoint files
 • Test Bank
 • Management Asset Gallery
 • eBook
 • Self-Assessments

McGraw-Hill Connect Plus Management

Connect Plus Management provides all of the Connect Management features plus an integrated 
ebook, allowing for anytime, anywhere access to the textbook, and a powerful search function 
to pinpoint and connect key concepts in a snap.

For more information about Connect, go to www.mcgrawhillconnect.com, or contact 

your local McGraw-Hill sales representative.

Tegrity Campus: Lectures 24/7

Tegrity Campus is a service that makes class time available 
24/7 by automatically capturing every lecture in a searchable 

format for students to review when they study and complete assignments. With a simple one-
click start-and-stop process, you capture all computer screens and corresponding audio. Stu-
dents can replay any part of any class with easy-to-use browser-based viewing on a PC or Mac.

Educators know that the more students can see, hear, and experience class resources, the 
better they learn. In fact, studies prove it. With Tegrity Campus, students quickly recall key mo-
ments by using Tegrity Campus’s unique search feature. This search helps students efficiently find 
what they need, when they need it, across an entire semester of class recordings. Help turn all 
your students’ study time into learning moments immediately supported by your lecture.

Lecture Capture enables you to:

 • Record and distribute your lecture with a click of a button.
 •  Record and index PowerPoint presentations and anything shown on your computer so 

it is easily searchable, frame by frame.
 • Offer access to lectures anytime and anywhere by computer, iPod, or mobile device.
 •  Increase intent listening and class participation by easing students’ concerns about note 

taking. Lecture Capture will make it more likely you will see students’ faces, not the tops 
of their heads.

To learn more about Tegrity, watch a 2-minute Flash demo at http://tegritycampus.mhhe.com.
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AACSB Statement

McGraw-Hill Education is a proud corporate member of AACSB International. Understand-
ing the importance and value of AACSB accreditation, the authors of Organizational Behavior, 
Seventh Edition, recognize the curricula guidelines detailed in the AACSB standards for busi-
ness accreditation by connecting selected questions in the text and/or the Test Bank to the 
six general knowledge and skill guidelines in the AACSB standards.

The statements contained in Organizational Behavior, Seventh Edition are provided only as a 
guide for the users of this textbook. The AACSB leaves content coverage and assessment 
within the purview of individual schools, the mission of the school, and the faculty. While Orga-
nizational Behavior and the teaching package make no claim of any specific AACSB qualification 
or evaluation, we have within Organizational Behavior labeled selected questions according to 
the six general knowledge and skill areas.

Ebook Options 

Ebooks are an innovative way for students to save money and to “go green.” McGraw-Hill’s 
ebooks are typically 40% off the bookstore price. Students have the choice between an online 
and a downloadable CourseSmart ebook. 

Through CourseSmart, students have the flexibility to access an exact replica of their text-
book from any computer that has Internet service, without plug-ins or special software, via 
the online version, or to create a library of books on their hard drive via the downloadable 
version. Access to the CourseSmart ebooks lasts for one year. 

Features CourseSmart ebooks allow students to highlight, take notes, organize notes, and 
share the notes with other CourseSmart users. Students can also search for terms across all 
ebooks in their purchased CourseSmart library. CourseSmart ebooks can be printed (five 
pages at a time).

More Info and Purchase Please visit www.coursesmart.com for more information 
and to purchase access to our ebooks. CourseSmart allows students to try one chapter of 
the ebook, free of charge, before purchase.

Create

Craft your teaching resources to match the way you teach! With McGraw-Hill Create, 
www.mcgrawhillcreate.com, you can easily rearrange chapters, combine material from 
other content sources, and quickly upload content you have written, like your course syllabus 
or teaching notes. Find the content you need in Create by searching through thousands of 
leading  McGraw-Hill textbooks. Arrange your book to fit your teaching style. Create even al-
lows you to personalize your book’s appearance by selecting the cover and adding your name, 
school, and course information. Order a Create book and you’ll receive a complimentary print 
review copy in three to five business days or a complimentary electronic review copy (eComp) 
via e-mail in about one hour. Go to www.mcgrawhillcreate.com today and register. Expe-
rience how McGraw-Hill Create empowers you to teach your students your way.
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Introduction to the Field of 
Organizational Behavior
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After studying chapter 1, you should be able to: 

1-1 Define organizational behavior and organizations, and discuss the importance of this field 
of inquiry.

1-2 Compare and contrast the four current perspectives of organizational effectiveness.

1-3 Debate the organizational opportunities and challenges of globalization, workforce diversity, 
and emerging employment relationships.

1-4 Discuss the anchors on which organizational behavior knowledge is based.

2

chapter
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PART 1: INTRODUCTION

uicken Loans is America’s third-largest residential mortgage 
lender, yet it is almost the antithesis of a traditional financial 
institution. The Detroit-based company does business completely online and 

boasts a high-involvement, creative, customer-focused, and fun culture. “We encourage 

everyone who works at the company to be curious, look for ways to improve our 

processes, then take the next step and make the changes a reality,” says one manager. 

The information technology group takes the creative process one step further through 

“Bullet Time,” a half-day event each Monday during which information technology staff 

work on a project outside their usual duties that benefits the company. “You need to 

provide the freedom and motivation for employees to make a difference” explains Bill 

Parker, the company’s Innovation Architect.

The company invests heavily in employee development, beginning with an 

intensive two-day orientation program, during which Chair Dan Gilbert and CEO 

Bill Emerson personally describe the company’s culture and 18 principles (called 

“ISMs”) that guide employee behavior. Emerson even hands out his e-mail address 

and personal cell number to keep the communication lines open. “I encourage 

leaders to be accessible because it breeds an inclusive culture,” says Emerson.

Quicken Loans’ work environment also supports its work hard–play hard culture. 

The company’s offices in downtown Detroit (as well as in six other cities) are a riot 

of brightly colored walls and furniture, graffiti-painted concrete floors, and unusual 

spaces for impromptu gatherings and work breaks. Surrounded by progress charts 

and posters highlighting each of Quicken Loans’ “ISMs,” employees take time out to 

engage in Ping-Pong tournaments, basketball games, Nerfball battles, and costume 

contests. “We’ve done some pretty wild stuff, but people will respond well to that,” 

suggests Quicken facilities director Melissa Price. “It creates an energy level that an 

old, tired space doesn’t have.”

Quicken Loans is also recognized for its strong community support, such as 

reviving Detroit’s central business district, donating time and resources to charities, 

and assisting employees serving in the National Guard. The company isn’t perfect. Yet 

it is recognized by multiple sources as one of the best financial institutions for
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Quicken Loans has become one of America’s most successful companies through high involvement, a focus on creativity, a strong culture, 
and other effective organizational behavior practices.
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4 Part One Introduction

customer service and one of the best places to work in America. “There’s so 

much room for growth,” says Quicken Loans employee Ricardo Williams. “No one 

in the company limits you to where you’re at.”1

Welcome to the Field of Organizational Behavior!
This opening story about Quicken Loans illustrates some of the important ways that orga-
nizations succeed in today’s turbulent environment. In every sector of the economy, organi-
zations need to employ skilled and motivated people who can be creative, work in teams, 
and maintain a healthy lifestyle. They need leaders with foresight and vision, who support 
innovative work practices and make decisions that consider the interests of multiple stake-
holders. In other words, the best companies succeed through the concepts and practices that 
we discuss in this organizational behavior book.

Our purpose is to help you understand what goes on in organizations, including the 
thoughts and behavior of employees and teams. We examine the factors that make compa-
nies effective, improve employee well-being, and drive successful collaboration among 
coworkers. We look at organizations from numerous and diverse perspectives, from the 
deepest foundations of employee thoughts and behavior (personality, self-concept, com-
mitment) to the complex interplay among the organization’s structure and culture and its 
external environment. Along this journey, we emphasize why things happen and what you 
can do to predict and manage organizational events.

We begin this chapter by introducing you to the field of organizational behavior (OB) 
and why it is important to your career and to organizations. Next, this chapter describes the 
“ultimate dependent variable” in OB by presenting the four main perspectives of organiza-
tional effectiveness. This is followed by an overview of three challenges facing organizations: 
globalization, increasing workforce diversity, and emerging employment relationships. We 
complete this opening chapter by describing four anchors that guide the development of 
organizational behavior knowledge.

The Field of Organizational Behavior
Organizational behavior (OB) is the study of what people think, feel, and do in and 
around organizations. It looks at employee behavior, decisions, perceptions, and emotional 
responses. It examines how individuals and teams in organizations relate to each other and 
to their counterparts in other organizations. OB also encompasses the study of how organi-
zations interact with their external environments, particularly in the context of employee 
behavior and decisions. OB researchers systematically study these topics at multiple levels of 
analysis, namely, the individual, team (including interpersonal), and organization.2

The definition of organizational behavior begs the question: What are organizations? 
Organizations are groups of people who work interdependently toward some purpose.3 No-
tice that organizations are not buildings or government-registered entities. In fact, many orga-
nizations exist without either physical walls or government documentation to confer their legal 
status. Organizations have existed for as long as people have worked together. Massive temples 
dating back to 3500 BC were constructed through the organized actions of multitudes of 
people. Craftspeople and merchants in ancient Rome formed guilds, complete with elected 

managers. More than 1,000 years ago, Chinese factories 
were producing 125,000 tons of iron each year.4

Throughout history, these and other organizations have 
consisted of people who communicate, coordinate, and 
collaborate with each other to achieve common objectives. 
One key feature of organizations is that they are collective 
entities. They consist of human beings (typically, but not 

organizational behavior (OB)

The study of what people think, 
feel, and do in and around 
organizations.

organizations

Groups of people who work 
interdependently toward some 
purpose.

LO 1-1
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Chapter One Introduction to the Field of Organizational Behavior 5

necessarily, employees), and these people interact with each other in an organized way. This 
organized relationship requires some minimal level of communication, coordination, and 
collaboration to achieve organizational objectives. As such, all organizational members have 
degrees of interdependence with each other; they accomplish goals by sharing materials, in-
formation, or expertise with coworkers.

A second key feature of organizations is that their members have a collective sense of pur-
pose. This collective purpose isn’t always well defined or agreed on. Although most compa-
nies have vision and mission statements, these documents are sometimes out of date or don’t 
describe what employees and leaders try to achieve in reality. Still, imagine an organization 
without a collective sense of purpose. It would be a collection of people without direction or 
unifying force. So, whether it’s providing home loans at Quicken Loans or designing better 
aircraft at Boeing, people working in organizations have some sense of collective purpose. As 
Steve Jobs, the late cofounder of Apple Inc. and Pixar Animation Studios, once said: “A com-
pany is one of humanity’s most amazing inventions. It’s totally abstract. Sure, you have to 
build something with bricks and mortar to put the people in, but basically a company is this 
abstract construct we’ve invented, and it’s incredibly powerful.”5

HISTORICAL FOUNDATIONS OF ORGANIZATIONAL BEHAVIOR
Organizational behavior emerged as a distinct field around the early 1940s, but organizations 
have been studied by experts in other fields for many centuries. The Greek philosopher Plato 
wrote about the essence of leadership. Around the same time, the Chinese philosopher 
 Confucius extolled the virtues of ethics and leadership. In 1776, Adam Smith discussed the 
benefits of job specialization and division of labor. One hundred years later, the German so-
ciologist Max Weber wrote about rational organizations, the work ethic, and charismatic 
leadership. Soon after, industrial engineer Frederick Winslow Taylor proposed systematic 
ways to organize work processes and motivate employees through goal setting and rewards.6

Until the 1930s, most organizational research and practice tried to improve work efficiency by changing working conditions and job 
duties. Employees’ thoughts and feelings were ignored and considered irrelevant. Elton Mayo (left in photo), his research assistant 
and later professor Fritz Roethlisberger (right), and others at Harvard University adopted a completely different view. Their research 
at Western Electric Hawthorne Works near Chicago found that employee attitudes, formal team dynamics, informal groups, and 
supervisor leadership style strongly influenced employee performance and well-being. This focus, known as the “human relations” 
school, laid the foundation for the field of organizational behavior as we know it today.8
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6 Part One Introduction

From the 1920s to the 1940s, Harvard professor Elton Mayo and his colleagues estab-
lished the “human relations” school of management, which emphasized the study of  employee 
 attitudes and informal group dynamics in the workplace. Also during that time, political 
philosopher and social worker Mary Parker Follett advocated new ways of thinking about 
several OB topics, including constructive conflict, team dynamics, organizational democracy, 
power, and leadership. In the late 1930s, Chester Barnard wrote insightful views regarding 
organizational communication, coordination, leadership and authority, organizations as open 
systems, and team dynamics.7 This brief historical tour indicates that OB has been around for 
a long time; it just wasn’t organized into a unified discipline until around World War II.

WHY STUDY ORGANIZATIONAL BEHAVIOR?
Organizational behavior instructors face a challenge: Students who have not yet begun their 
careers tend to value courses related to specific jobs, such as accounting and marketing.9 
However, OB doesn’t have a specific career path—there is no “vice president of OB”—so 
students sometimes have difficulty recognizing the value that OB knowledge can offer to 
their future. Meanwhile, students with several years of work experience identify OB as one 
of the most important courses. Why? Because they have learned through experience that OB 
makes a difference to one’s career success. OB helps us make sense of and predict the world in 
which we live.10 We use OB theories to question our personal beliefs and assumptions and 
to adopt more accurate models of workplace behavior.

But probably the greatest value of OB knowledge is that it helps us get things done in the 
workplace.11 By definition, organizations are people who work together to accomplish 
things, so we need a toolkit of knowledge and skills to work successfully with others. Build-
ing a high- performance team, motivating coworkers, handling workplace conflicts, influ-
encing your boss, and changing employee behavior are just a few of the areas of knowledge 
and skills offered in organizational behavior. No matter what career path you choose, you’ll 
find that OB concepts play an important role in performing your job and working more 
effectively within organizations.

Is OB just common sense? Visit connect.mcgrawhill.com to assess 
how much your personal theories about what goes on in organizations 
are consistent with current organizational behavior evidence.

Organizational Behavior Is for Everyone A common misunderstanding is that or-
ganizational behavior is for managers. Although OB knowledge is critical for effective manage-
ment, this book takes the broader view that the ideas presented in this book are valuable for 
everyone who works in and around organizations. Whether you are a geologist, mortgage loan 
banker, customer service representative, or chief executive officer, you need to understand and 
apply the many organizational behavior topics that are discussed in this book. Most organiza-
tions will probably always have managers, and this book recognizes the relevance of OB knowl-
edge in these vital roles. But we also recognize that all employees are increasingly expected to 
manage themselves and work effectively with each other in the workplace. In the words of one 
forward-thinking OB writer more than four decades ago: Everyone is a manager.12

OB and the Bottom Line Up to this point, our answer to the question “Why study 
OB?” has focused on how organizational behavior knowledge benefits you as an individual. 
However, OB knowledge is just as important for the organization’s financial health. Quicken 
Loans illustrates this point: Its success has been driven by a strong workplace culture, 
 individual rewards and development, teamwork, creative decision making, visionary leader-
ship, and many other organizational behavior practices.
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Chapter One Introduction to the Field of Organizational Behavior 7

Numerous studies have reported that OB practices are powerful predictors of the 
 organization’s survival and success.13 One investigation found that hospitals with higher levels 
of specific OB activities (e.g., training, staff involvement, rewards and recognition) have 
lower patient mortality rates. Another study found that companies receiving “best place to 
work” awards have significantly stronger financial and long-term stock market performance. 
Companies with higher levels of employee engagement also have significantly higher sales 
and profitability (see Chapter 5).

The bottom-line value of organizational behavior is also supported by human capital and 
investment portfolio studies. These investigations suggest that specific OB characteristics 
(employee attitudes, work–life balance, performance-based rewards, leadership, employee 
training and development) are important “positive screens” for selecting companies with the 
best long-term stock appreciation. For example, various studies report that a company’s 
performance is significantly influenced by the quality of its chief executive officer. There is 
plenty of anecdotal evidence of this relationship, including the leadership failures that 
caused problems at JCPenney and SNC Lavalin.14

Perspectives of Organizational Effectiveness
Apple, Inc. and Google, Inc. are the two most admired companies in the world,  according 
to Fortune magazine’s annual list.15 Yet neither of these companies was on anyone’s radar 
screen a dozen years ago. Apple was on life support in the late 1990s, barely clinging on to a 
few percentage points of market share in the computer industry. Google wasn’t even regis-
tered as a company. It was little more than a computer project by two Stanford PhD stu-
dents that was quickly outgrowing the dorm room where their equipment was housed. How 
did Apple and Google achieve their incredible successes? They consistently applied the four 
perspectives of organizational effectiveness that we discuss over the next few pages.

LO 1-2

Visit connect.mcgrawhill.com for activities and test questions 
to help you learn the four perspectives of organizational 
effectiveness.

Almost all organizational behavior theories have the implicit or explicit objective of mak-
ing organizations more effective.16 In fact, organizational effectiveness is considered the 
“ultimate dependent variable” in organizational behavior.17 This means that organizational 
effectiveness is the outcome that most OB theories are ultimately trying to achieve. Many 
theories use different labels—organizational performance, success, goodness, health, com-
petitiveness, excellence—but they are basically presenting models and recommendations to 
help organizations become more effective.

Many years ago, OB experts thought the best indicator of a company’s effectiveness was 
how well it achieved its stated objectives. According to this definition, Delta Airlines would 
be an effective organization if it met or exceeded its annual sales and profit targets. Today, 
we know this isn’t necessarily so. Any leadership team could set corporate goals that are easy 
to achieve but would put the organization out of business. These goals also could be left in 
the dust by competitors’ more aggressive objectives. Worse still, some goals might point the 
organization in the wrong direction. Consequently, goal attainment is not part of the orga-
nizational effectiveness model in this book.

The best yardstick of organizational effectiveness is a composite of four perspectives: 
open systems, organizational learning, high-performance work practices, and stakeholders.18

Organizations are effective when they have a good fit with their external environment, are 
learning organizations, have efficient and adaptive internal subsystems, and satisfy the needs 
of key stakeholders. Let’s examine each of these perspectives in more detail.

organizational effectiveness

A broad concept represented by 
several perspectives, including 
the organization’s fit with the 
external environment, internal 
subsystems configuration for 
high performance, emphasis on 
organizational learning, and an 
ability to satisfy the needs of key 
stakeholders.

mcs62589_ch01_002-029.indd Page 7  08/11/13  8:08 PM f-500 mcs62589_ch01_002-029.indd Page 7  08/11/13  8:08 PM f-500 /204/MH02010/mcs62589_disk1of1/0077862589/mcs62589_pagefiles/204/MH02010/mcs62589_disk1of1/0077862589/mcs62589_pagefiles



8 Part One Introduction

OPEN SYSTEMS PERSPECTIVE
The open systems perspective of organizational effectiveness is one of the earliest and most 
well-entrenched ways of thinking about organizations.19 Indeed, the other major organiza-
tional effectiveness perspectives might be considered detailed extensions of the open systems 
model. This perspective views organizations as complex organisms that “live” within an ex-
ternal environment, rather like the illustration in Exhibit 1.1. The word open describes this 
permeable relationship, whereas closed systems operate without dependence on or interaction 
with an external environment.

As open systems, organizations depend on the external environment for resources, including 
raw materials, job applicants, financial resources, information, and equipment. The external 
environment also consists of rules and expectations, such as laws and cultural norms, that place 
demands on how organizations should operate. Some environmental resources (e.g., raw mate-
rials) transform into outputs that are exported to the external environment, whereas other re-
sources (e.g., job applicants, equipment) become subsystems in the transformation process.

Inside the organization are numerous subsystems, such as departments, teams, informal 
groups, work processes, technological configurations, and other elements. Rather like the Rus-
sian matryoshka dolls nested within each other, organizational subsystems are systems with 
their own subsystems.20 For example, the Nordstrom department store in Spokane,  Washington, 
is a subsystem of the Nordstrom chain, but the Spokane store is also a system with its own 
subsystems of departments, teams, and work processes. An organization’s subsystems are orga-
nized interdependently so they interact with each other to transform inputs into various out-
puts. Some outputs (e.g., products, services, community support) may be valued by the 
external environment, whereas other outputs (e.g., employee layoffs, pollution) are by- products 
that may have adverse effects on the environment and the organization’s relationship with that 
environment. Throughout this process, organizations receive feedback from the external envi-
ronment regarding the value of their outputs and the availability of future inputs.

Organization–Environment Fit According to the open systems perspective, orga-
nizations are effective when they maintain a good “fit” with their external environment.22

Good fit  exists when the organization’s inputs, processes, and outputs are aligned with the 
needs and expectations of the external environment. There are three ways that companies 
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EXHIBIT 1.1 Open Systems Perspective of Organizations

open systems

A perspective that holds that 
organizations depend on the 
external environment for 
resources, affect that environment 
through their output, and consist 
of internal subsystems that 
transform inputs to outputs.
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maintain a good environmental fit. The most common strategy to fit with the external envi-
ronment is to change the company’s products and services, as well as how those outputs are 
produced. Zara, the world’s largest fashion retailer, relies on continuous adaptation to main-
tain a good fit with its highly volatile external environment. As Global Connections 1.1 de-
scribes, the Spanish company  receives continuous feedback from each of its 6,000 stores, and 
then uses that feedback along with ongoing creativity to rapidly design, manufacture, and 
deliver new styles. In contrast, fashion retailers with a poor environmental fit are overstocked 
with products that few people want to buy and respond slowly to changing preferences.

A second way that organizations maintain a good fit is actively managing their external 
environment. Many firms manage their environment through marketing, which attempts to 
increase demand for their products or services. Others gain exclusive rights to particular re-
sources (e.g., to sell a known brand) or restrict competitor access to valued resources. Still 
others lobby for legislation that strengthens their position in the marketplace or try to delay 
legislation that would disrupt their business activities.

Zara, the Spanish fashion retail giant, relies on an open systems 
perspective to achieve success in one of the world’s most 
volatile industries. emileluider.com

Zara Relies on Open Systems 
Thinking for Fast Fashion

Zara, the world’s largest clothing retailer, thrives in one of the 
world’s most volatile industries. What is its secret to success? 
The Spanish flagship brand of Inditex (which also owns Pull & 
Bear, Stradivarius, and other brands) has a business model that 
applies open systems thinking.
 In the fashion industry, customer preferences change 
quickly and have limited predictability. Zara maintains a close 
fit with that turbulent environment by experimenting with nu-
merous new styles, receiving almost immediate and continu-
ous feedback about which ones are most popular, learning 
what minor adjustments would make the styles more appeal-
ing, and quickly producing and delivering new or revised styles 
to match current demand. Zara practically invented the notion 
of “fast fashion,” whereby the company responds quickly to 
customer preferences and fashion trends. Most other retailers 
instead produce a limited variety of styles, offer only two or 
three batches of new designs each year, and require up to six 
months for those designs to show up in stores.
 The nucleus of this open systems process is an aircraft 
 hangar–sized room at Zara’s headquarters in A Coruña, Spain 
(shown in the photo). In the center of the room is a long line 
of facing desks where regional managers from two dozen 
countries are in daily contact with each of the company’s 
6,000 stores in 86 countries. Equally important, sales staff are 
trained to ask customers about why they bought a garment or 
how a garment could be designed more to their liking. These 
customer comments are then quickly reported back to head-
quarters. On both sides of the room are designers and other 
staff who use this continuous store feedback to revise existing 
styles and spark ideas for new designs.
 Suppose several regional managers receive reports that 
the new line of women’s white jackets is selling slowly; how-
ever, customers have told sales staff they would buy that style 
of jacket in a cream-color with silkier fabric. Designers 
receive this information and quickly get to work designing a 

cream-colored jacket with the preferred material. Some re-
gional differences exist, of course, but Zara reports that most 
of its products are in demand globally. Zara also produces 
limited stocks of a large variety of designs. Thus, the company 
can sample a wider array of market preferences while mini-
mizing the problem of having too much inventory. In fact, 
knowing that Zara’s products are constantly changing attracts 
customers back to the stores more often.
 Rapid and rich feedback from stores is vital, but Zara also 
thrives because of its quick response to that feedback. Most 
fashion retailers rely on independent manufacturers in distant 
countries that require several months’ lead time to produce a 
garment. Zara uses such low-cost manufacturers to some ex-
tent, but half of its garments are made “in proximity” by nearby 
Spanish companies or companies in Portugal, Morocco, and 
Turkey. Nearby manufacturing costs more, but it often takes 
less than three weeks for a new design from these nearby sites 
to arrive in stores, which receive new stock twice each week.21

global connections 1.1
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