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LEARNING OBJECTIVES
 Define leadership.
 Present the background and classic studies of leadership.
 Discuss the traditional theories of leadership, including the trait, group and exchange, 


contingency, and path-goal approaches.
 Identify modern theoretical processes for leadership, such as charismatic, transforma-


tional, substitutes, and now authentic leadership.
 Examine leadership across cultures giving special attention to the GLOBE project.


This chapter on leadership processes and the next on great leaders’ styles, activities, and 
skills are an appropriate conclusion to the study of organizational behavior. Leadership is 
the focus and conduit of most of the other areas of organizational behavior. The first half of 
this chapter deals with the definition and classical background. The last half then presents 
the major theoretical processes of leadership. Particular attention is devoted to both tradi-
tional and modern theories of leadership.


WHAT IS LEADERSHIP?


Leadership has probably been written about, formally researched, and informally discussed 
more than any other single topic. The introduction to a recent article on leadership noted, 
“Professors and pupils, historians and psychologists, management gurus and motivational 
speakers, political hacks and statesmen—is there anybody who doesn’t have an opinion on 
what constitutes a good leader?”1 Despite all this attention given to leadership, there 
remains considerable controversy. For example, in one of his articles, leadership guru War-
ren Bennis gives the title “The End of Leadership” to make the point that effective leader-
ship cannot exist without the full inclusion, initiatives, and the cooperation of employees. In 
other words, one cannot be a great leader without great followers.2 Another leadership guru, 
Barry Posner, makes the following observations about the needed change in how business 
leadership is viewed:


In the past, business believed that a leader was like the captain of a ship: cool, calm, col-
lected. Now, we see that leaders need to be human. They need to be in touch, they need 
to be empathetic, and they need to be with people. Leaders need to be a part of what’s 
going on, not apart from what’s going on.3


CHAPTER 13
Effective Leadership Processes
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Globalization has also changed the traditional view of an organizational leader as “the 
heroic individual, often charismatic, whose positional power, intellectual strength, and per-
suasive gifts motivate followers. But this is not necessarily the ideal in Asia, nor does it 
match the requirements in large global corporations, where forms of distributed and shared 
leadership are needed to address complex interlocking problems.”4


There are also problems with the ways leaders have been traditionally developed, a 
multi-billion dollar effort. For example, we note on the opening page of our (Avolio and 
Luthans) book on authentic leadership development that “we are dismayed at how few 
leadership development programs actually can substantiate that even one leader has been 
developed as a consequence of most programs.”5 As a result, new paradigms of leadership 
development are beginning to emerge. For example, the director of Leadership at Google 
commented, “In the ’90s at Pepsi, I taught leaders to develop leaders. Now I ask people 
within the company to name employees they respect and then give them training tasks.”


In spite of the seeming discontent, at least with the traditional approaches to leadership 
theory, practice, and development, throughout history the difference between success and 
failure, whether in a war, a business, a protest movement, or a basketball game, has been 
attributed to leadership. A Gallup survey indicates that most employees believe that it is the 
leader, not the company, that guides the culture and creates situations where workers can 
be happy and successful.6 As the opening statement of a recent cover story on leadership 
in Fortune declares, “Your competition can copy every advantage you’ve got—except one. 
That’s why the best companies are realizing that no matter what business they’re in, their 
real business is building leaders.”7


Regardless of all the attention given to leadership and its recognized importance, it 
does remain pretty much of a “black box,” or unexplainable concept. It is known to exist 
and to have a tremendous influence on human performance, but its inner workings and spe-
cific dimensions cannot be precisely spelled out. Despite these inherent difficulties, many 
attempts have been made over the years to define leadership.8 Unfortunately, almost every-
one who studies or writes about leadership defines it differently. About the only common-
ality is the role that influence plays in leadership.9


In recent years, many theorists and practitioners have emphasized the difference 
between managers and leaders. For example, as Bennis has noted: “To survive in the 
twenty-first century, we are going to need a new generation of leaders—leaders, not man-
agers. The distinction is an important one. Leaders conquer the context—the volatile, tur-
bulent, ambiguous surroundings that sometimes seem to conspire against us and will surely 
suffocate us if we let them—while managers surrender to it.”10 He then goes on to point 
out his thoughts on some specific differences between leaders and managers, as shown in 
Table 13.1. Obviously, these are not scientifically derived differences, but it is probably 
true that an individual can be a leader without being a manager and be a manager without 
being a leader.11


Although many specific definitions could be cited, most would depend on the theoret-
ical orientation taken. Besides influence, leadership has been defined in terms of group 
processes, personality, compliance, particular behaviors, persuasion, power, goal achieve-
ment, interaction, role differentiation, initiation of structure, and combinations of two or 
more of these.12 The extremely turbulent, adverse environment facing organizational lead-
ers in recent years has led Bennis and Thomas to conclude:


One of the most reliable indicators and predictors of true leadership is an individual’s 
ability to find meaning in negative events and to learn from even the most trying cir-
cumstances. Put another way, the skills required to conquer adversity and emerge Co
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stronger and more committed than ever are the same ones that make for extraordinary 
leaders.13


In recent years, Avolio, Luthans, and colleagues have put more focus on authentic
leaders, which means “to know oneself, to be consistent with oneself, and to have positive 
and strength-based orientations toward one’s development and the development of others. 
Such leaders are transparent with their values and beliefs. They are honest with themselves 
and with others. They exhibit a higher level of moral reasoning capacity, allowing them to 
judge between gray and shades of gray.”14 And as the former head of successful medical 
technology firm Medtronic, and now author/ lecturer, Bill George says, authentic leaders 
“bring people together around a shared mission and values and empower them to lead, in 
order to serve their customers while creating value for all their stakeholders.”15 This 
authentic leadership is considered a root construct that is considered necessary, but not suf-
ficient, for other types of leadership covered in this chapter and the next.


Perhaps as good a simple definition of leadership as any comes from a Fortune article, 
which states: “When you boil it all down, contemporary leadership seems to be a matter of 
aligning people toward common goals and empowering them to take the actions needed to 
reach them.”16 An equally good definition of leadership is implied in former hockey great 
Wayne Gretzky’s famous quote: “I don’t go where the puck is; I go to where the puck is 
going to be.” But, as Bennis points out, “the issue is not just interpreting and envisioning 
the future, or knowing where the puck is going to be, but being able to create the kind of 
meaning for people, the values that make sense to them, where there’s enough trust in the 
system so it’s going to stick.”17 For the purpose of this chapter, the specific definition that 
is used is not important. What is important is to interpret leadership in terms of a specific 
theoretical process and to realize that leadership, however defined, does make a difference. 


THE HISTORICALLY IMPORTANT STUDIES ON LEADERSHIP


Unlike many other topics in the field of organizational behavior, there are a number of 
studies and a considerable body of knowledge on leadership. A review of the better-known 
classic studies can help set the stage for the traditional and modern theories of leadership.


TABLE 13.1. Some Characteristics of Managers Versus Leaders in the Twenty-First Century


Manager Characteristics Leader Characteristics


• Administers
• A copy
• Maintains
• Focuses on systems and structure
• Relies on control
• Short-range view
• Asks how and when
• Eye on the bottom line
• Imitates
• Accepts the status quo
• Classic good soldier
• Does things right


• Innovates
• An original
• Develops
• Focuses on people
• Inspires trust
• Long-range perspective
• Asks what and why
• Eye on the horizon
• Originates
• Challenges the status quo
• Own person
• Does the right thing


Source: Adapted from Warren G. Bennis, “Managing the Dream: Leadership in the 21st Century,” Journal of Organizational Change 
Management, Vol. 2, No. 1, 1989, p. 7.
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The Iowa Leadership Studies


A series of pioneering leadership studies conducted in the late 1930s by Ronald Lippitt 
and Ralph K. White under the general direction of Kurt Lewin at the University of Iowa 
have had a lasting impact. Lewin is recognized as the father of group dynamics and as an 
important cognitive theorist. In the initial studies, hobby clubs for ten-year-old boys were 
formed. Each club was submitted to all three different styles of leadership— authoritarian, 
democratic, and laissez-faire. The authoritarian leader was very directive and allowed no 
participation. This leader tended to give individual attention when praising and criticizing, 
but tried to be friendly or impersonal rather than openly hostile. The democratic leader 
encouraged group discussion and decision making. This leader tried to be “objective” in 
giving praise or criticism and to be one of the group in spirit. The laissez-faire leader gave 
complete freedom to the group; this leader essentially provided no leadership.


Unfortunately, the effects that styles of leadership had on productivity were not 
directly examined. The experiments were designed primarily to examine patterns of 
aggressive behavior. However, an important by-product was the insight that was gained 
into the productive behavior of a group. For example, the researchers found that the boys 
subjected to the autocratic leaders reacted in one of two ways: either aggressively or apa-
thetically. Both the aggressive and apathetic behaviors were deemed to be reactions to the 
frustration caused by the autocratic leader. The researchers also pointed out that the apa-
thetic groups exhibited outbursts of aggression when the autocratic leader left the room or 
when a transition was made to a freer leadership atmosphere. The laissez-faire leadership 
climate actually produced the greatest number of aggressive acts from the group. The dem-
ocratically led group fell between the one extremely aggressive group and the four apa-
thetic groups under the autocratic leaders.


Sweeping generalizations on the basis of the Lippitt and White studies are dangerous. 
Preadolescent boys making masks and carving soap are a long way from adults working in 
a complex, modern organization. Furthermore, from the viewpoint of today’s behavioral 
science research methodology, many of the variables were not controlled. Nevertheless, 
these leadership studies have important historical significance. They were the first attempts 
to determine, experimentally, what effects styles of leadership have on a group. Like the 
Hawthorne studies presented in Chapter 1, the Iowa studies are too often automatically dis-
counted or at least marginalized because they are hard to generalize to modern organiza-
tional leadership. The value of the studies was that they were the first to analyze leadership 
from the standpoint of scientific methodology, and, more important, they showed that dif-
ferent styles of leadership can produce different, complex reactions from the same or sim-
ilar groups.


The Ohio State Leadership Studies


At the end of World War II, the Bureau of Business Research at Ohio State University 
initiated a series of studies on leadership. An interdisciplinary team of researchers from 
psychology, sociology, and economics developed and used the Leader Behavior Descrip-
tion Questionnaire (LBDQ) to analyze leadership in numerous types of groups and situa-
tions. Studies were made of Air Force commanders and members of bomber crews; 
officers, noncommissioned personnel, and civilian administrators in the Navy Department; 
manufacturing supervisors; executives of regional cooperatives; college administrators; 
teachers, principals, and school superintendents; and leaders of various student and civilian 
groups.Co
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The Ohio State studies started with the premise that no satisfactory definition of lead-
ership existed. They also recognized that previous work had too often assumed that lead-
ership was synonymous with good leadership. The Ohio State group was determined to 
study leadership, regardless of definition or whether it was effective or ineffective.


In the first step, the LBDQ was administered in a wide variety of situations. In order 
to examine how the leader was described, the answers to the questionnaire were then sub-
jected to factor analysis. The outcome was amazingly consistent. The same two dimensions 
of leadership continually emerged from the questionnaire data. They were consideration
and initiating structure. These two factors were found in a wide variety of studies encom-
passing many kinds of leadership positions and contexts. The researchers carefully empha-
size that the studies show only how leaders carry out their leadership function. Initiating 
structure and consideration are very similar to the time-honored military commander’s 
functions of mission and concern with the welfare of the troops. In simple terms, the Ohio 
State factors are task or goal orientation (initiating structure) and recognition of individual 
needs and relationships (consideration). The two dimensions are separate and distinct from 
each other.


The Ohio State studies certainly have value for the study of leadership. They were the 
first to point out and emphasize the importance of both task and human dimensions in 
assessing leadership. This two-dimensional approach lessened the gap between the strict 
task orientation of the scientific management movement and the human relations emphasis, 
which had been popular up to that time. Interestingly, when Colin Powell, usually consid-
ered one of the most-effective and most-admired leaders of recent years, speaks of his own 
leadership process, he uses this two-dimensional approach. Today leadership is recognized 
as both multidimensional, as first pointed out by the Ohio State studies, and multilevel 
(person, dyad, group, and collective/community).18


The Early Michigan Leadership Studies


At about the same time that the Ohio State studies were being conducted, a group of 
researchers from the Survey Research Center at the University of Michigan began their 
studies of leadership. In the original study at the Prudential Insurance Company, 12 high-
low productivity pairs of groups were selected for examination. Each pair represented a 
high-producing section and a low-producing section, with other variables such as type of 
work, conditions, and methods being the same in each pair. Nondirective interviews were 
conducted with the 24 section supervisors and 419 clerical workers. Results showed that 
supervisors of high-producing sections were significantly more likely to be general rather 
than close in their supervisory styles and be employee-centered (have a genuine concern 
for their people). The low-producing-section supervisors had essentially opposite charac-
teristics and techniques. They were found to be close, production-centered supervisors. 
Another important, but sometimes overlooked, finding was that employee satisfaction was 
not directly related to productivity, the type of supervision was the key to their perfor-
mance.


The general, employee-centered supervisor, described here, became the standard-
bearer for the traditional human relations approach to leadership. The results of the Pruden-
tial studies were always cited when human relations advocates were challenged to prove 
their theories. The studies have been followed up with hundreds of similar studies in a wide 
variety of industrial, hospital, governmental, and other organizations. Thousands of 
employees, performing unskilled to highly professional and scientific tasks, have been ana-
lyzed. Rensis Likert, the one-time director of the Institute for Social Research of the Uni-Co
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versity of Michigan, presented the results of the years of similar research in his books and 
became best known for his “System 4” (democratic) leadership style.


TRADITIONAL THEORIES OF LEADERSHIP


The Iowa, Ohio State, and Michigan studies are three of the historically most important 
leadership studies for the field of organizational behavior. Unfortunately, leadership 
research has not surged ahead from this relatively auspicious beginning. Before analyzing 
the current status of leadership research, it is important also to examine the theoretical 
development that has occurred through the years.


There are several distinct theoretical bases for leadership. At first, leaders were felt to 
be born, not made. This so-called great person theory of leadership implied that some indi-
viduals are born with certain traits that allow them to emerge out of any situation or period 
of history to become leaders. Similar to research on personality, showing the impact of 
genetics and neurology/brain research (see Chapter 5), there is recent interest in the role 
that genetics and hardwiring may play in leadership. For example, one non-research-based 
analysis noted: “Our experience has led us to believe that much of leadership talent is hard-
wired in people before they reach their early or mid-twenties”19 and researchers at the Uni-
versity of Minnesota have used large samples of twins to investigate whether genetics 
predicts leadership. Preliminary findings indicate that genetics may account for around a 
third of the variance in leadership style and emergence in leadership roles, but the majority 
still comes from development.20


Perhaps the best way to view the born versus made issue is to recognize the interaction 
between the two. As noted by Avolio and Luthans:


We already know that how a person’s genetic makeup engages and is affected by its 
environment is not stable. Instead, the genetic–environment interaction is elastic (i.e., 
changes) over time. Specifically, as the “genetic program” unfolds, it is greatly affected 
by the context in which it unfolds.21


In other words, as was pointed out in the discussion of personality in Chapter 5, leadership 
is affected by both nature (genetics) and nurture (development).


Traditionally, however, the great person approach became associated with the trait 
theory of leadership. The trait approach is concerned mainly with identifying the personal-
ity traits of the leader. Dissatisfied with this trait approach, and stimulated by research such 
as the pioneering Ohio State studies, researchers next switched their emphasis from the 
individual leader’s traits to the group being led. In the group approach, leadership is viewed 
more in terms of the leader’s behavior and how such behavior affects and is affected by the 
group of followers. This role of the follower in leadership has received little attention over 
the years. As Avolio concluded in his summary of the leadership research literature, 
“unfortunately, most leadership research has considered the follower a passive or nonexis-
tent element when examining what constitutes leadership.”22


In addition to the leader’s traits and the group, the situation then began to receive 
increased attention in leadership theory. The situational approach was initially called Zeit-
geist (a German word meaning “spirit of the time”); the leader is viewed as a product of the 
times and the situation. The person with the particular qualities or traits that a situation 
requires will emerge as the leader. This view has much historical support as a theoretical 
basis for leadership and serves as the basis for situational—and then termed contingency 
and now contextual—theories of leadership. Fiedler’s classic contingency theory, which Co
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suggests that leadership styles must fit or match the situation in order to be effective, is the 
best known. Another traditional situational, or contingency, theory took some of the expec-
tancy concepts of motivation that are discussed in Chapter 6 and applied them to leadership 
and situations. Called the path-goal theory of leadership, it is an attempt to synthesize moti-
vational and leadership processes. The following sections examine these traditionally rec-
ognized trait, group, contingency, and path-goal theories of leadership.


Trait Theories of Leadership


The scientific analysis of leadership started off by concentrating on the trait approach 
to leadership. Attention was given to the search for universal traits possessed by leaders. 
The results of this voluminous early research effort were generally very disappointing. 
Only intelligence seemed to hold up with any degree of consistency. When these findings 
were combined with those of studies on physical traits, the conclusion seemed to be that 
leaders were bigger and brighter than those being led, but not too much so. For example, 
this line of research concluded that the leader was more intelligent than the average of the 
group being led, but, interestingly, was not the most intelligent of the group. Political ana-
lysts indicate that candidates should not come across as too intelligent to be electable, and 
the most intelligent member of a criminal gang is not the leader, but usually a lieutenant of 
the leader, the “brains” of the outfit.


When the trait approach was applied to organizational leadership, the result was even 
cloudier. One of the biggest problems is that all managers think they know what the quali-
ties of a successful leader are. Obviously, almost any adjective can be used to describe a 
successful leader. However, it should be recognized that there are semantic limitations and 
historically, little supporting evidence on these observed descriptive traits and successful 
leadership. In recent years, however, with the emergence of the importance of the “Big 
Five” personality traits in organizational behavior (see Chapter 5), the trait approach to 
leadership effectiveness has resurfaced. For example, a recent qualitative and quantitative 
meta-analysis review found strong empirical support for the leader trait perspective when 
traits are organized according to the five-factor model.23 Specifically, the personality trait 
of extraversion had the highest (.31) average correlation with leader emergence and lead-
ership effectiveness, followed by conscientiousness (.28), openness to experience (.24), 
neuroticism (.24), and nonsignificant agreeableness (.08).24 These results and newly devel-
oped traitlike theoretical frameworks such as the motivation to lead (MTL), which has been 
demonstrated to predict leadership potential,25 indicate that a dispositional, traitlike 
approach to leadership is still alive and may have potential for the future.


From Traits to States and Skills Development


Picking up where the fixed, traitlike approach to leadership has left off are the newly 
emerging states and more-established skills for leadership development. Still in the tradi-
tion of concentrating on the great person approach, but moving away from a strict traits 
approach and serving as a bridge to the situational theories, are the newly emerging psy-
chological states. As presented in Chapter 7, the statelike (situationally based capacities, 
those open to development and change, as opposed to the dispositional, relatively fixed 
traits) positive organizational behavior (POB) constructs have potential for understanding 
and developing leadership.26 Specifically, both intuitive and beginning research evidence 
indicate that optimism,27 hope,28 resiliency,29 emotional intelligence,30 and especially Co
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self-efficacy31 are related to effective leaders. Incorporating these POB variables of the 
leader—describing who they are—into newly emerging theories such as authentic leader-
ship32 (described in the introductory definitions and more fully later in the chapter) seems 
important for the development of leadership to meet today’s challenges.


In addition to developing the POB states, another departure from the trait approach 
that still focuses on leaders themselves is their skill development. For example, a number 
of years ago, Katz identified the technical, conceptual, and human skills needed for effec-
tive management.33 Yukl includes leadership skills such as creativity, organization, per-
suasiveness, diplomacy and tactfulness, knowledge of the task, and the ability to speak 
well.34


These skills have become very important in the application of leadership theory and 
are also given specific attention in the next chapter.


Closely related to the skills approach is the study of leader “competencies.” One 
stream of research has identified several such competencies that are related to leadership 
effectiveness both in the United States and other cultures:35


1. Drive, or the inner motivation to pursue goals
2. Leadership motivation, which is the use of socialized power to influence others to 


succeed
3. Integrity, which includes truthfulness and the will to translate words into deeds
4. Self-confidence that leads others to feel confidence, usually exhibited through various 


forms of impression management directed at employees
5. Intelligence, which is usually focused in the ability to process information, analyze 


alternatives, and discover opportunities
6. Knowledge of the business, so that ideas that are generated help the company to sur-


vive and thrive
7. Emotional intelligence, based on a self-monitoring personality, making quality lead-


ers strong in situation sensitivity and the ability to adapt to circumstances as needed


Importantly, these competencies seem to hold in the current environment facing organiza-
tional leaders, but require further theory building and research.


Group and Exchange Theories of Leadership


The group theories of leadership have their roots in social psychology. Classic 
exchange theory, in particular, serves as an important basis for this approach. Discussed in 
previous chapters, this means simply that the leader provides more benefits/rewards than 
burdens/costs for followers. There must be a positive exchange between the leaders and 
followers in order for group goals to be accomplished. Pioneering theorist Chester Barnard 
applied such an analysis to managers and subordinates in an organizational setting more 
than a half-century ago. More recently, this social exchange view of leadership has been 
summarized by Yammarino and Dansereau as follows:


In work organizations, the key partners involved in exchange relationships of invest-
ments and returns are superiors and subordinates. Superiors make investments (e.g., 
salary, office space) in and receive returns (e.g., performance) from subordinates; sub-
ordinates make investments in and receive returns from superiors; and the investments 
and returns occur on a one-to-one basis in each superior-subordinate dyad.36Co
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This quotation emphasizes that leadership is an exchange process between the leader 


and followers. Social psychological research can be used to support this notion of 
exchange. Table 13.2 compares and contrasts the theory and research on three domains of 
leadership. Importantly, although traditionally ignored, there is considerable evidence that 
followers affect leaders, and there is considerable theory and research on the relationship, 
or exchange-based, approach to leadership.


Followers’ Impact on Leaders


A growing number of research studies indicate that followers/associates may actually 
affect leaders as much as leaders affect followers/associates. For example, one study found 
that when associates were not performing very well, the leaders tended to emphasize the 
task or initiating structure, but when associates were doing a good job, leaders increased 
emphasis on their people or consideration.37 In a laboratory study it was found that group 
productivity had a greater impact on leadership style than leadership style had on group 
productivity,38 and in another study it was found that in newly formed groups, leaders may 
adjust their supportive behavior in response to the level of group cohesion and arousal 
already present.39 In other words, such studies seem to indicate that followers affect lead-
ers and their behaviors as much as leaders and their behaviors affect followers. Some prac-
ticing managers, such as the vice president of Saga Corporation, feel that employees lack 
followership skills, and there is growing evidence that these skills are becoming increas-
ingly important.40 In other words, it is probably not wise to ignore followership. Most man-


TABLE 13.2. Summary of Three Leader-Based Follower-Based Relationship-Based Domains
of Leadership


Leader-Based Follower-Based Relationship-Based


What is leadership Appropriate behavior of the 
person in leader role


Ability and motivation to manage 
one’s own performance


Trust, respect, and mutual 
obligation that generates 
influence between parties


What behaviors constitute 
leadership?


Establishing and 
communicating vision;
inspiring, instilling pride


Empowering, coaching, 
facilitating, giving up control


Building strong relationships 
with followers; mutual learning 
and accommodation


Advantages Leader as rallying point
for organization; common 
understanding of mission
and values; can initiate
whole-sale change


Makes the most of follower 
capabilities; frees up leaders
for other responsibilities


Accommodates differing needs 
of subordinates; can elicit 
superior work from different 
types of people


Disadvantages Highly dependent on leader; 
problems if leader changes or
is pursuing inappropriate vision


Highly dependent on follower 
initiative and ability


Time consuming; relies on long-
term relationship between 
specific leaders and members


When appropriate? Fundamental change; 
charismatic leader in place; 
limited diversity among 
followers


Highly capable and task-
committed followers


Continuous improvement of 
teamwork; substantial diversity 
and stability among followers; 
network building


Where most effective? Structured tasks; strong leader 
position power; member 
acceptance of leader


Unstructured tasks; weak 
position power; member 
nonacceptance of leader


Situation favorability for leader 
between two extremes


Source: Adapted from George B. Graen and Mary Uhl-Bien, “Development of Leader–Member Exchange (LMX) Theory of Leadership 
over 25 Years: Applying a Multi-Level Multi-Domain Perspective,” Leadership Quarterly, Vol. 6, No. 2, 1995, p. 224.
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agers feel that their associates have an obligation to follow and support their leader and 
Kellerman argues that this arrangement is in the natural order of things (e.g., the “pecking 
order” of chickens in the barnyard or the dominant alpha male in the wolf pack). She con-
cludes, “in order for large groups to govern themselves effectively, some must be willing 
to be leaders, others must be willing to be followers, and the majority must be willing to go 
along with this arrangement.”41 As the CEO of Commerce Union Corporation noted in a 
Wall Street Journal article: “Part of a subordinate’s responsibility is to make the boss look 
good.”


The Leader-Member Exchange (LMX) Model


Relevant to the exchange view of leadership is the vertical dyad linkage (VDL) 
approach,42 now commonly called leader-member exchange (LMX).43 LMX theory says 
that leaders treat individual followers differently. In particular, leaders and their associates 
develop dyadic (two-person) relationships that affect the behavior of both. For example, 
associates who are committed and who expend a lot of effort for the unit are rewarded with 
more of the leader’s positional resources (for example, information, confidence, and con-
cern) than those who do not display these behaviors.


Over time, the leader will develop an “in-group” of associates and an “out-group” of 
associates and treat them accordingly. Thus, for the same leader, research has shown that 
in-group associates report fewer difficulties in dealing with the leader and perceive the 
leader as being more responsive to their needs than out-group associates do.44 Also, leaders 
spend more time “leading” members of the in-group (that is, they do not depend on formal 
authority to influence them), and they tend to “supervise” those in the out-group (that is, 
they depend on formal roles and authority to influence them).45 Finally, there is evidence 
that members of the in-group (those who report a high-quality relationship with their 
leader) assume greater job responsibility, contribute more to their units, and are rated as 
higher performers than those reporting a low-quality relationship.46


This exchange theory has been around for some time now, and although it is not with-
out criticism,47 in general, the research continues to be relatively supportive.48 However, 
as traditionally presented, LMX seems to be more descriptive of the typical process of role 
making by leaders, rather than prescribing the pattern of downward exchange relations 
optimal for leadership effectiveness.49 Research is also using more sophisticated method-
ologies50 and suggests that there are a number of moderators in the LMX-performance 
relationship.51


Graen and Uhl-Bien have emphasized that LMX has evolved through various stages: 
(1) the discovery of differentiated dyads; (2) the investigation of characteristics of LMX 
relationships and their organizational implications/outcomes; (3) the description of dyadic 
partnership building; and (4) the aggregation of differentiated dyadic relations to group and 
network levels.52 New insights into the manner in which leaders differentiate between 
employees in order to form in-groups and out-groups may in part be explained by social 
network analysis. Positive social networks and exchange processes assist leaders in select-
ing those who may become part of the inner circle of an organization.53 Also, the fourth 
stage recognizes the new cross-functional or network emphasis in organizations and even 
external relations with customers, suppliers, and other organizational stakeholders. 
Research that identifies leader-follower relationships that are best suited to specific envi-
ronmental contingencies is still needed.54


Finally, from the social cognitive perspective taken by this text, it should be remem-
bered that leader-member exchanges are a reciprocal process. Evidence of this process of Co
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interaction suggests that leaders may be inclined to change follower self-concepts in the 
short term to achieve performance goals and more enduring changes. At the same time, fol-
lowers reciprocally shape leaders’ self-schemas through their responses, both as individu-
als and through collective or group reactions.55 These and other elements of the continual 
negotiation between the leader and followers, which is also recognized by the psychologi-
cal contract concept discussed at the end of Chapter 6, deserve additional consideration in 
the future.


Contingency Theory of Leadership


After concentrating just on leaders themselves proved to fall short of being an ade-
quate overall theory of leadership, attention turned not only to the group being led and the 
exchange relationship, but also to the situational or contextual aspects of leadership. Social 
psychologists began the search for situational variables that affect leadership roles, skills, 
behavior, and followers’ performance and satisfaction. Numerous situational variables 
were identified, but no overall theory pulled it all together until Fred Fiedler proposed the 
now classic situation-based, or contingency, theory for leadership effectiveness.


Fiedler’s Contingency Model of Leadership Effectiveness


To test the hypotheses he had formulated from previous research findings, Fiedler 
developed what he called a contingency model of leadership effectiveness. This model con-
tained the relationship between leadership style and the favorableness of the situation. Sit-
uational favorableness was described by Fiedler in terms of three empirically derived 
dimensions:


1. The leader-member relationship, which is the most critical variable in determining 
the situation’s favorableness


2. The degree of task structure, which is the second most important input into the favor-
ableness of the situation


3. The leader’s position power obtained through formal authority, which is the third 
most critical dimension of the situation56


Situations are favorable to the leader if all three of these dimensions are high. In other 
words, if the leader is generally accepted and respected by followers (high first dimension), 
if the task is very structured and everything is “spelled out” (high second dimension), and 
if a great deal of authority and power are formally attributed to the leader’s position (high 
third dimension), the situation is favorable. If the opposite exists (if the three dimensions 
are low), the situation will be very unfavorable for the leader. Fiedler concluded through 
his research that the favorableness of the situation in combination with the leadership style 
determines effectiveness.


Through the analysis of research findings from all types of situations, Fiedler was able 
to discover that under very favorable and very unfavorable situations, the task-directed, or 
hard-nosed and authoritarian, type of leader was most effective. However, when the situa-
tion was only moderately favorable or unfavorable (the intermediate range of favorable-
ness), the human-oriented or democratic type of leader was most effective. Figure 13.1 
summarizes this relationship between leadership style and the favorableness of the situa-
tion.Co
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Why is the task-directed leader successful in very favorable situations? Fiedler offered 


the following explanation:


In the very favorable conditions in which the leader has power, informal backing, and a 
relatively well-structured task, the group is ready to be directed, and the group expects 
to be told what to do. Consider the captain of an airliner in its final landing approach. 
We would hardly want him to turn to his crew for a discussion on how to land.57


As an example of why the task-oriented leader is successful in a highly unfavorable 
situation, Fiedler cited 


the disliked chairman of a volunteer committee which is asked to plan the office picnic 
on a beautiful Sunday. If the leader asks too many questions about what the group ought 
to do or how he should proceed, he is likely to be told that “we ought to go home.”58


The leader who makes a wrong decision in this highly unfavorable type of situation is prob-
ably better off than the leader who makes no decision at all. In essence, what Fiedler’s 
model suggests is that in highly unfavorable situations, the effective leader takes charge 
and makes the decisions that need to be made to accomplish the task without asking for 
input or trying to keep everyone happy.


Figure 13.1 shows that the human-oriented, democratic leader is effective in the inter-
mediate range of favorableness. An example of such situations is the typical committee or 
unit. In these situations, the leader may not be wholly accepted by the other members of the 
group, the task may not be completely structured, and some authority and power may be 
granted to the leader. Under such a relatively but not extremely unfavorable situation, the 
model predicts that a human-oriented, democratic type of leader will be most effective. The 
same would be true of a moderately favorable situation. Such moderately unfavorable or 
favorable situations are most common for supervisors and managers. The implication is 
that in general the human-oriented, democratic style of leadership would be most effective 
in managing human resources in the large majority of organizational situations.


FIGURE 13.1. Fiedler’s Contingency Model of Leadership
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Research Support for the Contingency Model


As is true of any widely publicized theoretical development, Fiedler’s model has stim-
ulated a great deal of research over the years. Not surprisingly, the results are mixed and a 
controversy has been generated. Fiedler and his students have provided almost all the sup-
port for the model over the years. For example, to defend the validity of his theory, he cited 
30 studies in a wide variety of teams and organizations (Navy teams, chemical research 
teams, shop departments, supermarkets, heavy machinery plant departments, engineering 
groups, hospital wards, public health teams, and others) and concluded that “the theory is 
highly predictive and that the relations obtained in the validation studies are almost identi-
cal to those obtained in the original studies.”59 With one exception, which Fiedler explains 
away, he maintains that the model correctly predicted the correlations that should exist 
between the leader’s style and performance in relation to the identified favorableness of the 
situation. As predicted, his studies showed that in very unfavorable and very favorable sit-
uations, the task-oriented leader performs best. In moderately favorable and moderately 
unfavorable situations, the human-oriented leader was more effective. Although Fiedler 
recognized that there was indeed criticism of his conclusions, he maintained that “method-
ologically sound validation studies have on the whole provided substantial support for the 
theory.”60 Meta-analytic investigations of the predictions of the model have yielded a 
whole range of support,61 mixed results,62 and nonsupport.63


Fiedler’s Contingency Theory in Perspective


Overall, few would argue that Fiedler provided one of the major breakthroughs for 
leadership theory, research, and practice. Although some of the criticism cannot be 
ignored, there are several reasons that Fiedler’s model made a historically important con-
tribution:


1. It was the first highly visible leadership theory to present the contingency approach, 
thus giving widespread attention to the important role that the situation or context 
plays in leadership.


2. It also emphasized the importance of the interaction between the situation and the 
leader’s characteristics in determining leader effectiveness.


3. It stimulated a great deal of research, including tests of its predictions and attempts to 
improve on the model, and inspired the formulation of alternative contingency theo-
ries.64


Path-Goal Leadership Theory


The other widely recognized theoretical development from a contingency approach is 
the path-goal theory derived from the expectancy framework of motivation theory (see 
Chapter 6). Although Georgopoulos and his colleagues at the University of Michigan’s 
Institute for Social Research used path-goal concepts and terminology many years ago for 
analyzing the impact of leadership on performance, the recognized development is usually 
attributed to Martin Evans and Robert House, who at about the same time wrote separate 
papers on the subject.65 In essence, the path-goal theory attempts to explain the impact that 
leader behavior has on associate motivation, satisfaction, and performance. The House ver-
sion of the theory incorporates four major types, or styles, of leadership.66 Briefly summa-
rized, these are:Co
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1. Directive leadership. This style is similar to that of the Lippitt and White authoritar-
ian leader. Associates know exactly what is expected of them, and the leader gives 
specific directions. There is no participation by subordinates.


2. Supportive leadership. The leader is friendly and approachable and shows a genuine 
concern for associates.


3. Participative leadership. The leader asks for and uses suggestions from associates but 
still makes the decisions.


4. Achievement-oriented leadership. The leader sets challenging goals for associates and 
shows confidence that they will attain these goals and perform well.


This path-goal theory—and here is how it differs in one respect from Fiedler’s contin-
gency model—suggests that these various styles can be and actually are used by the same 
leader in different situations.67 Two of the situational factors that have been identified are 
the personal characteristics of associates and the environmental pressures and demands 
facing associates. With respect to the first situational factor, the theory asserts:


Leader behavior will be acceptable to subordinates to the extent that the subordinates 
see such behavior as either an immediate source of satisfaction or as instrumental to 
future satisfaction.68


And with respect to the second situational factor, the theory states:


Leader behavior will be motivational (e.g., will increase subordinate effort) to the 
extent that (1) it makes satisfaction of subordinate needs contingent on effective perfor-
mance, and (2) it complements the environment of subordinates by providing the 
coaching, guidance, support, and rewards which are necessary for effective perfor-
mance and which may otherwise be lacking in subordinates or in their environment.69


Using one of the four styles contingent on the situational factors as outlined, the leader 
attempts to influence associates’ perceptions and motivate them, which in turn leads to 
their role clarity, goal expectancies, satisfaction, and performance. This is specifically 
accomplished by the leader as follows:


1. Recognizing and/or arousing associates’ needs for outcomes over which the leader 
has some control


2. Increasing personal payoffs to associates for work-goal attainment
3. Making the path to those payoffs easier to travel by coaching and direction
4. Helping associates clarify expectancies
5. Reducing frustrating barriers
6. Increasing the opportunities for personal satisfaction contingent on effective perfor-


mance70


In other words, by doing the preceding, the leader attempts to make the path to associ-
ates’ goals as smooth as possible. But to accomplish this path-goal facilitation, the leader 
must use the appropriate style contingent on the situational variables present. Figure 13.2 
summarizes this path-goal approach.


As happened with the expectancy theory of motivation, there was a surge of research 
on the path-goal theory of leadership. However, the research concentrated only on parts of 
the theory rather than on the entire theory. A sampling of the research findings indicated 
the following:Co
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1. Studies of seven organizations found that leader directiveness was (a) positively 


related to satisfactions and expectancies of associates engaged in ambiguous tasks 
and (b) negatively related to satisfactions and expectancies of associates engaged in 
clear tasks.


2. Studies involving 10 different samples of employees found that supportive leadership
had its most positive effect on satisfaction for associates who work on stressful, frus-
trating, or dissatisfying tasks.


3. In a major study in a manufacturing organization, it was found that in nonrepetitive, 
ego-involving tasks, employees were more satisfied under participative leaders than 
under nonparticipative leaders.


4. In three separate organizations it was found that for employees performing ambigu-
ous, nonrepetitive tasks, the higher the achievement orientation of the leader, the 
more associates were confident that their efforts would pay off in effective perfor-
mance.71


Other reviews of the research on the path-goal theory are not as supportive as the pre-
ceding. For example, Schriesheim and DeNisi note that only a few hypotheses have really 
been drawn from the theory, which means that the theory may be incapable of generating 
meaningful predictions.72 However, a comprehensive review of 48 studies demonstrated 
that the mixed results of the individual studies, when cumulated, were transformed into 
support for path-goal theory.73


Overall, the path-goal theory, like the other traditional theories presented in this sec-
tion, provide a theoretical and research foundation for the better understanding of leader-
ship. One analysis concluded that leaders will be perceived most favorably by their 
associates, and succeed in exerting most influence over them, when they behave in ways 
that closely match (1) the needs and values of associates and (2) the requirements of a spe-
cific work situation.74 In other words, the path-goal theory, like the expectancy theory in 
work motivation, can help in understanding the complexities of the leadership process.


FIGURE 13.2. A Summary of Path-Goal Relationships
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MODERN THEORETICAL PROCESSES OF LEADERSHIP


Despite a relative degree of acceptance of the traditional theories of leadership and the con-
siderable (at least relative to other areas in organizational behavior) amount of research that 
has been conducted, few would disagree today that leadership still needs much more theory 
building and research. For example, a comprehensive review of the traditional theories 
concluded that many of the tests conducted to identify moderating effects were judged to 
be inappropriate and that most of the results reported in this domain have not been repli-
cated.75 There is a need to go beyond the traditional approaches with alternative theories, 
research methods, and applications for leadership studies.


Besides the established trait, group and exchange, contingency, and path-goal theories 
of leadership, a number of other widely recognized theories have emerged in recent years. 
These include the charismatic, transformational, substitutes, and authentic theories of lead-
ership. An overview of each of these provides better understanding of the complex leader-
ship process.


Charismatic Leadership Theories


Charismatic leadership is a throwback to the old conception of leaders as being those 
who “by the force of their personal abilities are capable of having profound and extraordi-
nary effects on followers.”76 Although the charismatic concept, or charisma, goes as far 
back as the ancient Greeks and is cited in the Bible, its modern development is often 
attributed to the work of Robert House.77 On the basis of the analysis of political and reli-
gious leaders, House suggests that charismatic leaders are characterized by self-confidence 
and confidence in their associates, high expectations for associates, ideological vision, and 
the use of personal example. Followers of charismatic leaders identify with the leader and 
the mission of the leader, exhibit extreme loyalty to and confidence in the leader, emulate 
the leader’s values and behavior, and derive self-esteem from their relationship with the 
leader.78 Bass has extended the profile of charismatic leaders to include superior debating 
and persuasive skills as well as technical expertise and the fostering of attitudinal, behav-
ioral, and emotional changes in their followers.79 A Fortune article humorously describes 
a manager with charisma as follows:


He attended some middling college. Doesn’t have an MBA. But he has an aura. He per-
suades people—subordinates, peers, customers, even the S.O.B. you both work for—to 
do things they’d rather not. People charge over the hill for him. Run through fire. Walk 
barefoot on broken glass. He doesn’t demand attention, he commands it.80


Because of the effects that charismatic leaders have on followers, the theory predicts 
that charismatic leaders will produce in followers performance beyond expectations as 
well as strong commitment to the leader and his or her mission. Research indicates that the 
impact of such charismatic leaders will be enhanced when the followers exhibit higher lev-
els of self-awareness and self-monitoring, especially when observing the charismatic lead-
ers’ behaviors and activities81 and when operating in a social network.82 House and his 
colleagues provide some support for charismatic theory83 and research finds a positive 
effect on desirable outcomes such as cooperation84 and motivation,85 and recent conceptu-
alization proposing that alternative forms (personalized versus socialized) are relevant to 
successful implementation of mergers and acquisitions.86 However, as with the other lead-
ership theories, complexities are found87 and more research is needed. For example, one 
study that assessed charismatic leader behaviors, individual level correlates, and unit-level 
correlates (outcomes) in the military yielded only limited support for the theory’s proposi-Co
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tions and led the researchers to conclude that greater sensitivity to multiple constituencies 
of leaders is needed in theories and studies focused on charismatic leadership.88 Also, 
extensions of the theory are being proposed. For example, Conger and Kanungo treat cha-
risma as an attributional phenomenon and propose that it varies with the situation.89 Leader 
traits that foster charismatic attributions include self-confidence, impression-management 
skills, social sensitivity, and empathy. Situations that promote charismatic leadership 
include a crisis requiring dramatic change90 or followers who are very dissatisfied with the 
status quo. For example, a study in a university setting revealed a situation in which a char-
ismatic leader was able to successfully implement a technical change, but at the same time 
suffered through major political turmoil, which appeared to be side effects of the technical 
change. This suggests that studies of charismatic leadership must be considered in the con-
text in which the leader operates, and the nature of the task or work being performed should 
be included in the analysis.91


Included in the extensions of charismatic leadership is also the recognition of a dark 
side.92 Charismatic leaders tend to be portrayed as wonderful heroes, but as Table 13.3 
shows, there can also be unethical characteristics associated with charismatic leaders. With 
regard to meeting the challenge of being ethical, it has been noted that charismatic leaders


deserve this label only if they create transformations in their organizations so that mem-
bers are motivated to follow them and to seek organization objectives not simply 
because they are ordered to do so, and not merely because they calculate that such com-
pliance is in their self-interest, but because they voluntarily identify with the 
organization, its standards of conduct and willingly seek to fulfill its purpose.93


This transformation idea is also picked up by Bass, who suggests that charismatic leadership 
is really just a component of the broader-based transformational leadership, covered next.94


Transformational Leadership Theory


Many years ago James MacGregor Burns identified two types of political leadership: 
transactional and transformational.95 The more traditional transactional leadership 
involves an exchange relationship between leaders and followers, but transformational 


TABLE 13.3. Ethical and Unethical Characteristics of Charismatic Leaders


Ethical Charismatic Leader Unethical Charismatic Leader


• Uses power to serve others • Uses power only for personal gain or impact


• Aligns vision with followers’ needs and aspirations • Promotes own personal vision


• Considers and learns from criticism • Censures critical or opposing views


• Stimulates followers to think independently and
to question  the leader’s view


• Demands own decisions be accepted without question


• Open, two-way communication • One-way communication


• Coaches, develops, and supports followers; shares
recognition with others


• Insensitive to followers’ needs


• Relies on internal moral standards to satisfy
organizational and societal interests


• Relies on convenient, external moral standards to satisfy
self-interests


Source: Jane M. Howell and Charismatic Leadership: Submission or Liberation?” Academy of Management Executive, May 1992, p. 45. 
Used with permission.Co
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leadership is based more on leaders’ shifting the values, beliefs, and needs of their follow-
ers. Table 13.4 summarizes the characteristics and approaches of transactional versus 
transformational leaders. More recently, the “charisma” characteristic of transformational 
leadership has been changed to “idealized influence.” This was done to not confuse trans-
formational with charismatic leadership, which Bass treats as different theories. Although 
there are a number of contrasts between the two theories, the major differentiators are how 
followers are treated. Key to transformational leaders is that they seek to empower and ele-
vate followers (i.e., develop followers into leaders) while charismatic leaders may try to 
keep followers weak and dependent on them (i.e., instill personal loyalty to the leader 
rather than developing them to attain ideals).


In contrast to transactional leaders that behave in one of the ways shown in Table 13.4, 
Avolio notes that transformational leaders characterized by idealized leadership, inspiring 
leadership, intellectual stimulation, and individualized consideration represent a cluster of 
interrelated styles aimed at the following:


1. Changing situations for the better
2. Developing followers into leaders
3. Overhauling organizations to provide them with new strategic directions
4. Inspiring people by providing an energizing vision and high ideal for moral and ethi-


cal conduct96


On the basis of his research findings, Bass concludes that in many instances (such as 
relying on passive management by exception), transactional leadership is a prescription for 
mediocrity and that transformational leadership leads to superior performance in organiza-
tions facing demands for renewal and change. He suggests that fostering transformational 
leadership through policies of recruitment, selection, promotion, training, and development 
will pay off in the health, well-being, and effective performance of today’s organizations.97


A meta-analysis of 39 studies found that the transformational behaviors of charisma 
(idealized influence), individualized consideration, and intellectual stimulation were 
related to leadership effectiveness in most studies, but, except for the contingent reward 


TABLE 13.4. Characteristics and Approaches of Transactional Versus Transformational Leaders


Transactional Leaders


1. Contingent reward: Contracts the exchange of rewards for effort; promises rewards for good performance; recognizes accom-
plishments.


2. Management by exception (active): Watches and searches for deviations from rules and standards; takes corrective action.


3. Management by exception (passive): Intervenes only if standards are not met.


4. Laissez-faire: Abdicates responsibilities; avoids making decisions.


Transformational Leaders


1. Charisma: Provides vision and sense of mission; instills pride; gains respect and trust.


2. Inspiration: Communicates high expectations; uses symbols to focus efforts; expresses important purposes in simple ways.


3. Intellectual stimulation: Promotes intelligence; rationality; and careful problem solving.


4. Individual consideration: Gives personal attention; treats each employee individually; coaches; advises.


Source: Bernard M. Bass, “From Transactional to Transformational Leadership: Learning to Share the Vision,” Organizational Dynamics, 
Winter 1990, p. 22. Used with permission.
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behaviors, the transactional leadership styles did not enhance leadership effectiveness,98


and this more positive impact of transformational over transactional leadership has held 
through the years. For example, a meta-analysis of 87 studies found transformational lead-
ership related (.44) to the composite of desired outcomes (follower job satisfaction, fol-
lower leader satisfaction, follower motivation, leader job performance, group or 
organizational performance and rated leader effectiveness).99 However, in this meta-anal-
ysis, contingent reward transactional leadership also related (.39) to the same composite of 
outcomes, and transformational leadership failed to significantly predict leader job perfor-
mance.


Most of the research on transformational leadership to date has relied on Bass and 
Avolio’s MLQ (Multifactor Leadership Questionnaire)100 or qualitative research that sim-
ply describes leaders through interviews. Examples of the latter were the interviews with 
top executives of major companies conducted by Tichy and Devanna. They found that 
effective transformational leaders share the following characteristics:


1. They identify themselves as change agents.
2. They are courageous.
3. They believe in people.
4. They are value driven.
5. They are lifelong learners.
6. They have the ability to deal with complexity, ambiguity, and uncertainty.
7. They are visionaries.101


Increasing empirical research has supported the transformational leadership character-
istics. For example, field studies have shown that transformational leaders more frequently 
employ legitimating tactics and engender higher levels of identification and internaliza-
tion102 (see Chapter 10), have better performance103 and develop their followers.104


Recent studies are refining these general findings. For example, in a study comparing male 
and female sales managers, females were inclined to form unique relationships with each 
of their individual subordinates that were independent of their group memberships, sug-
gesting transformational and contingent reward patterns that were somewhat different from 
their male counterparts.105


In other studies, transformational leadership mediated by leader-member exchange 
produced effects on followers’ performance and organizational citizenship behaviors 
(OCBs).106 Also, the relationship transformational leadership and OCBs were found to be 
moderated by perceptions of procedural justice and trust, and extraversion and agreeable-
ness of the “Big Five” personality traits (see Chapter 5).107 Another recent study found 
ones’ emotion and personality contributed to transformational leadership behavior.108


Also, transformational leadership exhibited more moral reasoning109 and has implications 
for ethical concerns.110 A recent study got back to refining the impact of transformational 
leadership on performance by finding that one’s identification with the work unit, self-effi-
cacy (Chapter 7) and means efficacy (confidence in the tools and other support needed to 
get the job done) were mediators.111


Conceptual analysis also indicates that contextual factors may influence receptivity to 
transformational leadership tactics, and therefore they should be considered and accounted 
for when research is being conducted.112 In addition, other theories gained attention to help 
explain the complex process of leadership.Co
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Substitutes for Leadership


Because of dissatisfaction with the progress of leadership theory and research in 
explaining and predicting the effects of leader behavior on performance outcomes, some of 
the basic assumptions about the importance of leadership per se have been challenged over 
the years. One alternative approach that received attention proposed that there may be cer-
tain “substitutes” for leadership that make leader behavior unnecessary and redundant, and 
“neutralizers” that prevent the leader from behaving in a certain way or that counteract the 
behavior.113 These substitutes or neutralizers can be found in subordinate, task, and orga-
nization characteristics. Figure 13.3 gives specific examples of possible substitutes and 
neutralizers according to supportive/relationship leadership and instrumental/task leader-
ship.


As shown, employee experience, ability, and training may substitute for instrumental/ 
task leadership. For example, craftspersons or professionals such as accountants or soft-
ware engineers may have so much experience, ability, and training that they do not need 
instrumental/task leadership to perform well and be satisfied. Those employees who don’t 
particularly care about organizational rewards (for example, professors or musicians) will 
neutralize both supportive/relationship and instrumental/task leadership attempts. Tasks 
that are highly structured and automatically provide feedback substitute for instrumental/ 
task leadership, and those that are intrinsically satisfying (for example, teaching) do not 
need supportive/relationship leadership. There are also a number of organizational charac-
teristics that substitute for or neutralize leadership.


There has been further analysis of the leader substitutes concept,114 and Kerr and Jer-
mier have provided some empirical support from field studies of police officers.115 They 
found that substitutes such as feedback from the task being performed had more impact on 
certain job-related activities than leader behaviors did. Other studies have also been inter-
preted (post hoc) to support organizational characteristics such as formalization as leader 
substitutes.116 Some other direct tests have yielded mixed results.117 One study using hos-
pital personnel with a wide variety of skills and backgrounds and in a wide variety of pro-


FIGURE 13.3. Kerr and Jermier’s Substitutes and Neutralizers for Leadership


SUBORDINATE CHARACTERISTICS IMPACT ON LEADERSHIP


Experience, ability, and training Substitute for instrumental leadership


Professional orientation Substitute for instrumental and supportive leadership


Indifference toward organizational rewards Neutralizes instrumental  and supportive leadership


TASK CHARACTERISTICS


Structured and routine  task Substitute for instrumental leadership


Feedback  within the task Substitute for instrumental leadership


Intrinsically satisfying task Substitute for supportive leadership


ORGANIZATION CHARACTERISTICS


Cohesive work groups Substitute for instrumental and supportive leadership


Low position power of leader Neutralizes instrumental and supportive leadership


Formalization Substitute for instrumental leadership


Inflexibility Neutralizes instrumental leadership


Leader physically isolated from subordinates Neutralizes instrumental  and supportive leadership
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fessions found several potential substitutes to predict subordinate satisfaction and 
commitment, but only one of the single substitutes (organizational formalization) rendered 
leadership impossible and/or unnecessary.118 A follow-up study found that worker profes-
sionalism was an important moderator variable. It also found that professionals differed 
from nonprofessionals in that intrinsically satisfying work tasks and importance placed on 
organizational rewards were strong substitutes for leaders’ support.119


The substitutes theory tries to point out that some things are beyond leaders’ control; 
leaders do not have mystical powers over people. The situation or context plays a role. By 
the same token, recent research testing the substitutes for leadership theory was generally 
not supportive and demonstrated that leadership does matter.120 In other words, the substi-
tutes idea does not negate leadership; but it may put a more realistic boundary on what 
leadership is capable of achieving from followers. Some styles, behaviors, activities, and 
skills of leadership are more effective than others. The next chapter focuses on these effec-
tive approaches to the actual practice of leadership.


Authentic Leadership


Although there are a number of newly emerging theories such as servant leader-
ship,121 political leadership,122 contextual leadership,123 e-leadership,124 primal leader-
ship,125 relational leadership,126 positive leadership,127 shared leadership,128 and 
responsible leadership,129 in these times of unprecedented challenges facing organiza-
tional leaders, we (Avolio, Luthans and our colleagues) believe that authentic leadership is 
a needed approach. Drawing from Luthans’ work on positive organizational behavior130


and psychological capital131 (see Chapter 7), and Avolio’s work on transformational132


and full range leadership,133 we have proposed a specific model of authentic leadership 
development.134


Authenticity has its roots in ancient Greek philosophy (“To thine own self be true”) 
and descriptive words include genuine, transparent, reliable, trustworthy, real, and verita-
ble. Positive psychologists refer to authenticity as both owning one’s personal experiences 
(thoughts, emotions, or beliefs, “the real me inside”) and acting in accord with the true self 
(behaving and expressing what you really think and believe).135 We specifically define 
authentic leadership in organizations as:


A process that draws from both positive psychological capacities and a highly devel-
oped organizational context, which results in both greater self-awareness and self-
regulated positive behaviors on the part of leaders and associates, fostering positive 
self-development. The authentic leader is confident, hopeful, optimistic, resilient, trans-
parent, moral/ethical, future-oriented, and gives priority to developing associates to be 
leaders.136


The concept of authentic leadership is more on a continuum, rather than just being dichot-
omous. Also, although we recognize authentic leaders draw from their genetic endowment 
and life experience, similar to positive organizational behavior (POB) capacities or psy-
chological capital (see Chapter 7), authentic leadership is considered to be statelike and 
thus open to development and change. Historically important leaders such as Gandhi, Elea-
nor Roosevelt, and more recently Nelson Mandela would be considered authentic leaders 
by our definition, but so would day-to-day managers and leaders in all types and levels of 
organizations who know and are true to themselves and to their people, who do “the right Co
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5thing,” and who have sustainable effective performance in their area of responsibility, unit, and overall organization.
Although the term authentic leadership has been used in the practitioner-oriented pop-


ular literature,137 this proposed theory is the first to treat leadership as both a developmen-
tal process and product centered on authenticity. Figure 13.4 depicts this authentic 
leadership development process and product. As shown, the authentic leadership process 
involves antecedent-positive psychological capacities and positive organizational context 
leading to positive self-development and the product of the authentic leader. In other 
words, this developmental approach to leadership focuses on the positive (both personal 
and contextual) in getting to know and regulate one’s self. The outcomes of authentic lead-
ership are positive psychological capital (confidence, hope, optimism, and resiliency) and 
transparency, moral/ethical behavior, future-orientation, and building associates.


Even though there is considerable indirect research support for this theoretical model 
of authentic leadership coming from positive organizational behavior (see Chapter 7) and 
transformational leadership (see previous section), the theory building and direct research 
testing the model is still emerging,138 but a measure has recently been developed and val-
idated.139 Only time will tell; but this and other new leadership theories seem needed to 
help meet the daunting challenges facing organizational leaders now and in the future.


Leadership Across Cultures


Leadership takes on added significance in a global economy. As leadership guru War-
ren Bennis noted: “Given the nature and constancy of change and the transnational chal-
lenges facing American business leadership, the key to making the right choices will come 
from understanding and embodying the leadership qualities necessary to succeed in the 


FIGURE 13.4. Authentic Leadership Development Model


Source: Adapted from Fred Luthans and Bruce Avolio, “Authentic Leadership Development,” in K. S. Cameron, S. E. Dutton, and R. E. 
Quinn (Eds.), Positive Organizational Scholarship, Berrett-Koehler, San Francisco, 2003, p. 251, and Bruce J. Avolio and Fred Luthans, The 
High Impact Leader: Moments Matter in Accelerating Authentic Leadership Development, McGraw-Hill, New York, 2006.
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volatile and mercurial global economy.”140 Research to date reveals both similarities and 
differences when leadership activities and styles are examined across cultures.


In their classic study, Haire, Ghiselli, and Porter studied managerial attitudes regard-
ing different leadership styles in 14 countries. National groupings alone explained 28 per-
cent of the variance in managerial attitudes.141 Later research revealed that the degree of 
participation used by managers was different across eight countries.142 In another study 
conducted by the author (Luthans) and colleagues, participative management techniques 
were actually ineffective in a Russian factory.143 Further, results from the author’s 
(Luthans) Real Managers Study, presented in detail in the next chapter,144 were basically 
replicated in a Russian factory.145 In a manner similar to U.S. managers studied (although 
the relative frequencies were a little different), the Russian managers were observed to per-
form, in order, traditional management, communication, human resources, and networking 
activities. Also, as was the case with the U.S. managers studied, the degree of networking 
activities conducted by Russian managers was related to their success levels within the 
organization. Still, the relationship between the activities of various Russian managers and 
their subsequent levels of effectiveness was similar, but less clear.146 In other words, there 
are a number of factors that potentially contribute to differences in effective leader pro-
cesses across cultures. Some that have been studied include personal values, the manager’s 
background, and interpersonal skills.


Personal Values


The personal values held by a manager shape his or her perception of a situation, influ-
ence the analysis of alternative solutions to a problem, and affect the ultimate decision 
made by the leader.147 At the same time, the personal values of followers influence their 
leader, and these values are different across cultures. A study of similar U.S.-owned man-
ufacturing plants located in five different cultures (Italian, Mexican, Spanish, United 
States, and British) revealed that the overall leadership approaches of the host-country 
nationals reflected the expectations of the local culture and workforce.148


Backgrounds of the Managers


U.S. managers come from all economic backgrounds—lower, middle, and upper class. 
Although most are college educated, there is no guarantee that attending a given school 
will lead to success, as promotion is often based on performance. Whereas degrees from 
prestigious schools may offer a distinct advantage, U.S. managers come from a wide vari-
ety of colleges. The same may not be true in other countries. For example, in France man-
agers are traditionally chosen from the graduates of the grandes ecoles.149 In Japan, 
graduates of prestigious schools have much better chances to become top managers in the 
larger corporations, and in Korea many top business leaders are educated in the United 
States.


Besides educational background, class and family status also can have an influence. 
U.S. managers come from all classes, but the same is not true in other countries. Family 
name and class are important in France. In India, it is common to accept the authority of 
elders, and this is revealed through little delegation of authority in many companies. In 
Scandinavian countries, however, differing family patterns are reflected in participatory 
decision-making styles and the routine delegation of authority by leaders.Co
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Interpersonal Skills


There is considerable evidence that managers differ across cultures in their interper-
sonal styles and skills. Leaders vary in their views of rules and procedures, deference to 
authority, levels of dependence and independence, use of objectivity versus intuition, will-
ingness to compromise, and other interpersonal tactics. A U.S. supervisor on an oil rig in 
Indonesia learned this lesson the hard way. In a moment of anger, he shouted at his time-
keeper to take the next boat to shore. Immediately, a mob of outraged Indonesian cowork-
ers grabbed fire axes and went after the supervisor. He escaped by barricading himself in 
his quarters. The leadership lesson this American learned was: never berate an Indonesian 
in public.150 Even transformational and transactional tactics used by leaders may vary in 
their levels of success in differing cultures.151


As these research studies reviewed indicate, there is reason to believe that cultural 
issues in leadership should be studied to reveal both differences between cultures and spe-
cific within-country practices that will help expatriate leaders succeed. The accompanying 
OB in Action shows how communication will differ across cultures. Today’s global lead-
ers need to recognize such differences. The next step in the process is to systematize the 
study of leadership across cultures to build contingency models similar to what has been 
done with international human resource management.152


Project GLOBE and the Future
of International Leadership Studies


In recent years, a major international research project under the general direction of 
Robert House, called Global Leadership and Organizational Behavior Effectiveness, or 
GLOBE, started publishing its findings.153 The meta-goal of the GLOBE program is to 
develop, over time, an empirically based theory to describe, understand, and predict the 
impact of cultural variables on leadership, organizational processes, and the effectiveness 
of the leader and the processes. For over a decade, 170 country-based coinvestigators 
(CCIs) gathered data from 18,000 managers from 62 countries. The CCIs were responsible 
for leading the study in the specific culture in which each had expertise.


A major goal of the GLOBE project was to develop societal and organizational mea-
sures of culture and leader attributes that were appropriate to use across all cultures. The 
GLOBE research indicated nine dimensions of cultures that differentiate societies and 
organizations. These identified cultural dimensions are:


1. Power distance, or the degree to which members of a collective expect power to be 
distributed equally


2. Uncertainty avoidance, which is the extent a society, organization, or groups rely on 
norms, rules, and procedures to alleviate the unpredictability of future events


3. Humane orientation, reflected in the degree to which a collective encourages and 
rewards individuals for being fair, altruistic, generous, caring, and kind to others


4. Institutional Collectivism, described as the degree to which organizational and socie-
tal institutional practices encourage and reward the collective distribution of 
resources and collective actions


5. In-Group Collectivism, which is the degree to which individuals express pride, loy-
alty, and cohesiveness in their organizations or families


6. Assertiveness, defined as the degree to which individuals are assertive, confronta-
tional, and aggressive in their relationships with othersCo
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7. Gender egalitarianism, expressed as the degree a collective minimizes gender 
inequality


8. Future orientation, or the extent to which individuals engage in future-oriented 
behaviors such as delaying gratification, planning, and investing in the future


9. Performance orientation, suggested by the degree to which a collective encourages 
and rewards group members for performance improvement and excellence


One of the biggest challenges facing leaders doing 
business internationally is that the nationals of each 
country typically use their language and speech in a 
different way. In one culture people will lower their 
voice to indicate the seriousness of a situation, whereas 
in another culture they will speak very loudly to con-
vey the same message. In one culture people will talk 
rapidly and be regarded as highly credible, whereas in 
another they will speak slowly and achieve the same 
result. The challenge in dealing with business leaders 
across cultures is to know how they use their language 
to communicate and what they are looking for from the 
other person. Here are some specific examples.


 British—The British tend to use a reserved tone in 
speaking and like to understate things. They also 
have a fondness for conceding points early to their 
opponents in order to take the steam out of the oth-
ers’ arguments. British business leaders are very 
good at being vague in order to maintain politeness 
and to avoid confrontation. When trying to influ-
ence them, use of humor and anecdotes and the 
offers of reasonable prices and good quality works 
best.


 Spaniards and Italians—Spaniards and Italians 
like to use a broad vocabulary and employ their 
hands, arms, and facial expressions when convey-
ing their message. In particular, business leaders let 
others clearly understand how they feel about 
things. When trying to persuade others to a particu-
lar point of view, these business leaders appeal 
directly and strongly to good sense, a warm heart, 
and generosity. Additionally, these business lead-
ers often insist that others make a decision right 
away.


 Germans—German business leaders rely on logic, 
but they also place strong importance on gathering 
a great deal of information to back up their posi-
tions. They like to present their points in a thorough 
and detailed way so that there is little opportunity 
for counterarguments, although effective negotia-
tors find it very effective to work with German 
business leaders to find common ground and thus 


ward off a “win-lose” situation. German business 
leaders are influenced by technical information, 
good prices, high quality, and specific delivery 
dates.


 Scandinavians—Scandinavian business leaders 
like to list the pros and cons of a position before 
providing the other person with their decision on 
the matter. They are also very slow to give up on 
their position because they feel that they have more 
than ample support for it. They also like to forgo 
the niceties and get down to the business at hand. 
Quite often their presentations are factual, succinct, 
and well thought through. In persuading Scandina-
vian business leaders, it is important to emphasize 
quality, design, technical information, and delivery 
dates.


 Japanese—Japanese business leaders are 
extremely polite and almost never say no. On the 
other hand, the fact that they smile a great deal does 
not mean that they agree with the other person. 
Those who deal with Japanese business leaders on 
a regular basis find that they are greatly influenced 
by presentations that help them understand how 
something works or why it is a good idea or how it 
will be profitable for them. Two of the main things 
that outsiders need to focus on when dealing with 
Japanese business leaders are good price and 
politeness.


Finally, it is important to remember that business 
leaders from each culture have their own attention 
span, and if someone goes beyond this time period, 
they may find themselves losing out. For example, the 
British have a moderate time span, about 40 minutes. 
Scandinavians have a somewhat longer span, about 50 
minutes. The Japanese typically give others about an 
hour before they begin losing interest. The Germans 
are the longest of all in this regard, tending to have 
attention spans of about 75 minutes. So when interact-
ing with business leaders across cultures, attention 
must be given to both content and length, and commu-
nications must be adapted accordingly.


OB IN ACTION: HOW BUSINESS LEADERS COMMUNICATE ACROSS CULTURES
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The first six dimensions were originally defined by Hofstede.154 One dimension Hof-
stede called “masculinity” has been relabeled as two constructs, assertiveness and gender 
egalitarianism, by the GLOBE researchers. Following the development and validation of 
the scale used to measure leader and cultural variables, studies were conducted to empiri-
cally assess the psychometric properties of the dimensions that had been established.


The second phase of the program was a further assessment of the leader and cultural 
scales. Unobtrusive measures were created to identify the latent constructs, manifest indi-
cators, and qualitative indicators that could be used to assess the nine cultural dimensions, 
nine organizational practices, organizational contingencies including technology, the envi-
ronment, and the size of the organization, plus societal culturally endorsed implicit leader-
ship theories. In addition, hypotheses were developed regarding the relationships among 
various societal dimensions, organizational dimensions, and the culturally endorsed 
implicit theories that had been identified.


Phase three of the project was designed to study organizational cultures along with 
measures of leader and work-unit effectiveness, as well as individual cognitive, emotional, 
and evaluative responses to leader behaviors. The goal is to study leader behaviors within 
organizations and cultures longitudinally.


Phase four is based on phase three, in which universally perceived behaviors that 
impede or facilitate outstanding leadership were identified. Also, phase three is oriented 
toward identifying actual leader practices and universal organizational practices leading to 
positive or negative cognitive, affective, and performance consequences. Further, efforts 
were made to identify those perceived behaviors and practices that are culture specific. The 
researchers’ goal in phase four was to answer the following questions:


1. Are there any universally effective leader behaviors?
2. What are the effects of violating strongly held culturally endorsed preferences for 


leader behaviors?
3. What types of consistent specific preferences for leader behaviors are present across 


cultures?


Some of the findings by the GLOBE team suggest 21 primary and then six leader attri-
butes and behaviors that are viewed as contributing to leadership in various cultures. These 
six are summarized as follows:155


1. Charismatic/Value-Base—the ability to inspire, to motivate, and to expect high per-
formance outcomes from others on the basis of core beliefs.


2. Team-Oriented—effective team building and implementation of a common purpose/
goal among team members.


3. Participative—the degree to which managers/leaders involve others in making and 
implementing decisions.


4. Humane-Oriented—supportive, considerate, compassionate, and generous leader-
ship.


5. Autonomous—independent and individualistic leadership.
6. Self-Protective—ensuring the safety and security of the individual, it tends to be an 


approach that is self-centered and face saving.


The GLOBE researchers found that these six leadership dimensions differed in terms 
of their desirability and effectiveness in various cultures. For example, the charismatic/
value-based, team-oriented, and participative are generally reported to contribute to out-Co
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standing leadership, but each is found more often in specific cultures (e.g., charismatic in 
Anglo, team in Latin American, and participative in Germanic Europe). On the other hand, 
humane leadership is felt to be neutral in some cultures but moderately contribute to out-
standing leadership in others; autonomous leadership is reported to range from impeding 
outstanding leadership to slightly facilitating it; and self-protective leadership is generally 
reported to impede outstanding leadership. Again, each of these types of leadership is 
found to different degrees in various cultures (e.g., humane in Southern Asia, autonomous 
in Eastern Europe, and self-protective in Southern Asia).


The general findings of the GLOBE project are that cultural dimensions do exist that 
can be identified and measured. Cultural differences can be studied through etic (across 
cultures) or emic (within cultures, or country-specific information) approaches. Cultural 
differences strongly influence the ways in which people think about their leaders as well as 
societal norms that exist concerning the status, influence, and the privileges granted to 
leaders. Although work remains to complete the project, the findings so far indicate a great 
deal of promise for furthering understanding of how leaders can effectively operate in var-
ious cultures.


Other smaller international research efforts have also been conducted. For example, 
Bass examined the nature of the transactional-transformational leadership paradigm across 
national boundaries.156 Also, Church and Wacalawski investigated the relationship 
between leader style (transformational versus transactional) and subsequent organizational 
practices and outcomes, which supports the findings presented in the GLOBE report.157


And finally, still another study suggests that there are indeed leadership concepts that are 
culturally endorsed, in which similar cultures share similar leadership concepts.158 Clearly, 
the study of leadership across cultures is a growing and important body of knowledge for 
the leadership field.


SUMMARY


This chapter presents and analyzes the processes of leadership. The classic research studies 
on leadership set the stage for the theoretical development of leadership. The trait theories 
concentrate on the leaders themselves and through the years showed little promise for 
either the understanding of the leadership process or the relationship with effective leader-
ship performance. Recently, however, there is renewed research interest indicating a sig-
nificant relationship with the “Big Five” personality traits and effective leadership. There 
is also emerging interest in the statelike positive organizational behavior capacities (i.e., 
hope, optimism, resiliency, emotional intelligence, and, especially, self-efficacy) and 
effective leaders, and there is continuing concern with leader skills and competencies.


The group and exchange theories emphasize the importance of followers, and 
although the leader-member exchange (or LMX) model still generates considerable 
research, the group and exchange theories in general are recognized to be only partial the-
ories. The traditionally recognized theories of leadership tend to be more situationally or 
contextually based. In particular, Fiedler’s classic contingency model made a significant 
contribution to leadership theory and to the practice of human resource management. The 
path-goal approach also made an important contribution to leadership understanding. It 
incorporates expectancy motivation concepts.


All the traditional theories of leadership continue to provide understanding and a foun-
dation for the practice of leadership in today’s organizations. However, in recent years a 
number of alternative theories have emerged to supplement and, mostly, facilitate better Co
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understanding of the various processes of effective leadership. In particular, the charis-
matic and transformational, and to a much lesser extent, the substitutes approach have 
received attention. Charismatic leaders (characterized as having qualities beyond the usual 
appointed leader) get extraordinary commitment and performance from followers. The 
charismatic leaders, however, as a group are considered only a subsection of the larger 
group of transformational leaders characterized by idealized influence, inspirational moti-
vation, intellectual stimulation, and individualized consideration. These transformational 
leaders are felt to be especially suited to today’s organizations as they experience dramatic 
change. The substitutes approach recognizes that certain subordinate, task, and organiza-
tional characteristics may substitute for or neutralize the impact that leader behavior has on 
subordinate performance and satisfaction. All of these leadership theories continue to be 
researched to provide a better understanding of the complexities involved and to make the 
applications to practice more effective. Recently, to recognize the unprecedented chal-
lenges now facing organizational leaders, we have proposed authentic leadership theory. 
This approach draws from our positive organizational behavior and psychological capital 
approach (see Chapter 7) and Avolio’s transformational/full-range leadership. The authen-
tic leader is true to him- or herself and others and possesses considerable positive psycho-
logical capital, is transparent, moral/ethical, and future-oriented, and gives priority to 
developing associates to be leaders.


Finally, studies of international leadership indicate the importance of recognizing dif-
ferences and similarities both across cultures and within cultures. The GLOBE project in 
particular is an example of a very comprehensive research program designed to discover 
the nature of leader effectiveness by identifying both universal and culture-specific dimen-
sions that are associated with effective leadership processes.


QUESTIONS FOR DISCUSSION AND REVIEW


 1. Briefly summarize the findings of the three classic leadership studies.
 2. Why do you think the “Big Five” personality traits have been recently found to relate 


to effective leaders whereas over the years personality traits in general have not?
 3. How do the group theories differ from the trait theories of leadership?
 4. Name and describe the main “competencies” that may be associated with a leader’s 


effectiveness.
 5. What are the three critical situational variables identified by Fiedler? If these are very 


favorable, what is the most effective style to use?
 6. In simple terms, what is the path-goal theory of leadership? What is the leader’s func-


tion in this conceptualization?
 7. What are the major differences between transactional leaders and transformational 


leaders? Can you clarify these differences in how today’s organizations are led?
 8. What is meant by “substitutes for,” and “neutralizers of,” leadership? Give some sub-


ordinate, task, and organizational examples of these substitutes and neutralizers.
 9. In your own words, describe what is meant by an authentic leader. How does this dif-


fer from previous theories, and why may it be so important now?
10. What is the GLOBE project? What cultural dimensions have been identified by the 


GLOBE researchers? What findings have been found by this GLOBE research effort 
in terms of the six major leadership dimensions found in various cultures?Co
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