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Overview of the Chapter

Leadership is a key ingredient in effective management. When leaders are effective, their subordinates are highly motivated, committed, and high performing. When leaders are ineffective, chances are good that their subordinates do not perform to the level of their capabilities, lack motivation, and may be dissatisfied. This chapter describes what leadership is and examines major leadership models and theories that have been developed by various researchers. It also describes how managers engaging in transformational leadership can have a dramatic impact upon their organization and discusses the impact of gender on leadership.

Learning Objectives

1. Describe what leadership is, when leaders are effective and ineffective, and the sources of power that enable managers to be effective leaders.

2. Identify the traits that show the strongest relationship to leadership, the behaviors leaders engage in, and the limitations of the trait and behavior models of leadership.

3. Explain how contingency models of leadership enhance our understanding of effective leadership and management in organization.

4. Describe what transformational leadership is, and explain how managers can engage in it.

5. Characterize the relationship between gender and leadership.

MANAGEMENT SNAPSHOT:  EFFECTIVE LEADERSHIP STYLES FOR TOUGH TIMES: LESSONS FROM HOWARD SCHULTZ, RICHARD SCHULZE, DAVID FARR, AND LOU GERSTNER

Each of these persons is a current or former chairman or CEO.  Their companies compete within different industries. What they have in common is that as leaders, they developed effective strategies that helped their respective companies to deal successfully with the challenges that it faced. Each focused on building their company’s competitive strengths, which enabled it to weather and eventually overcome tough economic times with less fallout than most competitors. 

1. How do we know that each of these leaders has been effective?

When leaders are effective, the influence they exert helps a group achieve its performance goals. Effective leadership increases an organization’s ability to meet and overcome challenges in order to succeed.   In this case, each of these CEOs developed an effective leadership style that enabled their company to perform successfully in spite of the challenge presented by tough times. 

2. Can these leaders be described as transformational?

Yes, each of them is a transformational manager.  Transformational leaders are excited and enthusiastic about their vision and clearly communicate it to their subordinates. Each of these leaders had a vision of how things could be improved in their organization that contrasted with the status quo, and each led the way toward towards positive change, resulting in improved organizational performance.  

LECTURE OUTLINE

I.
THE NATURE OF LEADERSHIP

Leadership is the process by which a person exerts influence over other people and inspires, motivates, and directs their activities to help achieve group or organizational goals. 

· When leaders are effective, the influence they exert helps a group achieve its performance goals. When leaders are ineffective, their influence does not contribute to, and often detracts from, goal attainment.
· Effective leadership increases an organization’s ability to meet all challenges, including the need to obtain a competitive advantage, the need to foster ethical behavior, and the need to manage a diverse workforce fairly and equitably.

Personal Leadership Style and Managerial Tasks
A manager’s personal leadership style illustrates the specific ways in which a manager chooses to influence other people and shapes the way that manager approaches the principle tasks of managing. 

· Managers at all levels have their own personal leadership styles, which determine how they lead and how they perform the other management tasks.

· Developing an effective leadership style is often a challenge for managers at all levels in an organization.  This challenge is often exacerbated when times are tough due, for example, to an economic downturn or decline in customer demand.

Leadership Styles Across Cultures
Some evidence suggests that leadership styles vary not only among individuals, but also among countries and cultures. 
· Some research suggests that European managers tend to be more humanistic than both Japanese and American managers. This is because Japan’s collectivistic culture places emphasis on the group rather than the individual. In the United States, organizations tend to be very profit oriented and thus downplay the needs and desires of individual employees. 

· Another noted cross-cultural difference is in time horizons.
U.S. managers tend to have a personal style that reflects the short-run profit orientation of their companies, while Japanese managers tend to have personal styles that reflect a long-run growth orientation.  Managers in Europe’s large international firms have a philosophy that lies in between the long term approach of the Japanese and the short term approach of the Americans.

· Research on the global aspects of leadership is in its infancy.  As it continues, more cultural differences in managers’ leadership styles may be discovered.

Power: The Key to Leadership

A key component of effective leadership is found in the power the leader has to affect other people’s behavior and get them to act in certain ways. There are several types of power. Effective leaders take steps to ensure that they have sufficient levels of each type and that they use their power in beneficial ways. 

· Legitimate power is the authority a manager has by virtue of his or her position in an organization’s hierarchy. 
· Reward power is the ability of a manager to give or withhold tangible rewards such as pay raises, bonuses, and choice job assignments, as well as intangible rewards such as verbal praise, a pat on back, or respect.  Effective managers use their reward power so that subordinates understand that their receipt is a sign that they are doing a good job. Ineffective managers use rewards in a more controlling manner that signals to subordinates that the manager has the upper hand. 
· Coercive power is the ability of a manager to punish others. Punishment may include verbal reprimands, reductions in pay, or actual dismissal. Managers who rely heavily on coercive power tend to be ineffective as leaders sometimes even get themselves fired.

· Expert power is based in the special knowledge, skills, and expertise that a leader possesses. The nature of expert power varies, depending on the leader’s level in the hierarchy. Effective leaders take steps to ensure that they have an adequate amount of expert power to perform their leadership roles. Expert power tends to be best used in a guiding or coaching manner rather than in an arrogant, high-handed manner.

· Referent power stems from subordinates’ and coworkers’ respect, admiration, and loyalty to and for their leader.  Leaders who are likable and whom subordinates admire are likely to possess referent power. Because referent power is a function of the personal characteristics of a leader, managers can increase their referent power by taking time to get to know their subordinates and showing interest in them.

Empowerment: An Ingredient in Modern Management

Empowerment is the process of giving employees at all levels in the organization the authority to make decisions, be responsible for their outcomes, improve quality, and cut costs.  It is becoming increasingly popular in organizations and can contribute to effective leadership for several reasons:

· It increases a manager’s ability to get things done. 
· It often increases workers’ involvement, motivation, and commitment. 
· It gives managers more time to concentrate on their pressing concerns. 
· The personal leadership style of managers who empower subordinates often includes developing subordinates so that they learn to make good decisions.

II.
TRAIT AND BEHAVIOR MODELS OF LEADERSHIP

Because leading is such an important process in all organizations, it has been researched for decades.  Early approaches to leadership, called the trait model and the behavior model, sought to determine what effective leaders are like as people and what they do that makes them so effective.

The Trait Model

The trait model of leadership focused on identifying the personal characteristics that are responsible for effective leadership.  
Decades of research indicate that certain personal characteristics do appear to be associated with effective leadership.

· However, traits alone are not the key to understanding leader effectiveness. Some effective leaders do not possess all of the traits identified in this model, and some leaders who do possess them are not effective in their leadership roles.

· This lack of a consistent relationship between leader traits and leader effectiveness led researchers to shift their attention away from what leaders are like (their traits) to what effective managers actually do, i.e., their behaviors. 
The Behavior Model

Researchers at Ohio State University in the 1940s and 1950s identified two basic kinds of leader behaviors that many managers engaged in to influence their subordinates: consideration and initiating structure.
Consideration
Leaders engage in consideration when they show their subordinates that they trust, respect, and care about them.
Managers who truly look out for the well-being of their subordinates and do what they can to help subordinates feel good and enjoy their work perform consideration behaviors. 

Initiating Structure
Leaders engage in initiating structure when they make sure that work gets done, and the organization is effective and efficient. Assigning tasks to individuals or work groups, making schedules, encouraging adherence to rules are examples of initiating structure. 

· Initiating structure and consideration are independent leader behavior.  Leaders can be high on both, low on both, or high on one and low on the other.

· Research has found that the relationship between performance of consideration and initiating structure behaviors and leader effectiveness is not clear.  Some leaders are effective even though they do not perform consideration or initiating structure behavior, while other leaders who perform both are ineffective.

Ethics in Action: Consideration and Initiating Structure at Home Depot

Bernie Marcus and Arthur Blank, the founders and co-chairmen of the Home Depot, hired Bob Nardelli as CEO because they realized their company was in need of some initiating structure. Nardelli flattened the company’s structure by eliminating several managerial levels, reassigned key employees to better taken advantage of their talents, and shifted the company’s focus from growth to profits. However, Nardelli also realizes the need for consideration, since maintaining high levels of motivation and job satisfaction among employees is also a key priority for him. Thus, large, complex organizations require leaders like Nardelli, who engage in both initiating structure and consideration.

III.
CONTINGENCY MODELS OF LEADERSHIP

Contingency models of leadership take into account the situation or context within which leadership occurs. They propose that whether a leader who possesses certain traits or performs certain behaviors is effective depends upon the situation or context within which leadership occurs.  Three prominent contingency models are discussed: Fiedler’s contingency model, House’s path-goal theory, and the leader substitutes model. 

Fiedler’s Contingency Model

Fiedler’s contingency model helps explain why a manager may be an effective leader in one situation and ineffective in another.  It also suggests which kinds of managers are likely to be most effective in which situations.

Leader Style
Fiedler hypothesized that personal characteristics can influence leader effectiveness.  He uses the term leader style refers to a manager’s characteristic approach to leadership and identified two basic leader styles: relationship-oriented and task-oriented. 
All managers can be described as having one style or the other. 

· Relationship-oriented leaders are primarily concerned with developing good relationships with their subordinates and being liked by them. They get the job done while focusing on maintaining high-quality interpersonal relationships with subordinates.

· Task-oriented leaders are primarily concerned with ensuring that subordinates perform at a high level. Task-oriented managers focus on task accomplishment and making sure the job gets done.

· According Fielder, leadership style is an enduring characteristic.  Managers cannot change their style, nor can they adopt different styles in different kinds of situations.

Situational Characteristics
Fielder identified three situational characteristics that are important determinants of how favorable a situation is for leading. They are: leader-member relations, task structure, and position power.  According to Fielder, if a situation is favorable for leading, it is relatively easy for a manager to influence subordinates so that they perform at a high level. In a situation that is unfavorable for leading, it is much more difficult for a manager to exert influence.

· Leader-member relations is the extent to which followers like, trust, and are loyal to their leader. Situations are more favorable for leading when leader-member relationships are good.

· Task structure is the extent to which the work to be performed is clear-cut so that the leader’s subordinates know what needs to be accomplished and how to go about doing it.  When task structure is high, situations are favorable for leading. When task structure is low, the situation is unfavorable for leading.

· Position power is the amount of legitimate, reward, and coercive power a leader has by virtue of his or her position in an organization. Leadership situations are more favorable for leading when position power is strong.

· By taking all possible combinations of these factors, Fiedler identified eight leadership situations.  Based on extensive research, he also determined that relationship-oriented leaders are most effective in moderately favorable situations and task-oriented leaders are most effective in very favorable or very unfavorable situations.

· According to Fiedler, managers must be placed in leadership situations that fit their style or the situation must need to be changed to suit the manager’s style, if he or she is to be effective.

· Research studies support some aspects of Fiedler’s model but also suggest that it needs some modifications.

House’s Path-Goal Theory

In his path-goal theory, researcher Robert House focused on what leaders can do to motivate their subordinates to achieve group or organizational goals. The premise is that effective leaders motivate subordinates to achieve goals by:

· Clearly identifying the outcomes that subordinates are trying to obtain in the workplace, 
· Rewarding subordinates with these outcomes for high performance and the attainment of work goals, and
· Clarifying for subordinates the paths leading to the attainment of work goals.

Path-goal theory identifies four kinds of behaviors that leaders can engage in to motivate subordinates. Which behaviors managers should use to lead effectively depends upon the nature of the subordinates and the kind of work they do.  The behaviors are:

· Directive behaviors, which are similar to initiating structure and include showing subordinates how to complete tasks,

· Supportive behaviors, which are similar to consideration and include looking out for subordinates' best interest, 

· Participative behaviors, which give subordinates a say in matters and decisions that affect them, and

· Achievement-oriented behaviors, which motivate subordinates to perform at the highest level possible by setting very challenging goals and believing in subordinates’ capabilities. 
Management Insight: Supporting Creativity

Effectively leading workers who are engaged in creative activities can be a challenge. Too much initiating structure can inhibit worker creativity.  Symphony conductor Roger Nieremberg recognizes this.  Rather than attempting to control musicians, he emphasizes supportive behaviors.  Nierenberg’s supportive style can also be applied to more traditional corporate work settings. In the leadership classes taught at major corporations, he coaches managers on how to commit to a course of action and direct their subordinates in a supportive, uncritical manner.   This approach works well in other countries, also. Chris Bangle, who heads BMW’s global design efforts in Munich, Germany takes great pains to shield creative designers from criticism or negative feedback from others in his organization.  Bangle sees this kind of encouraging and supportive leadership as key to maintenance of BMW’s competitive advantage. 

The Leader Substitutes Model
This model suggests that leadership is sometimes unnecessary because substitutes for leadership are present. A leadership substitute is something that acts in place of the influence of a leader and makes leadership unnecessary.

· Characteristics of subordinates, such as their skills, abilities, experience, knowledge, and motivation, can be substitutes for leadership.

· Characteristics of the situation or context, such as the extent to which the work is interesting, can also be substitutes.
· When managers empower their subordinates or use self-managed teams, the need for leadership influence is decreased because team members manage themselves.

· Substitutes for leadership can increase organizational efficiency and effectiveness because they free up some of the leader’s valuable time.

Bringing It All Together

The three contingency models help managers hone in on the necessary ingredients for effective leadership.  They are complementary, since each one looks at the leadership question from a different angle.

IV.
TRANSFORMATIONAL LEADERSHIP

Transformational leadership occurs when managers change their subordinates in three important ways. When managers engage in transformational leadership, subordinates trust the manager and are highly motivated, which helps the organization achieve its goals.

· Transformational managers make subordinates aware of how important their jobs are to the organization and how important it is that they perform those jobs as best they can, so that the organization can attain its goals. 
· Transformational managers make their subordinates aware of their own needs for personal growth, development, and accomplishment.

· Transformational managers motivate their subordinates to work for the good of the organization as a whole, not just for their own personal gain.

Managers and other transformational leaders can influence their followers in three ways: by being a charismatic leader, by intellectually stimulating subordinates, and by engaging in developmental consideration.

Being a Charismatic Leader

· Transformational managers are charismatic leaders.  They have a vision of how good things could be in their groups and organizations that is in contrast with the status quo. 
Their vision usually includes dramatic improvements in both group and organizational performance.

· Charismatic leaders are excited and enthusiastic about their vision and clearly communicate it to their subordinates.
The essence of charisma is having a vision and enthusiastically communicating it to others.

Stimulating Subordinates Intellectually
Transformational managers openly share information so that subordinates are aware of problems and the need for change.

· They help subordinates to view problems from a different perspective that is consistent with the manager’s vision.

· They engage and empower subordinates to take personal responsibility for helping to solve problems.

Engaging in Developmental Consideration
When a manager engages in developmental consideration, they go out of their way to support and encourage subordinates, giving them opportunities to enhance their skills and excel on the job. They must go one step further than merely demonstrating true concern for the well-being of subordinates.

Managing Globally: Enduring Transformational Leadership at Colgate-Palmolive 

In terms of earnings per share, Colgate Palmolive has consistently outperformed GE, IBM, Coca-Cola and other admired companies. This is partially attributed to CEO Rueben Mark’s transformational leadership. Mark’s vision for the company emphasizes efficiency, cost-cutting, and a very focused approach emphasizing oral and personal care products. Globalization is another key component of his vision. He intellectually stimulates followers by emphasizing the importance of their efforts. He also cares about them personally and prefers having the spotlight focused on their contributions rather than on his own.

The Distinction Between Transformational and Transactional Leadership

Transformational leadership is often contrasted with transactional leadership. Transactional leadership involves managers using their reward and coercive power to encourage high performance.

· When managers reward high performers, reprimand low performers, and motivate by reinforcing desired behaviors, they are engaging in transactional leadership.
· Many transformational leaders engage in transactional leadership, but at the same time have their eyes on the bigger picture of how much better things could be in their organizations.

· Research has found that when leaders engage in transformational leadership, subordinates tend to have higher levels of job satisfaction and performance. Also, they are more likely to trust their leaders, trust their organizations, and feel that they are being treated fairly. This, in turn, may positively influence their motivation level.

V.
GENDER AND LEADERSHIP

Recent changes in the workforce have prompted researchers to explore the relationship between gender and leadership. Although there are relatively more women in management positions today than ten years ago, there are relatively few women in top management.

· When women do advance to top management positions, special attention is often focused on the fact that they are women. If they had been men, gender never would have been an issue.

· A widespread stereotype of women in management is that they are nurturing, supportive, and concerned with interpersonal relations.  Such stereotypes suggest that women tend to be more relationship oriented as managers and engage in more consideration behaviors, whereas men are more task oriented and engage in more initiating structure behaviors. 

· However, research suggests that that male and female managers in leadership positions behave in similar ways. Women do not engage in more consideration than men, and men do not engage in more initiating structure than women. 

· However, research does suggest that men and women may differ in leadership style. Women tend to be more participative than men, involving subordinates in decision making and seeking input. Also, research suggests that men tend to be harsher when they punish their subordinates than women. 

· There are at least two reasons why women leaders are more participative than male leaders. First, women must sometimes work harder to overcome resistance to their leadership and engender subordinate trust and respect.  Second, they sometimes possess stronger interpersonal skills.

· The key finding from research is that male and female managers do not differ significantly in their propensities to perform different leader behaviors, and that across different kinds of organizational settings, male and female managers tend to be equally effective as leaders.

VI.
Emotional Intelligence and Leadership

Preliminary research suggests that emotions and moods of leaders at work influence their behavior and effectiveness as leaders. 

· A leader’s level of emotional intelligence may play a strong role in leadership effectiveness.

· Also, emotional intelligence may enable leaders to develop a significant identify for their organization and instill high levels of trust and cooperation throughout the organization, while maintaining the flexibility required to respond to changing conditions. 
VII.
SUMMARY AND REVIEW

LECTURE ENHANCERS

Lecture Enhancer 10.1

WANTED: A GLOBAL BOSS

Any time there’s a big international merger, there are inevitable worries about “culture clash.” When Marjorie Scardino, a tall, wisecracking Texan, was named to head Britain’s blue-blooded Pearson Publishing Company in November 1996, the company’s stock plunged for a day in London. In 1997 Ford Motor named Henry Wallace, a Scottish executive, to take over its Mazda unit. As the first Scot in memory to head a major Japanese company, he faces a nation of skeptics. “Ford sends people who don’t speak Japanese at all,” grumbles one business leader in Hiroshima, Mazda’s hometown.

But Wallace’s bad Japanese—he gets tutoring once per week, hardly matters these days. Nor does Scardino’s Texarkana drawl grate much on British ears. With surprising speed, the big multinationals, and many small ones, have come to speak the same language and inhabit a common culture. The global environment has bred a new kind of executive, the global boss, who is breaking down cultural barriers.

How does one qualify as a topnotch global boss? First, learn their language. Global managers speak a combination of straight-shooting American pragmatism, Japanese-inspired management ideas (like kaizen, or continuous improvement), and M.B.A. jargon such as “strategic resource allocation.” They’re tough, smart, and flexible enough to survive in the global economy.

Another must is “benchmarking.” This buzzword means measuring your company against the best practices of other companies worldwide. Smart global bosses personally benchmark themselves against the world’s most successful multinational managers.

Big companies must go global to be near the billions of new consumers and to find the best deal worldwide on wages, taxes, and local talent. That takes a savvy global boss. A New York headhunter once described a search he did for a semiconductor company. “They were looking for someone [who understands why] the chips were designed in India, water-etched in Japan, diced and mounted in Korea, assembled in Thailand, encapsulated in Singapore, and distributed everywhere,” he said. “About one in a million fits that description.” 

Indeed, there aren’t enough global bosses to go around, even if many companies haven’t yet figured out that they need them. Few large U.S. companies, for instance, have foreigners on their boards. The coming of the global boss is less of a revolution than culture creep. Why, for example, don’t we hear much about the Japanese way of doing business, as we did in the ‘80s? Mostly because everyone has adopted it. Today American executives chant “corporate benchmarking” in their sleep and the Japanese idolize Bill Gates.

For global bosses, even time zones are a competitive edge.  An American president of Fujitsu PC in Milpitas, California once told how his team worked nonstop for months to develop software for Fujitsu’s brand new Lifebook notebook computers, the kind of cutting-edge product that just has to beat the competition to market. “When the work had been done in Japan, they would ship it here in the morning, our time. We did validation testing, wrote it up, and shipped the results back to them in the evening.”

“That sense of cross-border trust was a big step for a Japanese firm,” said the U.S. president of Fujitsu. So was Fujitsu’s decision to put him, a former Apple exec, in charge. He says that his Tokyo bosses “stopped thinking in terms of local control of worldwide enterprise.” Like global bosses everywhere, they can’t afford to.

Lecture Enhance 10.2

TYPE A MANAGERS

Up to 80 percent of corporate executives exhibit varying degrees of hostile behavior that, at the extreme, are working against the best interests of their own companies, according to David Glass, a social psychologist. The behavior being exhibited by these managers is called Type A. Type A personalities are compulsive work-oriented overachievers; Type B personalities are more laid-back. Type A behavior is characterized by impatience, irritation, anger, and aggression. In contrast to the 80 percent among managerial ranks, only 40 to 50 percent of the general population exhibits this type of behavior. Extreme Type A corporate executives are hostile to the employee involvement being used by firms as a means to improve worker morale and to increase productivity. Type A behavior is the reason why more companies have not made a successful transition to effective employee involvement despite widespread attention that has been devoted to work teams, quality circles, and other cooperative work place measures.

Type A managers are involved in a constant struggle to achieve more and more in less and less time. They see their enemies as the clock and other people, and typically try to measure their accomplishments in terms of numbers and speed.

In its extreme, Type A behavior is addictive in the same manner of other addictions, such as gambling and excessive use of alcohol. Managers who exhibit this behavior are at increased risk of heart disease and other stress-related illnesses and so are the people who work for them. The fuel for the addiction, in this case, is the body’s own adrenaline. The individual gets a bio-chemical “high” by creating crisis or stress situations and then putting out the fires. And just as alcohol often affects others in addition to the alcoholic, extreme Type A behavior often has negative effects upon others.

With their aggressive, action-oriented, impatient behavior, Type A’s are often viewed as the ideal management types. However, they do not always possess the edge in management success. When the job involves complex judgment, accuracy rather than speed, and working as part of a team, the more relaxed Type B’s tend to outperform them. This may be one reason why more Type B’s surface at the top levels of management, while the Type A’s dominate the ranks of middle management. Other reasons have also been advanced. First, it is likely that Type A’s, because of increased risk of heart attacks and other disabilities, just do not last long enough to rise to the highest levels. Another possibility is that the impatience and irritation that accompany extreme Type A behavior are often incompatible with the long-term decision-making strategies of top management. A third factor is that the hostile behavior of Type A’s may make them enemies along the way which can count against the managers when promotion time comes. Another alternative is that Type A’s are more likely to quit organizational life and become entrepreneurs.

Type A personalities are two and one-half times more likely to die of heart disease than Type B. Research has found that the poison ingredient is hostility. Chronic anger and hostility are harmful because they cause physical stress, which can lead to illness. Hostile men get angry more often and with greater intensity than others. Every time anger occurs it hits the heart. While specialists in personality believe hostility is a difficult trait to change, it is not impossible. 

Lecture Enhancer 10.3
AMERICA’S WORST BOSS

America’s worst boss of 1996 was sexist and a slob, a cheapskate and a cheater, greedy and gassy. The winner (loser?) of the nation’s fourth annual search for supervisors who make their employees’ flesh crawl was announced Tuesday by management techniques expert Jim Miller, who sorted through more than 300 entries.

The worst of the worst emerged from the East, but his identity must remain secret—the employee who nominated him is still working for Mr. Nasty and wants to keep his job (for now, at least.)

What makes him so awful? Here’s the winning nomination, submitted in the form of a want ad:

“Most Wanted List: Office manager. Successful candidate must be able to: Schedule fake business trips to spend time with another woman…Forcibly kiss secretary on the lips. Wear the same clothes all week…Cough in employees’ faces, and pass gas and act as though this is normal behavior.”

There’s more—26 reasons in all detailing the horrors of this person who brings his employees to a level of hell even Dante didn’t imagine.

“Rig company raffles and keep merchandise for yourself. Rub against employees whenever possible. …Separate a fast-food order to the correct employees by taking a bite out of each sandwich to determine its contents…Lie or cheat as long as yourself and only yourself will benefit.”

Miller, author of Best Boss, Worst Boss, also selected the nation’s best administrator: Bill Barnes, a principal at Spring Garden Elementary School in Bedford, Texas.

Having a rotten boss did pay off for the anonymous underling: He gets a one-week trip for two to Hawaii. Nominating her boss as the best boss meant the same prize for Andra Endebrock of Bedford.

MANAGEMENT IN ACTION

Notes for Topics for Discussion and Action

1.
Describe the steps managers can take to increase their power and ability to be effective leaders.

A manager should ensure that he or she has sufficient levels of power. For example, in order to use their legitimate power they must be given the authority or necessary responsibilities within the organization. The other sources of power that help a manager be an effective leader include reward power, coercive power, expert power, and referent power. A manager needs to use the power that he or she has in beneficial ways and not abuse it. For example, when using reward power, managers need to give or withhold tangible and intangible rewards to their subordinates. When using coercive power, they need to punish employees when necessary. This would include verbal reprimands, reductions in pay or working hours, or actual dismissal.  When using their expert power, managers must show that they have gained significant knowledge from their experience. And to maintain or increase referent power, a manager should behave in ways that encourage respect, admiration and loyalty from subordinates and coworkers.

2.
Think of specific situations in which it might be especially important for a manager to engage in consideration and initiating structure.

Leaders engage in consideration when they show their subordinates that they trust, respect, and care about them. A manager is performing consideration behaviors when he/she takes steps that will benefit the well being of his/her subordinates. It is always important for managers to show their subordinates respect, an example of consideration behavior. Due to the increasing importance of customer service, organizations are beginning to realize that if they are considerate and respectful to their employees, their employees in turn will be considerate and respectful to their customers.

Leaders engage in initiating structure when they take steps to make sure that the work gets done, subordinates perform their jobs acceptably, and the organization is efficient and effective. Delegating responsibilities is an example of initiating structure. When a manager assigns projects to subordinates or schedules their working hours and break times, he or she is initiating structure in the organization.

3.
Interview an actual manager to find out how the three situational characteristics that Fiedler identified are affecting the manager’s ability to provide leadership.

Fiedler identified three situational characteristics that are important in determining how favorable a situation is for leading. They include leader-member relations, task structure and position power.

Leader-member relations describes the extent to which followers like, trust, and are loyal to their leader. When a manager has good leader-member relations, the situation is more favorable for leading.

Task structure describes the extent to which the work to be performed by a leader’s subordinates is clear-cut, so that they know what needs to be accomplished and how to go about doing it. If an organization possesses high task structure, the situation is more favorable for leading.

Position power describes the amount of legitimate, reward, and coercive power a leader has by virtue of his or her position in an organization. If a manager has strong position power, the situation is more favorable for leading.

4.
Discuss why managers might want to change the behaviors they engage in, given their situation, their subordinates, and the nature of the work being done. Do you think managers are able to readily change their leadership behaviors? Why or why not?

Because different types of leading behaviors work best in different situations, the manager must understand of the nature of the situation. Subordinates are people with varied personalities, and people respond differently to different leadership behaviors and styles. A manager must also be cognizant of the different types of tasks performed by his or her subordinates. Some leadership behaviors are more appropriate certain tasks more so than for others. It is very important for managers to develop a way for determining what kinds of leader behaviors are likely to work in different situations in order to be effective and efficient managers.

5.
Discuss why substitutes for leadership can contribute to organizational effectiveness.
A leadership substitute is something that acts in place of the influence of a leader and makes leadership unnecessary. An organization may be fortunate to have extremely motivated employees who are able to perform the majority of their responsibilities without guidance from their managers. If employees are not in need of constant leadership than those who usually perform these functions are then able to spend their time doing other things required to increase the effectiveness of the organization.

6.
Describe what transformational leadership is and explain how managers can engage in it.
Transformational leadership occurs when a manager has an extremely dramatic effect on his or her subordinates and/or organizations. Transformational leadership occurs when managers change, or transform, their subordinates in three important ways:

(a) The manager makes subordinates aware of how important their jobs are for the organization and how important it is that they perform them as best as they can, so that the organization can obtain its goals.

(b) The manager makes their subordinates aware of the subordinates’ own needs for personal growth, development, and accomplishment.

(c) The manager motivates their subordinates to work for the good of the organization, not just for their own personal gain or benefit.

7.
Find an example of a company that has dramatically turned around its fortunes and improved its performance. Determine whether a transformational manager was behind the turnaround and what this manager did.

Answers will vary to this question will vary. The text uses the example of Heinrich von Pierer, chief executive of the German electronics company, Siemens. He dramatically transformed his company by encouraging his employees to be more innovative and take the steps needed to gain a competitive advantage.

Notes for Building Management Skills

Analyzing Failures of Leadership

Think about a situation you are familiar with in which a leader was very ineffective. Then, answer the following questions:

1.
What sources of power did this leader have? Did the leader have enough power to influence his or her followers?

(Note to Instructor:  Student answers will vary based on their personal experiences. Information is provided to define the terms used in the questions.)

The sources of power are legitimate power, reward power, coercive power, expert power, and referent power. Legitimate power is the authority a manager has by virtue of his or her position in an organization’s hierarchy. Reward power is based on the ability of a manager to fire or withhold tangible rewards such as pay raise, bonuses or choice job assignments and intangible rewards such as verbal praise, a pat on the back or respect. Coercive power comes from the ability of a manager to punish subordinates by means ranging from verbal reprimands to actual dismissal. Expert power is based in the special knowledge, skills, and expertise that a leader possesses. Referent power is a function of the personal characteristics of leader that result in subordinates’ and coworkers’ respect, admiration, and loyalty of and to the leader.

2.
What kinds of behaviors did this leader engage in? Were they appropriate for the situation? Why or why not?

Leaders who show their subordinates that they trust, respect, and care about them are engaged in consideration behavior. Leaders who are mostly concerned about making sure that the work gets done are engaged in initiating structure behavior. These are independent behaviors. Leaders can be high on both, low on both, or high on one and low on the other. 

According to Fiedler, it is important that a leader’s style be correctly matched with the situation in order for the leader to be effective. Task oriented leaders are most effective in situations in which leader-member relations are good.  Task structure can be either high or low and position power can be either weak or strong.  In all other situations, a relationship-oriented leader will be more effective.

3.
From what you know, do you think this leader was a task-oriented leader or a relationship-oriented leader? How favorable was this leader’s situation for leading?

Relationship-oriented leaders are primarily concerned with developing good relationships with their subordinates and being liked by them, focusing on having high quality interpersonal relationships Task-oriented leaders are primarily concerned with ensuring that subordinates perform at a high level, focusing on making sure that the job gets done. 

Fiedler identified three situational characteristics that determine whether the situation is favorable for leading. They include: leader-member relations, task structure, and position power. These are discussed further in #3 of Topics for Discussion and Action.

4.
What steps did this leader take to motivate his or her followers? Were these steps appropriate or inappropriate? Why?

Steps the leader could have taken to motivate his or her followers include the following:

(a) Practice open communication.

(b) Be clear of your expectations of followers.

(c) Guide followers in setting reasonable goals and challenging goals.

(d) Reward followers for high performance and goal attainment.

(e) Express confidence in followers’ abilities.

(f) Provide the support that followers need to obtain goals or fulfill responsibilities.

(g) Look out for best interests of followers.

(h) Allow followers a say in decisions that affect them.

The appropriateness of specific motivational techniques will depend on many factors, including the follower’s needs, expectancies, and possible concerns about overpayment or underpayment inequity.

5.
What signs, if any, did this leader show of being a transformational leader?

A transformational leader has an extremely dramatic effect on his/her subordinates and/or organization. They are charismatic, intellectually stimulating to subordinates, and engage in developmental consideration. Transformational leadership occurs when managers change (or transform) their subordinates in three important ways:

(a) The manager makes subordinates aware of how important their jobs are for the organization and how necessary it is that they perform them as best as they can, so that the organization can obtain its goals.

(b) The manager makes their subordinates aware of the subordinates’ own needs for personal growth, development, and accomplishment.

(c) The manager motivates their subordinates to work for the good of the organization, not just for their own personal gain or benefit.

Notes for Small Group Breakout Exercise

Improving Leadership Effectiveness

1.
Analyze the sources of power that Caruso has available to her to influence the decorators. What advice can you give her to either increase her power or use her existing power more effectively?

Caruso has available to her at least four sources of power, including legitimate, reward, coercive, and expert power. By nature of her hands-off approach she is currently not using her legitimate power. She is the owner of the company and has the right to define the acceptable practices to be performed by her employees, such as respect to customers. Her expert power can also help here. Since she has been very successful in the past and has experienced an increase in business, she must convey to her decorators that she knows how to satisfy customers and that they do not. If her employees choose not to respond to her legitimate and expert power, she must use her coercive power by reprimanding them or withholding top assignments from them until their customers are more satisfied. If employees respond to her legitimate power and when customers are pleased with the decorator’s work and attitude, then she should exercise her reward power by praising them and considering a bonus system.

2.
Given what you have learned in this chapter (for example, from the behavior model and path-goal theory), does Caruso seem to be performing appropriate leader behaviors in this situation? What advice can you give her about the kinds of behaviors she should perform?

Caruso does not seem to be performing appropriate behaviors. She is nowhere close to performing the steps that are suggested in path-goal theory to motivate subordinates. She should clearly identify the outcomes that her decorators are trying to achieve from the situation. Do they actually want to make customers unhappy or are they unaware that is what they are doing? She needs to clarify to the decorators the paths that they need to take to ensure customer satisfaction. They might need to be shown what are appropriate and inappropriate ways of dealing with customers. When they follow this path she should reward the decorators for high performance, especially when they behave in ways that makes the customer happy. 

The behavior model of leadership includes the behavior of consideration and initiating structure. Caruso is showing consideration when she practices her hands on approach, giving her designers creative control over their products. However, she is not initiating structure, which is detrimental to the organization. She needs to more effectively manage her decorators by letting them know what behaviors are expected of them, which could include rules such being on time, keeping all appointments, and being courteous to customers. 

3.
What steps would you advise Caruso to take to increase the decorator’s motivation to deliver high quality customer service?

In order to increase the decorator’s motivation, Caruso should initiate structure and set goals for them to accomplish. She should also motivate workers to perform at the highest level possible by setting challenging goals, expecting them to be met, and showing that she is confident that the decorators will be able to meet those goals.

4.
Would you advise Caruso to try to engage in transformational leadership in this situation? If not, why not? If so, what steps would you advise her to take.
Caruso should engage in transformational leadership. This would include making the decorators aware of how important their jobs and behaviors are for the success of the organization. If they service customers who wind up unhappy, these customers will not request their services again, not recommend their services to friends and neighbors, and perhaps speak negatively about the organization.  All of this would be very detrimental to the business. She should also make them aware that in order to foster their personal growth and success, they must create satisfied customers that will speak very highly of their abilities. She should also motivate her decorators to work for the good of the organization and behave in ways that will help, not hinder, the success of it.

Notes for You’re the Management Consultant 

Jim might work on being more of a transformational leader. If he stays on the sidelines, it appears that nothing will change. His current leadership strength has been in the area of initiating structure, demonstrated by his implementation of the new action plans.  But he now needs to work on transforming his subordinates.  Jim can also work on engaging in developmental consideration by going out of his way to support and encourage subordinates and giving them opportunities to enhance their skills and grow and excel on the job.

MANAGING ETHICALLY

(Note to Instructor:  Student answers will vary.) 

1.
Either alone or in a group, think about the ethical implications of the use of coercive power. 

A manager that heavily relies upon coercive power to manage his or her employees must be careful to never ‘cross the line’ by engaging in behaviors that can be seen by subordinates as unfair, offensive, demeaning, or abusive. 
2. To what extent do managers and organizations have an ethical obligation to put limits on the extent to which coercive power is exercised?

Organizations must ensure that all managers, including those that rely upon coercive power, always remain within the boundaries of professional and ethical conduct.  This is especially important since as leaders, managers are expected to set an example for subordinates.  Behaviors sometimes associated with coercive power that should never be tolerated include yelling, use of profane language, or abrupt, unjustified demotion or dismissals. 

CASE FOR DISCUSSION

Case Synopsis:  Maintaining Growth and Profitability in an Internet Company: Meg Whitman Continues to Transform eBay

The online auction company, eBay, has experienced an enviable record of growth and profitability. CEO Meg Whitman has contributed much to the company’s success by leading it with vision, values, balance, confidence, and trust in her employees. Whitman treats every employee with respect. She is task-oriented, works hard, and expects the same from her employees. Her drive is balanced by the belief that work should be fun. 

Questions:

1. How would you characterize Meg Whitman’s personal leadership style?

Meg Whitman trusts and respects her employees, treats them well, yet strives to ensure that they are motivated and work hard.  She works hard herself and recognizes the importance of each of the principal tasks of managing.  She is very forward looking and visionary.

2. What kinds of leader behaviors does she engage in?

Whitman engages in both initiating structure and consideration. Her willingness to work well into the night with her subordinates to solve company problems is an example of her engagement in initiating structure. The concern she demonstrates for her employees is an example of her engagement in consideration.

3. To what extent does Whitman engage in transformational leadership?

Whitman is a charismatic leader who had a vision to transform both the company and its employees. Her visionary leadership transformed the company from an obscure anomaly with 20 employees into a multi-million dollar enterprise with 2,000 employees that is now a respected leader in its industry.

4. How does Whitman motivate employees at eBay?

Whitman motivates her employees by meeting both their lower level and higher level needs with a combination of intrinsic and extrinsic motivators. Intrinsic motivators include a work environment in which employees are empowered to make significant contributions that are recognized by others.  Extrinsic motivators include bonuses, stock options, and a generous benefits package.

BUSINESS WEEK CASES IN THE NEWS

Case Synopsis:  Who’s Afraid of a Little Mud? 

Joe Luter is CEO and chairman of Smithfield Foods, the largest hog butcher in the world. His company controls 12 % of hog farming, which is triple the size of its nearest competitor, and 20% of processing. Investors love him because they have been able to reap the rewards of Luter’s success with a nearly 100-fold increase in Smithfield’s share price since 1981. Because of the way he manages his company, however, he has created many enemies.  They include environmentalists, animal rights activists, independent farmers, and the state of North Carolina. The charges against him range from polluting North Carolina waterways with hog waste to putting small farmers out of business.

Questions:

1. How would you characterize Joe Luter’s personal leadership role?

Luter describes himself as a risk-taker and an opportunist, and does not consider himself a professional manager. Some describe him as a bully, while others see him as a visionary who possessed the strategic capability to turn a failing company around. He could be classified as a task-oriented leader who is primarily interested in accomplishing goals rather than building relationships.

2. Do you think that his leadership behavior is questionable on ethical grounds? Why or why not?

Students' answers will vary, depending on their view of professional ethics and corporate social responsibility. However, environmentalists, animal rights activists, independent farmers, and the state of North Carolina have accused Luter of ignoring the concerns of various stakeholder groups.
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