
 



Module 2: Organizational Behavior and Leadership Excellence 

2.1 Individual Behavior, Motivation Theories, and Workplace 
Performance 

The Foundation of Individual Behavior in Organizations 

Organizational Behavior (OB) is the systematic study of the actions and attitudes that 
people exhibit within organizations. Understanding individual behavior is critical for 
managers because human capital is the primary engine of organizational performance. 

Individual behavior is shaped by an interaction between an individual’s psychological 
makeup and environmental stimuli, structurally conceptualized via the MARS Model of 
Individual Behavior and Results: 
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 Motivation: The internal forces that drive the direction, intensity, and persistence of an 
individual's voluntary behavior. 
 

 Ability: The natural aptitudes and learned capabilities required to successfully complete 
a specific task. 
 

 Role Perceptions: The degree of clarity with which individuals understand the job 
duties and responsibilities assigned to them. 
 

 Situational Factors: External conditions beyond the employee’s immediate control that 
constrain or facilitate performance (e.g., resource availability, time constraints, or 
technology stability). 
 



Content Theories of Motivation 

Content theories explore what specific factors energise and motivate individuals. They 
focus on internal human needs that must be satisfied. 

1. Maslow’s Hierarchy of Needs 

Abraham Maslow posited that human needs are arranged in a strict, five-tier 
psychological hierarchy: 

1. Physiological: Base life-sustaining needs (food, water, baseline shelter). 
2. Safety: Physical security, stable employment, financial predictability. 
3. Social/Belonging: Interpersonal relationships, team acceptance, affection. 
4. Esteem: Internal self-respect, external status, institutional recognition. 
5. Self-Actualisation: Maximising personal potential, continuous growth, creative fulfillment. 

 
 The Progression Principle: A lower-level need must be substantially satisfied before 

the next higher-level need becomes a dominant motivator. Once a need is met, it 
ceases to motivate behavior. 
 
2. Herzberg’s Two-Factor (Motivator-Hygiene) Theory 

Frederick Herzberg transformed corporate job design by establishing that job 
satisfaction and job dissatisfaction are independent constructs driven by entirely 
different factors. 

 

[ High Dissatisfaction ] <--- Hygiene Factors ---> [ Neutral State ] <--- 
Motivators ---> [ High Satisfaction ] 
(Salary, Policies, Working Conditions)              (Achievement, Growth, 
Responsibility) 
 

 Hygiene Factors (Extrinsic): Elements associated with the work context or 
environment (e.g., base salary, corporate policies, working conditions, job security). If 
these factors are inadequate, they cause deep dissatisfaction. However, optimizing 
them only brings employees to a neutral state; it does not create high motivation. 
 

 Motivators (Intrinsic): Elements deeply tied to the content of the work itself (e.g., 
sense of achievement, recognition, challenging responsibilities, personal advancement). 
True motivation and structural engagement are only unlocked by cultivating these 
intrinsic motivators. 
 
3. McClelland’s Theory of Needs 

David McClelland proposed that individuals acquire three distinct, culturally learned 
needs that vary in intensity across people: 

 Need for Achievement (nAch): The drive to excel, hit metrics, and achieve challenging 
goals. High-nAch individuals prefer tasks with moderate risks and clear, immediate 
performance feedback. 



 Need for Affiliation (nAff): The desire to maintain close, harmonious interpersonal 
relationships and avoid conflict. 
 

 Need for Power (nPower): The desire to influence, coach, or control others. This is 
subdivided into personal power (controlling others for personal ego) and 
institutional/social power (organising others to achieve institutional goals). 
 
Process Theories of Motivation 

Process theories examine how behavior is energized, directed, sustained, and stopped. 
They look at the cognitive processes behind motivation. 

1. Vroom’s Expectancy Theory 

Victor Vroom formulated a highly cognitive, mathematical model of motivation. It states 
that an individual's motivational force (MF) to exert effort is a multiplicative function of 
three distinct perceptions: 

 

\(\text{Motivational\ Force\ (MF)}=\text{Expectancy\ (E)}\times \text{Instrumentality\ 
(I)}\times \text{Valence\ (V)}\) 

 

 Expectancy (E → P): The subjective probability that investing a certain amount of effort 
will lead to successful performance (e.g., "If I work harder, will my output improve?"). 
 

 Instrumentality (P → R): The belief that successful performance will actually lead to a 
specific organizational outcome or reward (e.g., "If I hit my output target, will I get the 
promised bonus?"). 
 

 Valence (V): The value or attractiveness that an individual places on the expected 
organizational reward (e.g., "Is this bonus valuable to me?"). 
 

 The Multiplicative Multiplier: Because these variables are multiplied, if any single 
variable is zero, the total motivational force drops to absolute zero. 
 
2. Locke’s Goal-Setting Theory 

Edwin Locke’s empirical research proves that goals are powerful motivators when 
configured correctly. To maximize workplace performance, goals must follow specific 
criteria: 

 Specificity: Clear, unambiguous, and measurable targets outperform vague 
instructions like "do your best." 
 

 Difficulty: Hard, challenging goals lead to higher performance than easy goals, 
provided the employee accepts the goal and believes it is attainable. 



 Feedback: Continuous, objective feedback loops are required so individuals can track 
progress and adjust their strategies. 
 
3. Adams’ Equity Theory 

Stacey Adams focused on social comparison and cognitive dissonance. Employees 
continuously evaluate the fairness of their work outcomes by calculating an equity ratio 
of their inputs to outcomes, and comparing it against a reference person (Comparison 
Other): 

 

\(\frac{\text{Outcomes}_{\text{Self}}}{\text{Inputs}_{\text{Self}}}\quad \text{vs.}\quad 
\frac{\text{Outcomes}_{\text{Other}}}{\text{Inputs}_{\text{Other}}}\) 

 

 Inputs: Effort, education, tenure, skill, and hours worked. 
 

 Outcomes: Compensation, promotions, recognition, and fringe benefits. 
 

 Perceived Inequity: If the ratios are unequal, employees experience psychological 
tension. To resolve this cognitive dissonance, they may alter their inputs (reduce effort), 
distort their perceptions of self/others, change their comparison target, or resign from 
the company. 

 

2.2 Group Dynamics, High-Performance Teams, and Corporate 
Culture 

The Evolution of Teams: Bruce Tuckman’s Model 

A collection of individuals does not automatically function as an integrated, productive 
unit. Groups progress through five distinct structural development stages: 

[ Forming ] ---> [ Storming ] ---> [ Norming ] ---> [ Performing ] ---> [ 
Adjourning ] 

1. Forming: The initial stage characterized by orientation, high ambiguity, and anxiety. 
Members evaluate group boundaries, test leader behaviors, and establish baseline 
politeness. 
 



2. Storming: Intragroup conflict emerges as individual personalities assert themselves. 
Members resist group constraints and clash over tasks, leadership, and operational 
methodologies. This stage is crucial for establishing real trust and clear role definitions. 

 

 
3. Norming: Cohesion develops as the group resolves conflicts. Close relationships form, 

consensus emerges around goals, and implicit standards of behavior (norms) become 
deeply established. 
 

4. Performing: The group structures become completely integrated and fully operational. 
Energy shifts from getting to know and understand each other to executing tasks 
smoothly and efficiently. 
 

5. Adjourning: For temporary teams, this final phase wraps up activities and prepares the 
group for dissolution, focusing on transition and closure. 
 
Defining High-Performance Teams (HPTs) 

High-Performance Teams are highly aligned groups of individuals with complementary 
skills who share a common purpose, clear performance goals, and mutual 
accountability. Building an HPT requires focusing on three fundamental dimensions: 

 Psychological Safety: Popularized by Amy Edmondson, this is the shared belief that 
the team environment is safe for interpersonal risk-taking. In a psychologically safe 
team, members feel comfortable speaking up, admitting mistakes, questioning 
assumptions, and proposing radical ideas without fear of humiliation or professional 
retaliation. 
 

 Cognitive Diversity: Integrating individuals with diverse thinking styles, analytical 
frameworks, and problem-solving perspectives. While demographic diversity introduces 
varied life perspectives, cognitive diversity directly prevents systemic groupthink during 
complex problem-solving scenarios. 
 

 The Problem of Groupthink: A dangerous psychological phenomenon where the 
desire for harmony and conformity within a highly cohesive group overrides realistic, 
critical assessments of alternative courses of action. 
 

Groupthink Symptoms Strategic Countermeasures 

Illusion of absolute invulnerability 
Formally appoint a Devil's Advocate for every major 
decision 

Unquestioned belief in the group's inherent 
morality 

Encourage open, anonymous feedback channels 

Direct peer pressure on dissenting 
members 

Bring in outside subject-matter experts to challenge 
ideas 

Self-censorship of doubts and deviations 
Have the team leader deliberately withhold their 
opinion early on 



Corporate Culture Frameworks 

Corporate culture is the shared values, beliefs, and assumptions that govern how 
people behave in organizations. It acts as an invisible social glue that guides decision-
making. 

The McKinsey 7S Framework 

To understand how culture interacts with the broader enterprise, managers use the 
McKinsey 7S tool, which highlights that an organization must align seven internal 
elements to achieve peak performance. These are divided into Hard elements (easy to 
define and change) and Soft elements (deeply cultural and harder to alter): 

 

        [ Hard Ss: Strategy, Structure, Systems ] 
                           ^ 
                           | (Interconnected Alignment) 
                           v 
     [ Soft Ss: Shared Values, Style, Staff, Skills ] 
 

 Shared Values (The Core): The foundational beliefs, norms, and spiritual identity of the 
organization that guide behavior. 
 

 Strategy: The formalized plan designed to achieve a sustained competitive advantage. 
 

 Structure: The structural hierarchy, reporting lines, and divisional architecture of the 
firm. 
 

 Systems: The formal procedures, technical workflows, and infrastructure tools used to 
run the business daily. 
 

 Style: The cultural pattern of leadership styles and the behavioral norms of the 
executive team. 
 

 Staff: The demographic composition, human capital pools, and talent management 
approaches within the firm. 
 

 Skills: The core competencies and distinctive capabilities embedded within the 
workforce. 
 
Charles Handy’s Four Cultural Types 

Charles Handy categorized corporate cultures into four distinct typologies based on 
their structures and operational focus: 

 Power Culture (Web Structure): Centralized control radiating from a single, powerful 
individual or small executive core. Decisions are made rapidly based on personal 
influence rather than formal policy. 



 Role Culture (Bureaucracy/Pillar Structure): Defined by strict functional departments, 
rigid job descriptions, formal hierarchies, and exhaustive written procedures. Stability 
and predictability are highly valued over agility. 
 

 Task Culture (Matrix/Net Structure): Built around dynamic, project-based teams 
formed to solve specific problems. Power shifts to individuals who have the technical 
expertise required for the task, making this culture highly adaptable. 
 

 Person Culture (Cluster Structure): A rare structure where the organization exists 
primarily to serve the individual experts within it (e.g., elite legal partnerships, 
architecture collectives, or medical practices). 

 

2.3 Leadership Models, Power Dynamics, and Change 
Management 

Contingency Models of Leadership 

Early leadership theories focused on finding a single, perfect set of leadership traits or 
behaviors. Modern leadership theory recognizes that effective leadership depends on 
the situation. 

Hersey and Blanchard’s Situational Leadership Theory 

This model posits that leaders must dynamically adjust their leadership style based on 
the Development Level (Maturity) of their followers, measured by an employee's 
competence (skills) and commitment (motivation). 

 

                        HIGH Supportive Behavior 
                         
               [ S3: PARTICIPATING ]   [ S2: SELLING ] 
               - Competent but         - Some Competence 
                 Variable Commitment     but Low Commitment 
LOW Directive  --------------------------------------------- HIGH 
Directive 
Behavior       [ S4: DELEGATING ]      [ S1: TELLING ] 
               - High Competence &     - Low Competence & 
                 High Commitment         High Commitment 
                  
                        LOW Supportive Behavior 



 S1: Telling (High Directive, Low Supportive): Used for followers with low competence 
but high commitment (e.g., raw recruits). The leader provides clear, specific instructions 
and closely supervises tasks. 
 

 S2: Selling (High Directive, High Supportive): Used for followers with some 
competence but low commitment. The leader explains decisions, solicits ideas, but 
retains complete decision-making authority. 
 

 S3: Participating (Low Directive, High Supportive): Used for followers with high 
competence but variable commitment. The leader and followers share decision-making 
responsibilities, with the leader focusing on facilitating and coaching. 
 

 S4: Delegating (Low Directive, Low Supportive): Used for followers with high 
competence and high commitment. The leader hands over primary responsibility for 
decision-making and execution to the employee. 
 
 
 
Power and Influence: French and Raven’s Bases of Power 

Leadership is fundamentally the exercise of power to influence the behavior of others. 
French and Raven isolated five distinct sources of managerial power, categorizing them 
into Position Power (tied to office) and Personal Power (tied to the individual): 

Position Power 

 Legitimate Power: Derived strictly from an individual’s formal title and structural 
position within the hierarchy. 
 

 Reward Power: Based on a leader's control over tangible resources and the authority 
to allocate positive incentives (bonuses, promotions, prime desk locations). 
 

 Coercive Power: Rooted in the authority to apply negative sanctions, punishments, 
reprimands, or termination. 
 
Personal Power 

 Expert Power: Derived from possessing unique, specialized knowledge, elite technical 
skills, or critical information that the organization needs. 
 

 Referent Power: Rooted in the charisma, interpersonal respect, and admiration that a 
leader commands, inspiring followers to identify with them emotionally. 
 

 The Leadership Imperative: While position power can force compliance, long-term 
employee commitment is driven by personal power (Expert and Referent power). 
 
 
 



 
Managing Strategic Change 

Organizations must continually adapt to survive. However, change often triggers deep 
resistance due to inertia, fear of the unknown, and shifting power bases. 

Kurt Lewin’s Three-Step Change Model 

Lewin conceptualized strategic change as modifying the forces keeping an 
organizational system stable. Change requires a deliberate three-stage process: 

 

+---------------------+       +---------------------+       +-------------
--------+ 
 
|      Unfreezing     |  ---> |       Changing      |  ---> |      
Refreezing     | 
+---------------------+       +---------------------+       +-------------
--------+ 
 - Challenge status quo        - Implement new ideas         - Solidify 
new norms 
 - Reduce resistance           - Build systems & habits      - Lock in 
compliance 
 

1. Unfreezing: Breaking down the existing equilibrium and challenging the status quo. 
This involves showing employees why change is necessary and dismantling current 
cognitive biases, habits, and defense mechanisms. 
 

2. Changing: Driving the organization through a transition phase toward a new desired 
state. This involves implementing new behaviors, processes, technologies, and 
structural designs. 
 

3. Refreezing: Solidifying the new organizational equilibrium to prevent employees from 
reverting to old habits. This requires realigning formal policies, performance metrics, 
reward structures, and corporate culture to lock in the new state. 
 
John Kotter’s Eight-Step Change Framework 

Kotter expanded Lewin's foundational model into a highly structured, operational 
sequence for executing major corporate transformations: 

1. Establish a Sense of Urgency: Analyze market realities and outline compelling 
reasons why staying the course is untenable. 
 

2. Create the Guiding Coalition: Assemble a high-influence leadership group with 
significant positional power, expertise, and credibility. 
 

3. Develop a Vision and Strategy: Formulate a clear, inspiring vision of the future state 
along with direct strategies to realize it. 
 



4. Communicate the Change Vision: Use every communication channel to continuously 
pitch the new vision, modeling the expected new behaviors openly. 
 

5. Empower Employees for Broad-Based Action: Eliminate structural barriers, update 
restrictive policies, and provide resources to help employees act on the vision. 

6. Generate Short-Term Wins: Plan and create visible, unambiguous performance 
successes early in the transformation process to build momentum and silence critics. 
 

7. Consolidate Gains and Produce More Change: Use the credibility gained from early 
wins to tackle deeper, entrenched structural systemic issues and legacy processes. 
 

8. Anchor New Approaches in the Culture: Explicitly connect new corporate 
performance metrics to cultural successes, ensuring the new behaviors are woven into 
leadership succession plans and core organizational values. 
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