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After reading this chapter, you should be able to:


12-1 Define leadership and shared leadership.


12-2 Describe the four elements of transformational leadership and explain why they are 
important for organizational change.


12-3 Compare managerial leadership with transformational leadership, and describe the features 
of task-oriented, people-oriented, and servant leadership.


12-4 Discuss the elements of path-goal theory, Fiedler’s contingency model, and leadership 
substitutes.


12-5 Describe the two components of the implicit leadership perspective.


12-6 Identify eight competencies associated with effective leaders and describe authentic leadership.


12-7  Discuss cultural and gender similarities and differences in leadership.
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avid Thodey knew he faced a monumental challenge as chief 
executive of Telstra, Australia’s largest telecommunications 
company. Under the previous CEO, Telstra was so antagonistic to most 
stakeholders that the Australian government threatened to limit the company’s 


growth options. Customer complaints against Telstra skyrocketed 300 percent 


during the three years before Thodey took the reins. Employee morale had 


plummeted, along with Telstra’s share price. Only its copper lines monopoly, 


investment in next-generation mobile broadband, and employees’ technological 


skills kept Telstra sufficiently buoyant.


In spite of these formidable challenges, Thodey confidently led Telstra through a 


spectacular transformation. At the center of this change was Thodey’s vision that 


Telstra will have an “unyielding focus on customer service.” To achieve that ideal, 


Thodey introduced much more customer service and technical training and gave 


employees greater job autonomy to resolve customer issues. He also introduced 


performance bonuses, which are determined by customer surveys and internal 


customer service metrics. “This is important because it starts to change the culture 


and the dynamics of the company,” says Thodey.


Thodey personally symbolizes the customer-centric vision by reading customer 


e-mails and other correspondence, regularly visiting clients, and answering customer 


calls in contact centers. “I have always had and enjoyed a focus on really knowing 


what’s going on at the front line, and I talk to customers a lot because you can’t get 


too distant from the reality of everyday business,” Thodey explains.


Complementing this customer focus is “Project New,” a continuous improvement 


process of simplifying and reducing the costs of internal work processes. Project 


New has decentralized decision making, reduced hierarchy (fewer middle managers), 


and increased self-serve online resources (which customers wanted). Thodey 


explains that improving Telstra’s efficiency is part of the customer-focused vision. 


“If you get the simplicity, you’ll have a better customer service,” Thodey explains. 


“You’ll have happier employees and, in the end, you deliver a better result for your 


customers.”
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David Thodey has transformed Telstra, the Australian telecommunications giant, through effective leadership practices.
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 Telstra has a way to go, but the improvements are already apparent. 


Telstra customer complaints have plummeted (they have increased at other 


telecommunication firms), and the company has reduced costs by more than 


$1 billion. But Thodey says his real vision goes beyond customer service and 


efficient operations: “It’s actually more about changing the way people talk about 


Telstra,” Thodey says. “If we could ever realize that dream of Australians being 


proud of what Telstra does, because we deliver great service and great product. 


That creates value for shareholders and employees.”1


Telstra’s transformation illustrates how leaders such as David Thodey can make a difference 
in an organization’s survival and success. This opening case study also highlights specific as-
pects of leadership, such as the leader’s vision, persistence, communication, and modeling 
the desired behavior. Leadership is one of the most researched and discussed topics in the 
field of organizational behavior.2 Google returns a whopping 306 million web pages that 
mention “leadership,” and Google Scholar lists 216,000 journal articles and books with 
“leader” or “leadership” in the title. Amazon lists more than 27,000 books in the English 
language with “leadership” in the title. From 2000 to 2009, the U.S. Library of Congress 
catalogue added 7,336 books or documents with the words “leader” or “leadership” in the 
citation, compared with 3,054 items added in the 1990s and only 146 items with these 
words (many of which were newspaper names) added during the first decade of the 1900s.


The topic of leadership captivates us because we are awed by individuals who influence 
and motivate a group of people beyond expectations. This chapter explores leadership from 
four perspectives: transformational, managerial, implicit, and competency.3 Although some 
of these perspectives are currently more popular than others, each helps us more fully under-
stand the complex issue of leadership. The final section of this chapter looks at cross-cultural 
and gender issues in organizational leadership. But first, we learn about the meaning of 
leadership and shared leadership.


What Is Leadership?
Several years ago, 54 leadership experts from 38 countries reached a consensus that 
leadership is about influencing, motivating, and enabling others to contribute toward the 
effectiveness and success of the organizations of which they are members.4 This definition 
has two key components. First, leaders motivate others through persuasion and other influ-
ence tactics. They use their communication skills, rewards, and other resources to energize 
the collective toward the achievement of challenging objectives. Second, leaders are enablers. 
They arrange the work environment—such as allocating resources, altering work relation-
ships, and buffering from outside interferences—so employees can achieve organizational 
objectives more easily.


SHARED LEADERSHIP
As part of its employee engagement initiative, Rolls-Royce Engine Services in Oakland, 
California, involved employees directly with clients, encouraged weekly huddles for infor-
mation sharing, and accepted employee requests for less micromanagement. Employees at 
the aircraft engine repair facility not only experienced higher levels of engagement and em-
powerment; they also accepted more leadership responsibilities. “I saw people around me, 
all front-line employees, who were leaders,” says a machine programmer at the Rolls-Royce 
Oakland plant. “They weren’t actually leading the company, but they were people you 
would listen to and follow. We didn’t have titles, but people had respect for what we did.”5


LO 12-1


leadership
Influencing, motivating, and 
enabling others to contribute 
toward the effectiveness and 
success of the organizations of 
which they are members.
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Rolls-Royce Engine Services has moved toward greater shared leadership by encourag-
ing and enabling employees throughout the organization to informally assume leadership 
responsibilities in various ways and at various times.6 Shared leadership is based on the idea 
that leadership is a role, not a position. It doesn’t belong to just one individual in the work 
unit. Instead, employees lead each other as the occasion arises. Shared leadership exists when 
employees champion the introduction of new technologies and products.7 It also exists 
when employees engage in organizational citizenship behaviors that improve the perfor-
mance and well-being of coworkers and the overall team.


Shared leadership typically supplements formal leadership; that is, employees lead along 
with the formal manager, rather than replace the manager. However, W. L. Gore & Associates, 
Semco SA, Valve Corporation, and a few other unique companies rely almost completely on 
shared leadership because they don’t have any formal managers on the organizational chart.8
In fact, when Gore employees are asked in annual surveys “Are you a leader?” more than 
50 percent of them answer “Yes.”


The idea of shared leadership is quickly gaining popularity in the business community. 
For example, Fiat and Chrysler CEO Sergio Marchionne recently said: “We’ve abandoned 
the Great Man model of leadership that long characterized Fiat and have created a culture 
where everyone is expected to lead.”10 But the notion that everyone takes on an informal 
leadership role has a long history. John Gardner, the former White House Cabinet member 
who introduced Medicare, wrote more than two decades ago that the “vitality” of large orga-
nizations depends on shared leadership.11 He argued that organizations depend on employees 
across all levels of the organization to seek out opportunities and solutions rather than rely on 
formal leaders to do so. Gardner observed, for example, that successful teams consist of indi-
viduals other than the formal leader who take responsibility for healing rifts when conflicts 
arise and for building confidence in others when events have turned for the worse.


Shared leadership flourishes in organizations where the formal leaders are willing to delegate 
power and encourage employees to take initiative and risks without fear of failure (i.e., a 
learning orientation culture). Shared leadership also calls for a collaborative rather than in-
ternally competitive culture, because employees take on shared leadership roles when 
coworkers support them for their initiative. Furthermore, shared leadership lacks formal 
authority, so it operates best when employees learn to influence others through their enthu-
siasm, logical analysis, and involvement of coworkers in their idea or vision.


The Palo Verde Nuclear Generating 
Station is the largest nuclear power 
plant in the United States, producing 
enough electricity to serve 4 million 
people in California, Arizona, New 
Mexico, and Texas. Along with 
extensive technical and team-
related training, Palo Verde 
Nuclear’s 3,000 employees learn 
about the company’s leadership 
model, which emphasizes safety, 
operational focus, long-term 
productivity, and cost effectiveness. 
The overarching principle of that 
leadership model is: “Every 
employee is a leader, regardless 
of title or position.” In other words, 
the company encourages shared 
leadership, whereby everyone is 
expected to serve as a leader to 
fulfill the company’s key objectives.9


shared leadership
The view that leadership is a 
role, not a position assigned to 
one person, such that people 
within the team and organization 
lead each other.
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Transformational Leadership Perspective
Leadership research can be roughly organized into the four perspectives mentioned earlier: 
transformational, managerial, implicit, and competency. By far the most popular leader-
ship perspective today—and arguably the most important in the domain of leadership—is 
transformational leadership. Transformational leadership views leaders as change agents. 
They create, communicate, and model a shared vision for the team or organization. They 
encourage experimentation so employees find a better path to the future. Through these 
and other activities, transformational leaders also build commitment in followers to strive 
for that vision. There are several models of transformational leadership, but four elements 
are common throughout most of them and represent the core concepts of this leadership 
perspective: develop and communicate a strategic vision, model the vision, encourage 
experimentation, and build commitment to the vision (see Exhibit 12.1).12


DEVELOP AND COMMUNICATE A STRATEGIC VISION
The heart of transformational leadership is a strategic vision.13 A vision is a positive repre-
sentation of a future state that energizes and unifies employees.14 Sometimes this vision is 
created by the leader; at other times, it is formed by employees or other stakeholders and 
then adopted and championed by the formal leader. The opening case study to this chapter 
described how Telstra CEO David Thodey championed a customer-centric vision. Simi-
larly, John Fikany, vice president and general manager of the Microsoft regional offices in 
Southfield, Michigan, recently pointed out that the software giant’s employees feel highly 
engaged because he emphasizes an appealing vision of the company’s purpose. “Microsoft 


Visit connect.mcgrawhill.com for activities and test questions to 
help you learn about leadership perspectives.


Encourage
experimentation


Model the
vision


Develop/
communicate a
strategic vision


Build
commitment
to the vision


Elements of
Transformational


Leadership


EXHIBIT 12.1


Elements of 
Transformational 
Leadership


transformational leadership
A leadership perspective that 
explains how leaders change 
teams or organizations by 
creating, communicating, and 
modeling a vision for the 
organization or work unit and 
inspiring employees to strive 
for that vision.


LO 12-2
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is not just about software; it’s not just about making money. It’s about making a differ-
ence,” Fikany enthuses. “When you feel connected to a bigger vision, part of something 
more, it doesn’t feel like work.”15


There are several features of an effective strategic vision.16 It refers to an idealized future 
state with a higher purpose. This purpose is associated with personal values that directly or 
indirectly fulfill the needs of multiple stakeholders. A values-based vision is also meaningful 
and appealing to employees, which energizes them to strive for that ideal. A vision needs to 
energize employees, because it is usually a distant goal that is both challenging and abstract. 
A vision is challenging, because it requires substantial transformation, such as new work 
practices and belief systems.


A strategic vision is necessarily abstract for two reasons. First, this appealing image of the 
future hasn’t yet been experienced (at least, not in this company or industry), so it isn’t pos-
sible to detail what the vision looks like. More important, an abstract description enables the 
vision to remain stable over time, yet is sufficiently flexible to accommodate operational 
adjustments in a shifting external environment. For example, Telstra’s customer-centric vi-
sion does not refer to specific goals such as broadband access or mobile reception, just to the 
continuous ideal of serving customers better.


Another feature of an effective vision is that it is unifying. It bonds employees and often 
other stakeholders together because it is a common, superordinate objective, aligned with 
their personal values and the organization’s values. In fact, a successful vision is really a 
shared vision, because employees collectively define themselves by this future state as part of 
their identification with the organization.


Communicate the Vision A strategic vision’s effectiveness depends on how leaders 
convey it to followers and other stakeholders.18 Words shape how we view the world, so 
successful transformational leaders carefully choose phrases that “frame” the vision and 
evoke desired images of the ideal future. For example, leaders at DaVita refer to the com-


pany as a village, and employees (called teammates) are citi-
zens of that village who “cross the bridge,” meaning that they 
make a commitment to the community. “The words we use, 
while simple in nature, are packed with meaning,” explains 
an executive at the largest dialysis treatment group in the 
United States.19 Leaders also communicate the vision with a 
sincerity and level of passion that reflects their personal belief 
in the vision, as well as the optimism that it can be reached. 
In other words, leaders communicate the vision nonverbally 
as well as verbally.


Commercial radio station group UKRD is the top-ranked company 
to work for in the United Kingdom and is particularly noted for its 
excellent leadership. More than 90 percent of UKRD’s 250 
employees across 17 stations say CEO William Rogers (shown 
here) is an inspirational leader who lives by the company’s 
dominant values. When asked what makes a good leader, Rogers 
identifies two key features. One is that leaders need to empathize 
with employees. The other is “clarity of vision, so people can say: 
‘I know where we’re going, what this journey is about, what our 
noble cause is.’ For us, it’s not just running a radio group and 
commercial success—it’s about changing people’s lives, 
impacting on communities.”17
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A third way leaders communicate the vision is through symbols, metaphors, stories, and 
other vehicles that transcend plain language.20 These tools borrow images of other experi-
ences, thereby creating richer meaning of the not-yet-experienced vision. Borrowing from 
existing experiences also generates desired emotions, which motivates people to pursue the 
vision. When George Cohen faced the difficult challenge of opening McDonald’s restau-
rants in Moscow, he frequently reminded his team members that they were establishing 
“hamburger diplomacy.” And in the mid-1800s, when ocean transportation was treacher-
ous, Samuel Cunard emphasized that he was creating an “ocean railway.” At the time, rail-
roads provided one of the safest forms of transportation, and Cunard’s metaphor reinforced 
the notion to employees and passengers alike that Cunard Steamship Lines would provide 
equally safe transportation across the Atlantic ocean.21


MODEL THE VISION
Transformational leaders not only talk about a vision; they enact it. They “walk the talk” by 
stepping outside the executive suite and doing things that symbolize the vision.22 Leaders 
model the vision through significant events such as visiting customers, moving their offices 
closer to (or further from) employees, and holding ceremonies to symbolize significant 
change. However, they also enact the vision by ensuring that the more mundane daily 
activities—meeting agendas, dress codes, executive schedules—are consistent with the vi-
sion and its underlying values.


Modeling the vision is important because it legitimizes and demonstrates what the vi-
sion looks like in practice. Modeling is also important because it builds employee trust in 
the leader. The greater the consistency between the leader’s words and actions, the more 
employees will believe in and be willing to follow the leader. In fact, one survey reported 
that leading by example is the most important characteristic of a leader.23 “We hold our 
leaders to an even higher standard than our employees,” says Nathan Bigler, human re-
source director at Eastern Idaho Regional Medical Center. “Leaders have to consistently 
walk the talk.”24


ENCOURAGE EXPERIMENTATION
Transformational leadership is about change, and central to any change is discovering new 
behaviors and practices that are better aligned with the desired vision. Thus, effective trans-
formational leaders encourage employees to question current practices and to experiment 
with new ways that are potentially more consistent with the visionary future state.25 In 
other words, transformational leaders support a learning orientation (see Chapter 7). They 
encourage employees to continuously question the way things are currently done, actively 
experiment with new ideas and practices, and view reasonable mistakes as a natural part of 
the learning process.26


This element of transformational leadership is evident in David Thodey’s leadership at 
Telstra. The opening case study to this chapter mentioned that Thodey gave employees 
more autonomy so they could address customer needs, but this autonomy also enabled them 
to find better ways to achieve the company’s customer-centric vision in the long run. Thodey 
also formed a special team of employees in Project New to discover more efficient ways to 


What are your transformational leadership tendencies? Visit connect.
mcgrawhill.com to estimate your transformational leadership score, 
and learn about this concept.
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serve customers, including online systems where customers can feel more empowered to 
manage their own accounts and apply for new products and services.


BUILD COMMITMENT TOWARD THE VISION
Transforming a vision into reality requires employee commitment, and transformational 
leaders build this commitment in several ways.27 Their words, symbols, and stories build a 
contagious enthusiasm that energizes people to adopt the vision as their own. Leaders 
demonstrate a “can-do” attitude by enacting and behaving consistently with their vision. 
This persistence and consistency reflect an image of honesty, trust, and integrity. By encour-
aging experimentation, leaders involve employees in the change process so it is a collective 
activity. Leaders also build commitment through rewards, recognition, and celebrations as 
they pass milestones along the road to the desired vision.


TRANSFORMATIONAL LEADERSHIP AND CHARISMA
Some models include the leader’s charisma as an element of transformational leadership. 
They describe charismatic leadership either as an essential ingredient of transformational 
leadership or as transformational leadership in its highest form of excellence.28 However, the 
emerging view, which this book adopts, is that charisma is distinct from transformational 
leadership. Charisma is a personal trait or relational quality that provides referent power 
over followers, whereas transformational leadership is a set of behaviors that engage follow-
ers toward a better future.29


Transformational leadership motivates followers through behaviors that persuade and 
earn trust, whereas charismatic leadership motivates followers directly through the leader’s 
inherent referent power. For instance, communicating an inspiring vision is a transforma-
tional leadership behavior that motivates followers to strive for that vision. This motiva-
tional effect exists separate from the leader’s charismatic appeal. If the leader is highly 
charismatic, however, his or her charisma will amplify follower motivation.


Being charismatic is not inherently good or bad, but several research studies have con-
cluded that charismatic leaders can produce negative consequences.31 One concern with 
charismatic leadership is that it tends to produce dependent followers. Transformational 
leadership has the opposite effect; it builds follower empowerment, which tends to reduce 
dependence on the leader. Another concern is that leaders who possess the gift of charisma 
may become intoxicated by this power, which leads to a greater focus on self-interest than 
on the common good. “Charisma becomes the undoing of leaders,” warns Peter Drucker. 


“It makes them inflexible, convinced of their own infallibility, unable to 
change.”32 The late management guru witnessed the destructive effects 
of charismatic political leaders in Europe a century ago and foresaw that 
this personal or relational characteristic would create similar problems for 


Tencent founder and CEO “Pony” Ma Huateng has led China’s social media revolution, 
yet he is described more as a humble college grad than an overconfident charismatic 
leader. “Ma always smiles, but more like a shy fresh graduate, rather than a 
sophisticated and charismatic leader,” says one of China’s major newspapers. Starting 
with a basic instant messaging service, Ma expanded the company into microblogging 
(Tencent Weibo), social networking (Qzone), online games, and online payments 
(TenPay). It recently launched a walkie-talkie style text/voice messaging system 
(WeChat), which already has 300 million users worldwide. Rather than relying on “the 
gift” of charisma, Ma has built Tencent through transformational leadership behaviors, 
including his vision of continuous innovation, encouragement of experimentation, and 
modeling that innovative spirit.30
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organizations. The main point here is that transformational leaders are not necessarily 
charismatic, and charismatic leaders are not necessarily transformational.


EVALUATING THE TRANSFORMATIONAL 
LEADERSHIP PERSPECTIVE
Transformational leaders do make a difference.33 Subordinates are more satisfied and have 
higher affective organizational commitment under transformational leaders. They also per-
form their jobs better, engage in more organizational citizenship behaviors, and make better 
or more creative decisions. One study of bank branches reported that organizational com-
mitment and financial performance seem to increase where the branch manager completed 
a transformational leadership training program.34


Transformational leadership is currently the most popular leadership perspective, but it 
faces a number of challenges.35 One problem is that some models engage in circular logic. 
They define and measure transformational leadership by its effects on employees (e.g., in-
spire employees), then (not surprisingly) report that this leadership is effective because it 
inspires employees. Instead, transformational leadership needs to be defined purely as a set 
of behaviors that people use to lead others through the change process. A second concern is 
that some transformational leadership theories combine leader behaviors with the leader’s 
personal characteristics of leaders. For instance, transformational leaders are described as 
visionary, imaginative, sensitive, and thoughtful, yet these personal characteristics are really 
predictors of transformational leadership behaviors.


A third concern is that transformational leadership is usually described as a universal 
concept, that is, it is good in all situations. Only a few studies have investigated whether this 
form of leadership is more valuable in some situations than others.36 For instance, transfor-
mational leadership is probably more appropriate when organizations need to continuously 
adapt to a rapidly changing external environment than when the environment is stable. 
Preliminary evidence suggests that the transformational leadership perspective is relevant 
across cultures. However, there may be specific elements of transformational leadership, 
such as the way visions are communicated and modeled, that are more appropriate in North 
America than in other cultures.


Managerial Leadership Perspective
Leaders don’t spend all (or even most) of their time transforming the organization or work 
unit. They also engage in managerial leadership—daily activities that support and guide 
the performance and well-being of individual employees and the work unit to support cur-
rent objectives and practices. Leadership experts recognize that leading (transformational 
leadership) differs from managing (managerial leadership).37 Although the distinction be-
tween these two perspectives remains somewhat fuzzy, each cluster has a reasonably clear set 
of activities and strong research foundation.


One distinction between the two perspectives is that managerial leadership assumes the 
organization’s (or department’s) objectives are stable and aligned with the external environ-
ment.38 It focuses on continuously developing or maintaining the effectiveness of employees 
and work units for achieving established objectives and practices. In contrast, transforma-
tional leadership assumes the organization’s current direction is misaligned and therefore 
needs to change. This distinction is captured in the often-cited statement: “Managers are 
people who do things right, and leaders are people who do the right thing.”39 Managers 
(more correctly, managerial leadership behaviors) “do things right” by enabling employees to 
perform established goals more effectively. Leaders (more correctly, transformational leader-
ship behaviors) “do the right thing” by redirecting the organization toward a path that is 
better aligned with the external environment.


LO 12-3


managerial leadership
A leadership perspective stating 
that effective leaders help 
employees improve their 
performance and well-being 
toward current objectives 
and practices.
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A second distinction is that managerial leadership is more micro-focused and concrete, 
because it relates to the specific performance and well-being objectives of individual employ-
ees and the immediate work unit. Transformational leadership is more macro-focused and 
abstract. It is directed toward an abstract strategic vision for an entire organization, depart-
ment, or team.


Although transformational and managerial leadership are discussed here as two separate 
leadership perspectives, they are better described as interdependent perspectives.40 Transfor-
mational leadership and managerial leadership depend on each other. Transformational 
leadership identifies, communicates, and builds commitment to a better future for the col-
lective, but these behaviors are not enough for organizational success. That success also re-
quires managerial leadership to translate the abstract vision into more specific operational 
behaviors and practices and to continuously improve employee performance and well-being 
in the pursuit of that future ideal.


Managerial leadership depends on transformational leadership to set the right direc-
tion. Otherwise, managers produce operational excellence and pursue long-range goals 
that are misaligned with the organization’s long-term survival, and to which employees 
lack commitment. For instance, the leaders at Dell Inc. relied on managerial excellence to 
produce low-cost computers, yet the company subsequently suffered because the external 
environment shifted toward higher-priced, innovative products.42 Successful managerial 
leadership (operational efficiency with reasonably happy employees) was not enough to 
make Dell successful. It also needed transformational leadership to develop a vision that 
aligned the company’s products more closely with the marketplace and inspire employees 
to work toward that vision.


An important message here is that managerial and transformational leadership are not 
embodied in different people or positions in the organization. As you might expect, senior 
executive positions require more transformational leadership behavior than do manage-
ment positions further down the hierarchy, because transformational leadership requires 
more discretion to enable macro-level change. However, every manager needs to apply 
both transformational and managerial behaviors to varying degrees. Even frontline em-
ployees who engage in shared leadership may be managerial (helping coworkers through a 
difficult project) or transformational (championing a more customer-friendly culture in 
the work unit).


T.G.I. Friday’s UK business is thriving, thanks to the vision and 
managerial skill of CEO Karen Forrester. Forrester saw huge 
potential for the Texas-based company’s British operations, 
which were suffering from neglect. Her vision was to “bring the 
magic back” so customers could expect a consistently 
enjoyable restaurant experience based on authentic service. 
But Forrester complements this transformational leadership 
with managerial leadership behavior. She weeded out staff 
who lacked commitment to revive the restaurant. She invested 
heavily in training so staff would serve customers better and 
more confidently. Forrester was recently named most people-
focused CEO in the United Kingdom, because she also 
demonstrates supportive leadership through her empathy, 
respect, and enthusiasm. “Without a doubt this industry is all 
about people,” says Forrester. “If your people are looked after 
and they’re happy, then your guests will be happy.”41
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TASK-ORIENTED AND PEOPLE-ORIENTED LEADERSHIP
Managerial leadership research began in the 1940s and 1950s, when research teams at three 
major U.S. universities launched an intensive research investigation to answer the question, 
“What behaviors make leaders effective?” They studied first-line supervisors by asking sub-
ordinates to rate their bosses on many behaviors. These independent research teams essen-
tially produced the same two clusters of leadership behavior from literally thousands of 
items (Exhibit 12.2).43


One cluster, called task-oriented leadership, includes behaviors that define and structure 
work roles. Task-oriented leaders assign employees to specific tasks, set goals and deadlines, 
clarify work duties and procedures, define work procedures, and plan work activities. The 
other cluster represents people-oriented leadership. This cluster includes behaviors such 
as listening to employees for their opinions and ideas, creating a pleasant physical work 
environment, showing interest in staff, complimenting and recognizing employees for 
their effort, and showing consideration of employee needs.


These early studies tried to find out whether effective managers are more task-oriented 
or more people-oriented. This proved to be a difficult question to answer, because each 
style has its advantages and disadvantages. In fact, recent evidence suggests that effective 
leaders rely on both styles, but in different ways.44 When leaders apply high levels of peo-
ple-oriented leadership behavior, their employees tend to have more positive attitudes and 
lower absenteeism, grievances, and turnover. One study reported specifically that followers 
have few stress symptoms when leaders show empathy toward employees.45 When leaders 
exhibit more task-oriented leadership, their employees tend to have higher job perfor-
mance. Not surprisingly, employees generally prefer people-oriented bosses and form neg-
ative attitudes toward bosses who are mostly task-oriented. However, task-oriented 
leadership is also appreciated to some degree. For example, university students value 
task-oriented instructors, because they want clear objectives and well-prepared lectures that 
abide by the unit’s objectives.46


SERVANT LEADERSHIP
Servant leadership is an extension or variation of people-oriented leadership, because it 
defines leadership as serving others in ways that assist their need fulfillment and personal 
development and growth.47 Servant leaders ask, “How can I help you?” rather than ex-
pecting employees to serve them. People who epitomize servant leadership have been de-
scribed as selfless, egalitarian, humble, nurturing, empathetic, and ethical coaches. The main 
objective of servant leadership is to help other stakeholders fulfill their needs and potential, 
particularly “to become healthier, wiser, freer, more autonomous, more likely themselves to 
become servants.”48


Servant leadership research suffers from ambiguous and conflicting definitions, but writers 
agree on a few features.49 First, servant leaders have a natural desire or “calling” to serve others. 
This natural desire is a deep commitment to the growth of others for that purpose alone. 
It goes beyond the leader’s role obligation to help others and is not merely an instrument to 


• Assign work and clarify responsibilities • Show interest in others as people


• Set goals and deadlines • Listen to employees


• Evaluate and provide feedback on work quality • Make the workplace more pleasant


• Establish well-defined best work procedures • Compliment employees for their work


• Plan future work activities • Are considerate of employee needs


 LEADERS ARE PEOPLE-ORIENTED 
LEADERS ARE TASK-ORIENTED WHEN THEY... WHEN THEY...


EXHIBIT 12.2


Task- and People-Oriented 
Leadership Styles


servant leadership
The view that leaders serve 
followers, rather than vice versa; 
leaders help employees fulfill 
their needs and are coaches, 
stewards, and facilitators of 
employee development.
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PATH-GOAL LEADERSHIP THEORY
The servant leadership model implies that leaders should be servants in all circumstances. 
However, the broader literature on task-oriented and people-oriented leadership concluded 
that the best style is contingent on the situation.52 This “it depends” view is more consistent 
with the contingency anchor of organizational behavior discussed in Chapter 1. In other 
words, the most appropriate leadership style depends on the characteristics of the employ-
ees, work setting, the leader–follower relationship, and other factors.


Path-goal leadership theory is the dominant model that applies this contingency ap-
proach to managerial leadership. The main premise of path-goal theory is that effective 
leaders choose one or more leadership styles to influence employee expectations (their pre-
ferred path) regarding the achievement of desired results (their work-related goals), as well as 
perceived satisfaction with those results (outcome valences). In other words, path-goal the-
ory recognizes that leadership is an important influence in the expectancy theory of motiva-
tion (Chapter 5) and its underlying formula, subjective expected utility (Chapter 7).53
Leaders clarify the link between employee behaviors and outcomes, influence the value 
of those outcomes, provide a work environment to facilitate goal accomplishment, and 
so forth.54


achieve company objectives. Second, servant leaders maintain a 
relationship with others that is humble, egalitarian, and accept-
ing. Servant leaders do not view leadership as a position of power. 
Rather, they serve without drawing attention to themselves, with-
out evoking superior status, and without being judgmental about 
others or defensive of criticisms received. Third, servant leaders 
anchor their decisions and actions in ethical principles and prac-
tices. They display sensitivity to and enactment of moral values 
and are not swayed by social pressures or expectations to devi-
ate from those values. In this respect, servant leadership relies 
heavily on the idea of authentic leadership that we discuss later in 
this chapter.


Servant leadership was introduced four decades ago and has 
since enjoyed a steady following, particularly among practitioners 
and religious leaders. Scholarly interest in this topic has bloomed 
in the past few years, but the concept still faces a number of con-
ceptual hurdles. Although servant leadership writers generally 
agree on the three features we described earlier, many have in-
cluded other characteristics that lack agreement and might con-
found the concept with its predictors and outcomes. Still, the 
notion of leader as servant has considerable currency and for 
many centuries has been embedded in the principles of major 
religions. One recent study also found that companies have 
higher performance (return on assets) when their chief executive 
officer exhibits servant leadership behaviors.51


Visit connect.mcgrawhill.com for activities and test questions to 
help you learn about path-goal leadership theory.


path-goal leadership theory
A leadership theory stating that 
effective leaders choose the 
most appropriate leadership 
style(s), depending on the 
employee and situation, to 
influence employee expectations 
about desired results and their 
positive outcomes.


LO 12-4


Servant leadership has recently gained the attention of 
organizational behavior scholars, but it has been ingrained in 
military leadership for decades. “If you look at our Army Values, 
the center of that is selfless service,” explains Lt. Gen. Daniel 
Allyn, commanding general of the XVIIIth Airborne Corps of Fort 
Bragg, North Carolina. “The idea of servant leadership is you put 
others before yourself. That, to me, is an inherent quality of 
leadership, and our Warrior Ethos also speaks to it in ‘I’ll never 
leave a fallen comrade.’ That implies that we’re going to do all 
we can to ensure that we’re always looking after the needs of 
our Soldiers.”50
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Path-Goal Leadership Styles Exhibit 12.3 presents a model of the path-goal theory 
of leadership. This model specifically highlights four leadership styles and several contingency 
factors leading to three indicators of leader effectiveness. The four leadership styles are:55


• Directive. Directive leadership is the same as task-oriented leadership. This leadership 
style consists of clarifying behaviors that provide a psychological structure for subor-
dinates. This includes clarifying performance goals, the means to reach those goals, 
and the standards against which performance will be judged. It also includes the 
judicious use of rewards and disciplinary actions.


• Supportive. Supportive leadership is the same as people-oriented leadership. This 
style provides psychological support for subordinates. The leader is friendly and 
approachable; makes the work more pleasant; treats employees with equal respect; 
and shows concern for the status, needs, and well-being of employees.


• Participative. Participative leadership behaviors encourage and facilitate subordinate 
involvement in decisions beyond their normal work activities. The leader consults 
with employees, asks for their suggestions, and takes these ideas into serious consid-
eration before making a decision. Participative leadership involves employees in 
decisions (see Chapter 7).


• Achievement-oriented. This leadership style emphasizes behaviors that encourage em-
ployees to reach their peak performance. The leader sets challenging goals, expects em-
ployees to perform at their highest level, continuously seeks improvement in employee 
performance, and shows a high degree of confidence that employees will assume re-
sponsibility and accomplish challenging goals. Achievement-oriented leadership applies 
goal-setting theory as well as positive expectations in a self-fulfilling prophecy.


The path-goal model contends that effective leaders are capable of selecting the most 
appropriate behavioral style (or styles) for each situation. Also, leaders often use two or more 
styles at the same time, if these styles are appropriate for the circumstances.


What is your preferred managerial leadership style? Visit connect.
mcgrawhill.com to assess your tendency to use one of three 
leadership styles.


Employee 
contingencies


• Skills/experience


• Locus of control


Environmental
contingencies


• Task structure


• Team dynamics


Leader behaviors


• Directive


• Supportive


• Participative


• Achievement-oriented


Leader effectiveness


• Employee motivation


• Employee satisfaction


• Leader acceptance


EXHIBIT 12.3


Path-Goal Leadership 
Theory
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Contingencies of Path-Goal Theory As a contingency theory, path-goal theory 
states that each of the four leadership styles will be effective in some situations but not in 
others. The path-goal leadership model specifies two sets of situational variables that mod-
erate the relationship between a leader’s style and effectiveness: (1) employee characteristics 
and (2) characteristics of the employee’s work environment. Several contingencies have 
already been studied within the path-goal framework, and the model is open to including 
more variables in the future.56 However, only four contingencies are reviewed here.


• Skill and experience. A combination of directive and supportive leadership is best for 
employees who are (or perceive themselves to be) inexperienced and unskilled.57 
Directive leadership gives subordinates information about how to accomplish the 
task, whereas supportive leadership helps them cope with the uncertainties of 
unfamiliar work situations. Directive leadership is detrimental when employees 
are skilled and experienced, because it introduces too much supervisory control.


• Locus of control. People with an internal locus of control believe that they have 
control over their work environment (see Chapter 3). Consequently, these employees 
prefer participative and achievement-oriented leadership styles and may become 
frustrated with a directive style. In contrast, people with an external locus of control 
believe that their performance is due more to luck and fate, so they tend to be more 
satisfied with directive and supportive leadership.


• Task structure. Leaders should adopt the directive style when the task is nonroutine, 
because this style minimizes the role ambiguity that tends to occur in complex work 
situations (particularly for inexperienced employees).58 The directive style is ineffec-
tive when employees have routine and simple tasks, because the manager’s guidance 
serves no purpose and may be viewed as unnecessarily close control. Employees in 
highly routine and simple jobs may require supportive leadership to help them cope 
with the tedious nature of the work and lack of control over the pace of work. Partic-
ipative leadership is preferred for employees performing nonroutine tasks, because 
the lack of rules and procedures gives them more discretion to achieve challenging 
goals. The participative style is ineffective for employees in routine tasks, because 
they lack discretion over their work.


• Team dynamics. Cohesive teams with performance-oriented norms act as a substitute 
for most leader interventions. High team cohesion substitutes for supportive leader-
ship, whereas performance-oriented team norms substitute for directive and possibly 
achievement-oriented leadership. Thus, when team cohesion is low, leaders should 
use a supportive style. Leaders should apply a directive style to counteract team 
norms that oppose the team’s formal objectives. For example, the team leader may 
need to use legitimate power if team members have developed a norm to “take it 
easy” rather than get a project completed on time.


Path-goal theory’s contingency approach suggests that effective leaders must be both 
insightful and flexible.59 They must be able to adapt their behaviors and styles to the imme-
diate situation. This isn’t easy to do, however. Leaders typically have a preferred style. It takes 
considerable effort for leaders to choose and enact different styles to match the situation. 
Leaders must have high emotional intelligence so that they can diagnose the circumstances 
and match their behaviors accordingly.


Evaluating Path-Goal Theory Path-goal theory has received more research support 
than other contingency leadership models. In fact, one study reported that path-goal theory 
explained more about effective leadership than did the transformational leadership model.60 
This stronger effect is likely because most managers spend more of their time engaging in 
managerial rather than transformational leadership.61 Even so, support for the path-goal 
model is far from ideal. A few contingencies (e.g., task structure) have limited research sup-
port. Other contingencies and leadership styles in the path-goal leadership model have not 
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been investigated at all.62 Another concern is that as path-goal theory expands, the model 
may become too complex for practical use. Few people would be able to remember all the 
contingencies and the appropriate leadership styles for those contingencies. In spite of these 
limitations, path-goal theory remains a relatively robust managerial leadership theory.


OTHER MANAGERIAL LEADERSHIP THEORIES
Several other managerial leadership theories have developed over the years. Some overlap 
with the path-goal model’s leadership styles, but most use simpler and more abstract contin-
gencies. We briefly mention only two here, because of their popularity and historical signif-
icance to the field.


Situational Leadership Theory One of the most popular managerial leadership 
theories among practitioners is the situational leadership theory (SLT), developed by Paul 
Hersey and Ken Blanchard.64 The SLT suggests that effective leaders vary their style with the 
varying ability and motivation (or commitment) of followers. The most recent version uses 
four labels to describe followers, such as “enthusiastic beginner” (low ability, high motiva-
tion) and “disillusioned learner” (moderate ability and low motivation).


The situational leadership model also identifies four leadership styles—telling, selling, 
participating, and delegating—that Hersey and Blanchard distinguish by the amount of 
task-oriented and people-oriented behavior provided. For example, “telling” has high task be-
havior and low supportive behavior. The situational leadership model has four quadrants, and 
each quadrant shows the leadership style that is most appropriate in different circumstances.


Despite its popularity, several studies and at least three reviews have concluded that the 
situational leadership model lacks empirical support.65 Only one part of the model apparently 
works, namely, that leaders should use “telling” (i.e., task-oriented style) when employees lack 
motivation and ability. This relationship is also documented in path-goal theory. The model’s 
elegant simplicity is attractive and entertaining, but most parts don’t represent reality very well.
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How Satisfied 
Are Employees with Their Managers’ 


Leadership Styles?63


situational leadership theory
A commercially popular but 
poorly supported leadership 
model stating that effective 
leaders vary their style (telling, 
selling, participating, delegating) 
according to the motivation and 
ability of followers.
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Fiedler’s Contingency Model Fiedler’s contingency model, developed by Fred 
Fiedler and his associates, is the earliest managerial leadership theory that adopted the con-
tingency approach.66 According to this model, leader effectiveness depends on whether the 
person’s natural leadership style is appropriately matched to the situation. The theory exam-
ines two leadership styles that correspond to the previously described people-oriented and 
task-oriented styles. Unfortunately, Fiedler’s model relies on a questionnaire that does not 
measure either leadership style very well.


Fiedler’s model suggests that the best leadership style depends on the level of situational 
control, that is, the degree of power and influence that the leader possesses in a particular 
situation. Situational control is affected by three factors, in the following order of impor-
tance: leader–member relations, task structure, and position power.67 Leader–member rela-
tions refers to how much employees trust and respect the leader and are willing to follow his 
or her guidance. Task structure indicates the clarity or ambiguity of operating procedures. 
Position power is the extent to which the leader possesses legitimate, reward, and coercive 
power over subordinates. These three contingencies form the eight possible combinations of 
situation favorableness from the leader’s viewpoint. Good leader–member relations, high task 
structure, and strong position power create the most favorable situation for the leader, be-
cause he or she has the most power and influence in these conditions.


Fiedler’s theory has not survived research and logical scrutiny, mainly due to the flaws in 
its leadership style scale, its limited focus on only two leadership styles, and its creation of 
a single contingency variable (leader–member relations) based on an unexplainable arrange-
ment of three situational factors in a hierarchy.68 However, Fiedler’s model makes two 
lasting contributions to leadership knowledge. First, it recognizes the importance of the 
leader’s power in determining the best leadership style. Leader power is not explicit in other 
managerial leadership models.


Second, contrary to the assumptions of most leadership theories, Fiedler argues that 
leaders might not be able to change their style easily to fit the situation. Instead, they 
tend to rely mainly on one style that is most consistent with their personality and values. 
Leaders with a high agreeableness personality and benevolence values tend to prefer 
supportive leadership, for example; leaders with a high conscientiousness personality 
and achievement values feel more comfortable with the directive style of leadership.69
More recently scholars have proposed that leadership styles are “hardwired” more than 
most contingency leadership theories assume.70 Leaders might be able to alter their style 
temporarily, but they tend to rely mainly on one style that is most consistent with their 
personality and values.


LEADERSHIP SUBSTITUTES
So far, we have looked at managerial leadership theories that recommend using different 
leadership styles in various situations. But one theory, called leadership substitutes, identi-
fies conditions that either limit the leader’s ability to influence subordinates or make a par-
ticular leadership style unnecessary. The literature identifies several conditions that possibly 
substitute for task-oriented or people-oriented leadership. Task-oriented leadership might be 
less important when performance-based reward systems keep employees directed toward 
organizational goals. Similarly, increasing employee skill and experience might reduce 
the need for task-oriented leadership. This proposition is consistent with path-goal leader-


ship theory, which states that directive leadership is 
unnecessary—and may be detrimental—when employees 
are skilled or experienced.71


Some research suggests that effective leaders help team 
members learn to lead themselves through leadership sub-
stitutes; in other words, coworkers substitute for leadership 
in high-involvement team structures.72 Coworkers instruct 
new employees, thereby providing directive leadership. 
They also provide social support, which reduces stress 


Fiedler’s contingency model
A leadership model stating that 
leader effectiveness depends on 
whether the person’s natural 
leadership style is appropriately 
matched to the situation (the 
level of situational control).


leadership substitutes
A theory identifying conditions 
that either limit a leader’s ability 
to influence subordinates or 
make a particular leadership style 
unnecessary.
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among fellow employees. Teams with norms that support organizational goals may substi-
tute for achievement-oriented leadership, because employees encourage (or pressure) co-
workers to stretch their performance levels.73


The leadership substitutes model has intuitive appeal, but the evidence so far is mixed. 
Some studies show that a few substitutes do replace the need for task- or people-oriented 
leadership, but others do not. The difficulties of statistically testing for leadership substitutes 
may account for some problems, but a few writers contend that the limited support is evi-
dence that leadership plays a critical role, regardless of the situation.74 At this point, we can 
conclude that leadership substitutes might reduce the need for leaders, but they do not 
completely replace leaders in these situations.


Do leaders make a difference? Visit connect.mcgrawhill.com to 
assess your beliefs about the influence of leaders.


Implicit Leadership Perspective
The transformational and managerial leadership perspectives make the basic assumption 
that leaders “make a difference.” Certainly, there is evidence that leaders influence the 
performance of their departments and organizations. However, leadership also involves 
followers’ perceptions of the characteristics and attributions of people in formal leadership 
positions. This perceptual perspective of leadership, called implicit leadership theory,
has two components: leader prototypes and the romance or attribution of leadership.75


PROTOTYPES OF EFFECTIVE LEADERS
One aspect of implicit leadership theory states that everyone has leadership prototypes—
preconceived beliefs about the features and behaviors of effective leaders.76 These proto-
types, which develop through socialization within the family and society, shape the follower’s 
expectations and acceptance of others as leaders, and this in turn affects the willingness to 
remain a follower. Leadership prototypes not only support a person’s role as leader; they also 
influence our perception of the leader’s effectiveness. In other words, people are more likely 
to believe a leader is effective when he or she looks like and acts consistently with their pro-
totype of a leader.77


Why does this prototype comparison process occur? People want to trust their leader 
before they are willing to serve as followers, yet the leader’s actual effectiveness usually isn’t 
known for several months or possibly years. The prototype comparison process is a quick 
(though faulty) way of estimating the leader’s effectiveness.


THE ROMANCE OF LEADERSHIP
Along with relying on implicit prototypes of effective leaders, followers tend to distort their 
perception of the influence that leaders have on the organization’s success. This “romance of 
leadership” effect exists because, in most cultures, people want to believe that leaders make 
a difference.


There are two basic reasons why people inflate their perceptions of the leader’s influence 
over the environment.79 First, leadership is a useful way for us to simplify life events. It is 
easier to explain organizational successes and failures in terms of the leader’s ability than by 
analyzing a complex array of other forces. Second, there is a strong tendency in the United 
States and other Western cultures to believe that life events are generated more by people 


implicit leadership theory
A theory stating that people 
evaluate a leader’s effectiveness 
in terms of how well that person 
fits preconceived beliefs about 
the features and behaviors of 
effective leaders (leadership 
prototypes) and that people tend 
to inflate the influence of leaders 
on organizational events.
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than by uncontrollable natural forces.80 This illusion of control is satisfied 
by believing that events result from the rational actions of leaders. In other 
words, employees feel better believing that leaders make a difference, so they 
actively look for evidence that this is so.


One way that followers support their perceptions that leaders make a 
difference is through fundamental attribution error (see Chapter 3). Re-
search has found that (at least in Western cultures) leaders are given credit or 
blame for the company’s success or failure because employees do not readily 
see the external forces that also influence these events. Leaders reinforce this 
belief by taking credit for organizational successes.81


The implicit leadership perspective provides valuable advice to improve 
leadership acceptance. It highlights that leadership is a perception of followers 
as much as the actual behaviors and formal roles of people calling themselves 
leaders. Potential leaders must be sensitive to this fact, understand what fol-


lowers expect, and act accordingly. Individuals who do not naturally fit leadership prototypes 
need to provide more direct evidence of their effectiveness as leaders.


Competency Perspective of Leadership
Since the beginning of recorded civilization, people have been interested in the personal 
characteristics that distinguish great leaders from the rest of us.82 One groundbreaking re-
view in the late 1940s concluded that no consistent list of traits could be distilled from 
previous research. This conclusion was revised a decade later, suggesting that a few traits are 
associated with effective leaders.83 These nonsignificant findings caused many scholars to 
give up their search for the personal characteristics of effective leaders.


Over the past two decades, leadership experts have returned to the notion that effective 
leaders might possess specific personal characteristics.84 The earlier research was apparently 
plagued by methodological problems, a lack of theoretical foundation, and inconsistent 
definitions of leadership. The emerging work has identified several leadership competencies,
that is, skills, knowledge, aptitudes, and other personal characteristics that lead to superior 
performance. The main categories of leadership competencies are listed in Exhibit 12.4 and 
described below:85


• Personality. Most of the Big Five personality dimensions (see Chapter 2) are associ-
ated with effective leadership to some extent, but the strongest predictors are high 
levels of extroversion (outgoing, talkative, sociable, and assertive) and conscientious-
ness (careful, dependable, and self-disciplined). With high extroversion, effective 
leaders are comfortable having an influential role in social settings. With higher 
conscientiousness, effective leaders set higher goals for themselves (and others), are 
more motivated to achieve those goals, and have a sense of duty.


• Self-concept. Successful leaders have a complex, internally consistent, and clear self-
concept as a leader (see Chapter 3). This “leader identity” also includes a positive self-
evaluation, including high self-esteem, self-efficacy, and internal locus of control.86 


As the CEO of a successful company (Semco SA) and the author of best-selling 
business books, Ricardo Semler is a giant among corporate leaders in South America. 
Yet he warns of the “romance of leadership” problems that can occur when 
employees are blinded by charismatic leadership. “People will naturally create and 
nurture a charismatic figure. The charismatic figure, on the other hand, feeds this,” 
Semler explains. “The people at Semco don’t look and act like me. They are not yes-
men by any means. . . . [Yet] they credit me with successes that are not my own, and 
they don’t debit me my mistakes.”78


LO 12-6


mcs62589_ch12_340-367.indd Page 357  27/11/13  4:23 PM f-500 /204/MH02010/mcs62589_disk1of1/0077862589/mcs62589_pagefiles








358 Part Three Team Processes


While many people in leadership positions default to daily managerial leadership and 
define themselves as managers, effective leaders view themselves as both transforma-
tional and managerial and are confident with both of these self-views.87


• Leadership motivation. Effective leaders don’t just see themselves as leaders. They are 
also motivated to lead others. They have a strong need for socialized power, meaning 
that they want power to lead others in accomplishing organizational objectives and 
similar good deeds. This contrasts with a need for personalized power, which is the 
desire to have power for personal gain or for the thrill one might experience from 
wielding power over others (see Chapter 5).88 Leadership motivation is also neces-
sary because, even in collegial firms, leaders are in contests for positions further 
up the hierarchy. Effective leaders thrive rather than wither in the face of this 
competition.89


• Drive. Related to their high conscientiousness and positive self-concept, successful 
leaders have a moderately high need for achievement (see Chapter 5). This drive rep-
resents the inner motivation that leaders possess to pursue their goals and encourage 
others to move forward with theirs. Drive inspires inquisitiveness, an action orienta-
tion, and measured boldness to take the organization or team into uncharted waters.


• Integrity. Integrity involves truthfulness and consistency of words and actions, 
qualities that are related to honesty and ethical conduct. Leaders have a high moral 
capacity to judge dilemmas using sound values and to act accordingly. Notice that 
integrity is ultimately based on the leader’s values, which provide an anchor for 
consistency. Several large-scale studies have reported that integrity and honesty 
are the most important characteristics of effective leaders.90 Unfortunately, recent 
surveys also report that employees don’t believe their leaders have integrity and 
consequently don’t trust those leaders.


• Knowledge of the business. Effective leaders possess tacit and explicit knowledge of 
the business environment in which they operate, including subtle indications of 
emerging trends. Knowledge of the business also includes a good understanding of 
how their organization works effectively.


LEADERSHIP 
COMPETENCY DESCRIPTION


EXHIBIT 12.4 Competencies of Effective Leaders


Personality


Self-concept


Drive


Integrity


Leadership motivation


Knowledge of the 
business


Cognitive and practical 
intelligence


Emotional intelligence


The leader’s higher levels of extroversion (outgoing, talkative, sociable, and assertive) and conscien-
tiousness (careful, dependable, and self-disciplined).


The leader’s self-beliefs and positive self-evaluation of his or her own leadership skills and ability to 
achieve objectives.


The leader’s inner motivation to pursue goals.


The leader’s truthfulness and tendency to translate words into deeds.


The leader’s need for socialized power to accomplish team or organizational goals.


The leader’s tacit and explicit knowledge about the company’s environment, enabling him or her to 
make more intuitive decisions.


The leader’s above-average cognitive ability to process information (cognitive intelligence) and solve 
real-world problems by adapting to, shaping, or selecting appropriate environments (practical 
intelligence).


The leader’s ability to monitor his or her own and others’ emotions, discriminate among them, and use 
the information to guide his or her thoughts and actions.
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• Cognitive and practical intelligence. Leaders have above-average cognitive ability to 
process enormous amounts of information. Leaders aren’t necessarily geniuses; 
rather, they have a superior ability to analyze a variety of complex alternatives and 
opportunities. Furthermore, leaders have practical intelligence. Cognitive intelligence 
is assessed by performance on clearly defined problems with sufficient information 
and usually one best answer. In contrast, practical intelligence is assessed by perfor-
mance in real-world settings, where problems are poorly defined, information is 
missing, and more than one solution may be plausible.91


• Emotional intelligence. Effective leaders have a high level of emotional intelligence.92 
They are able to recognize and regulate emotions in themselves and in other people 
(see Chapter 4).


AUTHENTIC LEADERSHIP
A few paragraphs ago, we said that successful leaders have a complex, internally consistent, 
and clear self-concept as a leader and that they possess a strong positive self-evaluation. 
These characteristics lay the foundation for authentic leadership, which refers to how well 
leaders are aware of, feel comfortable with, and act consistently with their self-concept.93
Authenticity is knowing yourself and being yourself (Exhibit 12.5). Leaders learn more 
about their personality, values, thoughts, and habits by reflecting on various situations and 
personal experiences. They also improve this self-awareness by receiving feedback from 
trusted people inside and outside the organization. Both self-reflection and receptivity to 
feedback require high levels of emotional intelligence.


As people learn more about themselves, they gain a greater understanding of their inner 
purpose, which generates a long-term passion for achieving something worthwhile for the 
organization or society. Some leadership experts suggest that this inner purpose emerges 
from a life story, typically a transformative event or experience earlier in life that provides 
guidance for their later career and energy.94


Authentic leadership is more than self-awareness; it also involves behaving in ways that 
are consistent with that self-concept rather than pretending to be someone else. To be 
themselves, great leaders regulate their decisions and behavior in several ways. First, they 
develop their own style and, where appropriate, move into positions where that style will 
be the most effective. Although effective leaders adapt their behavior to the situation to 
some extent, they invariably understand and rely on decision methods and interpersonal 
styles that feel most comfortable to them.


Second, effective leaders continually think about and consistently apply their stable 
hierarchy of personal values to those decisions and behaviors. Leaders face many pressures 
and temptations, such as achieving short-term stock price targets at the cost of long-term 
profitability. Experts note that authentic leaders demonstrate self-discipline by remaining 
anchored to their values. Third, leaders maintain consistency around their self-concept by 
having a strong, positive core self-evaluation. They have high self-esteem and self-efficacy, as 
well as an internal locus of control (Chapter 3).


EXHIBIT 12.5


Authentic Leadership


authentic leadership
The view that effective leaders 
need to be aware of, feel 
comfortable with, and act 
consistently with their values, 
personality, and self-concept.


Know yourself


• Engage in self-reflection


• Receive feedback from
   trusted sources


• Understand your life 
   story


Be yourself


• Develop your own style


•  Apply your values


• Maintain a positive core
   self-evaluation


mcs62589_ch12_340-367.indd Page 359  27/11/13  5:20 PM f-500 /204/MH02010/mcs62589_disk1of1/0077862589/mcs62589_pagefiles








360 Part Three Team Processes


COMPETENCY PERSPECTIVE LIMITATIONS 
AND PRACTICAL IMPLICATIONS
Personality, experience, self-concept, and other personal characteristics af-
fect a person’s propensity to be an effective leader to some extent. Still, the 
competency perspective of leadership has a few limitations.103 First, it as-
sumes that all effective leaders have the same personal characteristics that 
are equally important in all situations. This is probably a false assump-
tion; leadership is far too complex to have a universal list of traits that 


apply to every condition. Some competencies might not be important all the time. Second, 
alternative combinations of competencies may be equally successful; two people with 
different sets of competencies might be equally good leaders. Third, the competency 
perspective views leadership as something within a person, yet experts emphasize that 
leadership is relational. People are effective leaders because of their favorable relation-
ships with followers, so effective leaders cannot be identified without considering the 
quality of these relationships.104


Also remember from our previous discussion that, in the short term, followers tend to 
define effective or ineffective leaders based on their personal characteristics rather than 
whether the leader actually makes a difference to the organization’s success. People who ex-
hibit self-confidence, extroversion, and other traits are called leaders because they fit the 
widely held prototype of an effective leader. Alternatively, if someone is successful, observers 
might assign several nonobservable personal characteristics to them, such as intelligence, 
confidence, and drive. In short, the link between personal characteristics and effective lead-
ership is muddied by several perceptual distortions.


One important final point: The competency perspective of leadership does not necessar-
ily imply that leadership is a talent acquired at birth, rather than developed throughout life. 
On the contrary, competencies indicate only leadership potential, not leadership perfor-
mance. People with these characteristics become effective leaders only after they have devel-
oped and mastered the necessary leadership behaviors. People with somewhat lower 
leadership competencies may become very effective leaders because they have worked harder 
to apply their lower potential more fully.


Cross-Cultural and Gender Issues in Leadership
Along with the four perspectives of leadership presented throughout this chapter, cultural 
values and practices affect what leaders do. Culture shapes the leader’s values and norms, 
which influence his or her decisions and actions. Cultural values also shape the expectations 
that followers have of their leaders. An executive who acts inconsistently with cultural expec-
tations is more likely to be perceived as an ineffective leader. Furthermore, leaders who devi-
ate from those values may experience various forms of influence to get them to conform to 
the leadership norms and expectations of the society. In other words, implicit leadership 


LO 12-7


PostNL, the Netherlands-based mail delivery services firm, builds a stronger 
organization through leaders who exhibit “honesty, authentic leadership, and truly 
connecting with staff.” PostNL CEO Herna Verhagen suggests that authenticity is 
intrinsic in effective leaders. “You cannot make someone be authentic,” suggests 
Verhagen. “What you can do as a company is emphasize that authentic leadership is 
key and explain what it entails.” Furthermore, she believes that authentic leadership 
requires a “secure base,” which includes taking pride in your company, team, boss, 
and yourself.95
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theory, described in a previous section of this chapter, explains differences in leadership 
practices across cultures.


Over the past several years, 150 researchers from dozens of countries have worked to-
gether on Project GLOBE (Global Leadership and Organizational Behavior Effectiveness) 
to identify the effects of cultural values on leadership.105 The project organized countries 
into 10 regional clusters, of which the United States, Great Britain, and similar countries are 
grouped into the “Anglo” cluster. The results of this massive investigation suggest that some 
features of leadership are universal and some differ across cultures. Specifically, the GLOBE 
project reports that “charismatic visionary” is a universally recognized concept and that 
middle managers around the world believe that it is characteristic of effective leaders. The 
charismatic visionary represents a cluster of concepts including visionary, inspirational, 
performance orientation, integrity, and decisiveness.106


In contrast, participative leadership is perceived as characteristic of effective leadership 
in low power distance cultures but less so in high power distance cultures. For instance, 
one study reported that Mexican employees expect managers to make decisions affecting 
their work. Mexico is a high power distance culture, so followers expect leaders to apply 
their authority rather than delegate their power most of the time.107 In summary, there are 
similarities and differences in the concept and preferred practice of leadership across 
cultures.


debating point
SHOULD LEADERS REALLY BE AUTHENTIC ALL THE TIME?


According to popular business books and several scholarly arti-
cles, authentic leadership is one of the core attributes of effective 
leaders. Authentic leaders know themselves and act in accor-
dance with that self-concept. They live their personal values and 
find a leadership style that best matches their personality. Fur-
thermore, authentic leaders have a sense of purpose, often devel-
oped through a crisis or similar “crucible” event in their lives.
 It makes sense that leaders should be authentic. After all, as 
singer Liza Minnelli has often said: “I would rather be a first-rate 
version of myself than a second-rate version of anybody else.”96 In 
other words, leaders are better at acting out their natural beliefs and 
tendencies than by acting like someone else. Furthermore, authen-
ticity results in consistency, which is a foundation of trust. So by 
being authentic, leaders are more likely to be trusted by followers.97


 But should leaders always be themselves and act consistently 
with their beliefs and personality? Not necessarily, according to a 
few experts. The concept of authentic leadership seems to be at 
odds with well-established research that people are evaluated as 
more effective leaders when they have a high rather than low 
self-monitoring personality.98


 High “self-monitors” quickly understand their social environ-
ment and easily adapt their behavior to that environment. In other 
words, high self-monitors change their behavior to suit what 
others expect from them. In contrast, low self-monitors behave 
consistently with their personality and self-concept. They do not 


change their beliefs, style, or behaviors across social contexts. 
On the contrary, they feel much more content with high congru-
ence between who they are and what they do, even when their 
natural style does not fit the situation.
 Employees prefer an adaptive (i.e., high self-monitoring) leader, 
because they have preconceived prototypes of how leaders 
should act (implicit leadership theory, which we discussed earlier 
in this chapter).99 Authentic leaders are more likely to violate those 
prototypical expectations and, consequently, be viewed as less 
leader-like. The message is that leadership is a role that its in-
cumbents are required to perform rather than to completely “act 
naturally.” Ironically, while applauding the virtues of authentic 
leadership, leadership guru Warren Bennis acknowledged that 
“leadership is a performance art.” His point was that leaders are 
best when they act naturally in that role, but the reality of any per-
formance is that people can never be fully themselves.100


 Furthermore, while being yourself is authentic, it may convey 
the image of being inflexible and insensitive.101 This problem was 
apparent to a management professor and consultant when re-
cently working with a client. The executive’s staff followed a work 
process that was comfortable to the executive but not to many of 
her employees. When asked to consider adopting a process that 
was easier for her staff, the executive replied: “Look. This is just 
how I work.” The executive was authentic, but the inflexibility un-
dermined employee performance and morale.102
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12-1 Define leadership and shared leadership.
Leadership is defined as the ability to influence, motivate, and 
enable others to contribute to the effectiveness and success of 
the organizations of which they are members. Leaders use influ-
ence to motivate followers and arrange the work environment 
so they do the job more effectively. Shared leadership views 
leadership as a role rather than a formal position, so employees 
throughout the organization act informally as leaders as the oc-
casion arises. These situations include serving as champions for 
specific ideas or changes, as well as filling leadership roles where 
it is needed.


12-2 Describe the four elements of transformational lead-
ership and explain why they are important for orga-
nizational change.


Transformational leadership begins with a strategic vision, 
which is a positive representation of a future state that energizes 
and unifies employees. A vision is values-based, a distant goal, 
abstract, and meaningful to employees. Transformational lead-
ers effectively communicate the vision by framing it around val-
ues, showing sincerity and passion toward the vision, and using 
symbols, metaphors, and other vehicles that create richer mean-
ing for the vision. Transformational leaders model the vision 
(walk the talk) and encourage employees to experiment with 
new behaviors and practices that are potentially more consistent 
with the visionary future state. They also build employee com-
mitment to the vision through the preceding activities, as well as 
by celebrating milestones to the vision. Some transformational 


leadership theories view charismatic leadership as an essential 
ingredient of transformational leadership. However, this view is 
inconsistent with the meaning of charisma and at odds with 
research on the dynamics and outcomes of charisma in leader–
follower relationships.


12-3 Compare managerial leadership with transforma-
tional leadership, and describe the features of task-
oriented, people-oriented, and servant leadership.


Managerial leadership includes the daily activities that support 
and guide the performance and well-being of individual employees 
and the work unit to achieve current objectives and practices. 
Transformational and managerial leadership are dependent on each 
other, but they differ in their assumptions of stability versus change 
and their micro versus macro focus.
 Task-oriented behaviors include assigning employees to spe-
cific tasks, clarifying their work duties and procedures, ensuring 
they follow company rules, and pushing them to reach their per-
formance capacity. People-oriented behaviors include showing 
mutual trust and respect for subordinates, demonstrating a gen-
uine concern for their needs, and having a desire to look out for 
their welfare.
 Servant leadership defines leadership as serving others to sup-
port their need fulfillment and personal development and 
growth. Servant leaders have a natural desire or “calling” to serve 
others. They maintain a relationship with others that is humble, 
egalitarian, and accepting. Servant leaders also anchor their deci-
sions and actions in ethical principles and practices.


chapter summary


GENDER AND LEADERSHIP
Studies in field settings have generally found that male and female leaders do not differ in 
their levels of task-oriented or people-oriented leadership. The main explanation is that 
real-world jobs require similar behavior from male and female job incumbents.108 How-
ever, women adopt a participative leadership style more readily than their male counter-
parts. One possible reason is that, compared with boys, girls are often raised to be more 
egalitarian and less status-oriented, which is consistent with being participative. There is 
also some evidence that women have somewhat better interpersonal skills than men, and 
this translates into their relatively greater use of the participative leadership style. A third 
explanation is that subordinates, on the basis of their own gender stereotypes, expect 
female leaders to be more participative, so female leaders comply with follower expecta-
tions to some extent.


Surveys report that women are rated higher than men on the emerging leadership quali-
ties of coaching, teamwork, and empowering employees.109 Yet research also suggests that 
women are evaluated negatively when they try to apply the full range of leadership styles, 
particularly more directive and autocratic approaches. Thus, ironically, women may be well 
suited to contemporary leadership roles, yet they often continue to face limitations of lead-
ership through the gender stereotypes and prototypes of leaders that are held by followers.110 
Overall, both male and female leaders must be sensitive to the fact that followers have expec-
tations about how leaders should act, and negative evaluations may go to leaders who devi-
ate from those expectations.
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critical thinking questions
1. Why is it important for top executives to value and support 


shared leadership?
2. Transformational leadership is the most popular perspective 


of leadership. However, it is far from perfect. Discuss the 
limitations of transformational leadership.


3. This chapter distinguished charismatic leadership from 
transformational leadership. Yet charisma is identified by 
most employees and managers as a characteristic of effective 
leaders. Why is charisma commonly related to leadership? 
In your opinion, are the best leaders charismatic? Why or 
why not?


4. Consider your favorite teacher. What people-oriented and 
task-oriented leadership behaviors did he or she use effec-
tively? In general, do you think students prefer an instructor 
who is more people-oriented or task-oriented? Explain your 
preference.


5. Your employees are skilled and experienced customer service 
representatives who perform nonroutine tasks, such as 


solving unique customer problems or meeting special needs 
with the company’s equipment. Use path-goal theory to 
identify the most appropriate leadership style(s) you should 
use in this situation. Be sure to fully explain your answer, 
and discuss why other styles are inappropriate.


6. Identify a current political leader (e.g., president, governor, 
mayor) and his or her recent accomplishments. Now, using 
the implicit leadership perspective, think of ways that these 
accomplishments of the leader may be overstated. In other 
words, explain why they may be due to factors other than 
the leader.


7. Find two newspaper ads for management or executive 
positions. What leadership competencies are mentioned in 
these ads? If you were on the selection panel, what meth-
ods would you use to identify these competencies in job 
applicants?


8. How do you think emotional intelligence, cognitive and 
practical intelligence influence authentic leadership?


authentic leadership, p. 359
Fiedler’s contingency model, p. 355
implicit leadership theory, p. 356
leadership, p. 342


leadership substitutes, p. 355
managerial leadership, p. 348
path-goal leadership theory, p. 351
servant leadership, p. 350


shared leadership, p. 343
situational leadership theory, p. 354
transformational leadership, p. 344


key terms


12-4 Discuss the elements of path-goal theory, Fiedler’s 
contingency model, and leadership substitutes.


The path-goal theory of leadership takes the view that effective 
managerial leadership involves diagnosing the situation and using 
the most appropriate style for it. The core model identifies four 
leadership styles—directive, supportive, participative, and 
achievement-oriented—and several contingencies related to the 
characteristics of the employee and of the situation.
 Two other contingency leadership theories include the situa-
tional leadership theory and Fiedler’s contingency theory. Re-
search support is quite weak for both theories. However, a lasting 
element of Fiedler’s theory is the idea that leaders have natural 
styles and, consequently, that companies need to change the 
leaders’ environments to suit their style. Leadership substitutes 
theory identifies contingencies that either limit the leader’s abil-
ity to influence subordinates or make a particular leadership 
style unnecessary.


12-5 Describe the two components of the implicit leader-
ship perspective.


According to the implicit leadership perspective, people have 
leadership prototypes, which they use to evaluate the leader’s ef-
fectiveness. Furthermore, people form a romance of leadership; 
they want to believe that leaders make a difference, so they 


engage in fundamental attribution error and other perceptual 
distortions to support this belief in the leader’s impact.


12-6 Identify eight competencies associated with effective 
leaders and describe authentic leadership.


The competency perspective identifies the characteristics of ef-
fective leaders. Recent writing suggests that leaders have specific 
personality characteristics, positive self-concept, drive, integrity, 
leadership motivation, knowledge of the business, cognitive and 
practical intelligence, and emotional intelligence. Authentic 
leadership refers to how well leaders are aware of, feel comfort-
able with, and act consistently with their self-concept. This con-
cept consists mainly of two parts: self-awareness and engaging in 
behavior that is consistent with one’s self-concept.


12-7 Discuss cultural and gender similarities and differ-
ences in leadership.


Cultural values influence the leader’s personal values, which in 
turn influence his or her leadership practices. Women generally 
do not differ from men in the degree of people-oriented or 
task-oriented leadership. However, female leaders more often 
adopt a participative style. Research also suggests that people 
evaluate female leaders on the basis of gender stereotypes, which 
may result in higher or lower ratings.
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CASE STUDY: A WINDOW ON LIFE
By Steven L. McShane, The University of Western Australia


For Gilbert LaCrosse, there is nothing quite as beautiful as a 
handcrafted wood-framed window. LaCrosse’s passion for 
windows goes back to his youth in Eau Claire, Wisconsin, 
where he learned how to make residential windows from an 
elderly carpenter. He learned about the characteristics of 
good wood, the best tools to use, and how to choose the best 
glass from local suppliers. LaCrosse apprenticed with the car-
penter in his small workshop and, when the carpenter retired, 
was given the opportunity to operate the business himself.
 LaCrosse hired his own apprentice as he built up business 
in the local area. His small operation soon expanded as the 
quality of windows built by LaCrosse Industries, Inc. became 
better known. Within eight years, the company employed 
nearly 25 people, and the business had moved to larger facil-
ities to accommodate the increased demand from Wisconsin. 
In these early years, LaCrosse spent most of his time in the 
production shop, teaching new apprentices the unique skills 
that he had mastered and applauding the journeymen for 
their accomplishments. He would constantly repeat the point 
that LaCrosse products had to be of the highest quality be-
cause they gave families a “window on life.”
 After 15 years, LaCrosse Industries employed over 200 
people. A profit-sharing program was introduced to give 
employees a financial reward for their contribution to the 
organization’s success. Due to the company’s expansion, 
headquarters had to be moved to another area of the city, but 
the founder never lost touch with the workforce. Although 
new apprentices were now taught entirely by the master 
carpenters and other craftspeople, LaCrosse would still chat 
with plant and office employees several times each week.
 When a second work shift was added, LaCrosse would 
show up during the evening break with coffee and boxes of 
donuts and discuss how the business was doing and how it 
became so successful through quality workmanship. Produc-
tion employees enjoyed the times when he would gather 
them together to announce new contracts with developers 
from Chicago and New York. After each announcement, 
LaCrosse would thank everyone for making the business a 
success. They knew that LaCrosse quality had become a stan-
dard of excellence in window manufacturing across the East-
ern part of the country.
 It seemed that almost every time he visited, LaCrosse 
would repeat the now well-known phrase that LaCrosse 
products had to be of the highest quality because they pro-
vided a window on life to so many families. Employees never 
grew tired of hearing this from the company founder. 


However, it gained extra meaning when LaCrosse began 
posting photos of families looking through LaCrosse win-
dows. At first, LaCrosse would personally visit developers 
and homeowners with a camera in hand. Later, as the 
“window on life” photos became known by developers and 
customers, people would send in photos of their own families 
looking through elegant front windows made by LaCrosse 
Industries. The company’s marketing staff began using this 
idea, as well as LaCrosse’s famous phrase, in their advertising. 
After one such marketing campaign, hundreds of photos 
were sent in by satisfied customers. Production and office 
employees took time after work to write personal letters of 
thanks to those who had submitted photos.
 As the company’s age reached the quarter-century mark, 
LaCrosse, now in his mid-fifties, realized that the organiza-
tion’s success and survival depended on expansion to other 
parts of the United States. After consulting with employees, 
LaCrosse made the difficult decision to sell a majority share 
to Build-All Products, Inc., a conglomerate with interna-
tional marketing expertise in building products. As part of 
the agreement, Build-All brought in a vice-president to over-
see production operations while LaCrosse spent more time 
meeting with developers. LaCrosse would return to the plant 
and office at every opportunity, but often this would be only 
once a month.
 Rather than visiting the production plant, Jan Vlodoski, 
the new production vice-president, would rarely leave his 
office in the company’s downtown headquarters. Instead, 
production orders were sent to supervisors by memorandum. 
Although product quality had been a priority throughout the 
company’s history, less attention had been paid to inventory 
controls. Vlodoski introduced strict inventory guidelines and 
outlined procedures on using supplies for each shift. Goals 
were established for supervisors to meet specific inventory 
targets. Whereas employees previously could have tossed 
out several pieces of warped wood, they would now have to 
justify this action, usually in writing.
 Vlodoski also announced new procedures for purchas-
ing production supplies. LaCrosse Industries had highly 
trained purchasing staff who worked closely with senior 
craftspeople when selecting suppliers, but Vlodoski wanted 
to bring in Build-All’s procedures. The new purchasing 
methods removed production leaders from the decision 
process and, in some cases, resulted in trade-offs that 
LaCrosse’s employees would not have made earlier. A few 
employees quit during this time, saying that they did not 


9. You hear two people debating the merits of women as 
leaders. One person claims that women make better lead-
ers than do men because women are more sensitive to 
their employees’ needs and involve them in organizational 
decisions. The other person counters that though these 


leadership styles may be increasingly important, most 
women have trouble gaining acceptance as leaders when 
they face tough situations in which a more autocratic style 
is required. Discuss the accuracy of the comments made 
in this discussion.
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SELF-ASSESSMENT


DO LEADERS MAKE A DIFFERENCE?
PURPOSE This assessment is designed to help you assess 
your beliefs about the influence of leaders.


INSTRUCTIONS Read each of the following statements 
and circle the response that best indicates your personal 


belief about that statement. Then, use the scoring key in 
the Appendix to calculate the results for each leadership di-
mension. After completing this assessment, be prepared 
to discuss in class the relevance and level of implicit leader-
ship theory.


TEAM EXERCISE: LEADERSHIP DIAGNOSTIC ANALYSIS
PURPOSE To help students learn about the different path-
goal leadership styles and when to apply each style.


INSTRUCTIONS
Step 1: Students individually write down two incidents in 
which someone has been an effective manager or leader over 
them. The leader and situation might be from work, a sports 
team, a student work group, or any other setting where lead-
ership might emerge. For example, students might describe 
how their supervisor in a summer job pushed them to reach 
higher performance goals than they would have done other-
wise. Each incident should state the actual behaviors that the 
leader used, not just general statements (e.g., “My boss sat 
down with me and we agreed on specific targets and dead-
lines, then he said several times over the next few weeks that 
I was capable of reaching those goals.”) Each incident requires 
only two or three sentences.


Step 2: After everyone has written their two incidents, the 
instructor will form small groups (typically between four or 


five students). Each team will answer the following questions 
for each incident presented in that team:


1. Which path-goal theory leadership style(s)—directive, 
supportive, participative, or achievement-oriented—did 
the leader apply in this incident? 


2. Ask the person who wrote the incident about the condi-
tions that made this leadership style (or these styles, if more 
than one was used) appropriate in this situation. The team 
should list these contingency factors clearly and, where 
possible, connect them to the contingencies described in 
path-goal theory. (Note: The team might identify path-goal 
leadership contingencies that are not described in the book. 
These, too, should be noted and discussed.)


Step 3: After the teams have diagnosed the incidents, each 
team will describe to the entire class the most interesting inci-
dents, as well as its diagnosis of that incident. Other teams will 
critique the diagnosis. Any leadership contingencies not men-
tioned in the textbook should also be presented and discussed.


feel comfortable about producing a window that would not 
stand the test of time. However, there were few jobs for 
carpenters at the time, so most staff members remained 
with the company.
 After one year, inventory expenses decreased by approxi-
mately 10 percent, but the number of defective windows re-
turned by developers and wholesalers had increased markedly. 
Plant employees knew that the number of defective windows 
would increase as they used somewhat lower-quality materi-
als to reduce inventory costs. However, they heard almost no 
news about the seriousness of the problem until Vlodoski 
sent a memo to all production staff saying that quality must 
be maintained. During the latter part of the first year under 
Vlodoski, a few employees had the opportunity to personally 
ask LaCrosse about the changes and express their concerns. 
LaCrosse apologized, saying due to his travels to new regions, 
he had not heard about the problems, and that he would look 
into the matter.
 Exactly 18 months after Build-All had become majority 
shareholder of LaCrosse Industries, LaCrosse called together 
five of the original staff in the plant. The company founder 


looked pale and shaken as he said that Build-All’s actions 
were inconsistent with his vision of the company and, for 
the first time in his career, he did not know what to do. 
Build-All was not pleased with the arrangement either. 
Although LaCrosse windows still enjoyed a healthy market 
share and were competitive for the value, the company did 
not quite provide the minimum 18 percent return on equity 
that the conglomerate expected. LaCrosse asked his long-
time companions for advice.


Discussion Questions
1. Identify the symptoms indicating that problems exist at 


LaCrosse Industries, Inc.
2. Use one or more leadership theories to analyze the 


underlying causes of the current problems at LaCrosse 
Industries. What other organizational behavior theories 
might also help explain some of the problems?


3. What should Gilbert LaCrosse do in this situation?


© Copyright 2000, Steven L. McShane.
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