
Learning Objectives
After reading and studying this chapter and doing the exercises, you 
should be able to:

 1. Work through the decision-making model when faced with a major 
decision.

 2. Identify and describe factors that influence the effectiveness of decision 
making.

 3. Understand the nature of creative decision making in organizations.

 4. Enhance your creative problem-solving ability.

CHAPTERIndividual Decision Making 
and Creativity 5

Jacob Lund/Shutterstock.com

  87

Chapter Outline
A Decision-Making Model
 Influences on Decision Making
The Nature of Creativity
Enhancing and Improving 

Creativity
Implications for Managerial 

Practice



88 Part 2 The Individual in the Organization

The story about the Red Lake gold mine illustrates that going beyond traditional think-
ing can lead to a breakthrough idea. To be an effective decision maker, a person must 
think creatively. In this chapter, we study creativity in the context of individual decision 
making in organizations. First, we describe a model of the decision-making process; then 
we examine key influences on decision making, followed by a careful look at the nature 
and development of creativity. We return to the study of decision making in Chapter 9 
with a description of group decision making. In Chapter 16 we include a discussion of 
innovation, which can be considered an extension of creativity. The creative aspects of 
decision making are emphasized in this chapter because employee creativity contributes 
enormously to organizational success. IBM conducted a survey of more than 1,500 CEOs 
across 33 industries and 60 countries about the number-one attribute they look for in hir-
ing. The attribute was creativity because every company wants to be at the forefront of its 
industry and also be an innovation leader. For those outcomes, you need highly creative 
employees.2

A Decision-Making Model
A decision takes place when a person chooses among two or more alternatives in order to 
solve a problem. People attempt to solve problems because a problem is a discrepancy 
between the ideal and the real. The ability to make good decisions is enormously valuable 
for a person’s career and job performance. Choosing the right career will most likely 
mean more job satisfaction, less stress, and a longer life. (Stress-related disorders often 
shorten life.) Making good business decisions is more complex and difficult than most 
people recognize.

Managers and corporate professionals may make decisions in a generally rational 
framework. Nevertheless, at various points in the model (e.g., choosing creative alterna-
tives), intuition and judgment come into play. Research stemming back to the 1980s has 
demonstrated that individual decision making is not always rational. In 2017, behavioral 

LEARNING OBJECTIVE 1
Work through the decision-
making model when faced with 
a major decision.

decision The act of choosing 
among two or more 
alternatives in order to solve a 
problem.

problem A discrepancy 
between the ideal and the real.

Rob McEwen is the chief executive officer of a gold, silver, and copper company called 
McEwen Mining Inc., yet he remains a legend for a breakthrough idea he had when he 
was the chairman and CEO of a Canadian company, Goldcorp. He knew at the time, 
about 20 years ago, that the company’s Red Lake site in northwestern Ontario could be 
highly profitable. The problem was that nobody at Goldcorp could figure out where to 
find high-grade ore. The terrain was almost impossible to access, operating costs were 
high, and the unionized staff was on strike. The company had a gold mine that was func-
tioning as a nonperforming asset.

An inspirational idea struck McEwen, whose background was in finance, not min-
ing. While attending a conference about recent developments in information technol-
ogy, McEwen was enamored with the open-source movement. Combating the advice 
of traditional thinkers in his own company, McEwen created the Goldcorp Challenge. 
The company posted Red Lake’s closely guarded topographic data online and offered 
$575,000 in prize money to any individual or group who could identify gold-rich drill 
sites. To the amazement of many people in the mining industry, more than 1,400 scien-
tists, engineers, and geologists in 50 countries tackled the problem. As the entries rolled 
in, the panel of five judges was astonished by the creativity of the submissions.

The winners of the challenge were two Australian teams working together that pin-
pointed locations that have made Red Lake one of the world’s richest gold mines. The 
team members did not even visit the mine but instead developed a powerful 3-D graph-
ical depiction of the mine. McEwen said that the contest was a gold mine. He said, “We 
have drilled four of the winners’ top five targets and have hit on all four. But what’s really 
important is that from a remote site, the winners were able to analyze a database and 
generate targets without ever visiting the property. It’s clear that this is part of the future.”1
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economist Richard Thaler was awarded a Nobel Prize for his studies demonstrating that 
individuals do not always make rational decisions about their future and finances.3

The seven steps in the decision-making process are outlined in Figure 5-1 and described 
in the following paragraphs. The model is useful for making complex decisions of both 
a personal and an organizational nature. You might therefore want to use the model in 
purchasing a car, choosing a career, or deciding whether to drop a product line.

Identify and Diagnose the Problem
Problem solving and decision making begin with the awareness that a problem exists. In 
other words, the first step in problem solving and decision making is identifying a gap 
between desired and actual conditions. A problem occurs when something has gone wrong 
or has deviated from the norm. At times, a problem is imposed on a manager, such as a 
demand from upper management to increase retailing sales by 20 percent. At other times, 
the manager has to search actively for a worthwhile problem or opportunity. For example, 
a human resources manager sought a unique way for her firm to celebrate cultural diversity.

Finding a problem lies at the heart of being a successful entrepreneur. A classic exam-
ple is why Howard Schultz expanded Starbucks into a chain of cafés in the United States. 
(Starbucks already existed as a seller of coffee beans to stores.) According to legend, 
Schultz was traveling in Italy when he noticed that Italians were passionate about strong 
coffee and their local cafés. The insight hit him that “If it works in Italy, why not at home 
too?” He would offer Americans something they were not used to, thereby creating a new 
market.4

Dwayne Spradlin is the president and CEO of InnoCentive, an online marketplace 
that connects organizations with freelance problem solvers with different specialties. He 
contends that, when faced with innovation challenges, companies often neglect to spend 
enough time to define the problem they are trying to solve or to specify the importance of 
the problem to the organization. An example he cites is of a manufacturer that was look-
ing for the right lubricant for its manufacturing machinery. Digging into the problem, the 
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FIGURE 5-1 The Decision-Making Process
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company soon recognized that it needed a new way to make the product, not a lubricant.5 
Such a decision is of great importance to the organization.

A thorough diagnosis of the problem is important because the real problem may be dif-
ferent from the one suggested at first look. To diagnose a problem properly, you must clar-
ify its true nature. For example, what might at first glance seem like a problem of product 
defect is really one of consumer misuse of the product. To resolve the problem, one would 
need to better inform the consumer, not modify the product. An extreme example is that 
of an owner of a new digital camera complaining that the camera shot only partial images, 
with a horizontal dark spot across the pictures, when the true problem was that the camera 
user held his index finger across the lens while shooting photos.

Establish Decision Criteria
When solving a problem, it pays to know what constitutes a good decision. Decision 
criteria are the standards of judgment used to evaluate alternatives. The more explicit the 
criteria, the better the decision will be. In seeking to reduce costs, several of the decision 
criteria might include the following:

 1. Product (or service) quality should not suffer as a result of the cost cutting.
 2. Profits should increase as a result of the cost cutting.
 3. Employee turnover should not increase because of the cost cutting.
 4. Employee morale should not decrease as a result of the cost cutting.

A good starting point in establishing decision criteria, according to the late manage-
ment guru Peter Drucker, is to ask, “What needs to be done?” rather than “What do I want 
to do?”6 In the present example, the manager would ponder whether cost cutting is even 
worthwhile. Perhaps increasing spending would lead to improvements that would more 
than pay for themselves, such as hiring a highly talented worker who would make money 
for the company.

Develop Creative Alternatives
The third step in decision making is to generate alternative creative solutions. All kinds 
of possibilities are explored in this step even if they seem unrealistic. Often the differ-
ence between effective and mediocre decision makers is that the former do not accept the 
first alternative they think of. Instead, they keep digging until they find the best solution. 
For example, a corporate executive who was downsized out of a job wanted to purchase 
a business to operate. Impatient to renew his career, he purchased a well-known—but 
poorly performing—franchise. Trying to make the franchise operation profitable drained 
the rest of his cash reserve and he sold back the franchise at a big loss. Had he researched 
better alternatives, he might have succeeded. Creativity is such a key part of decision 
making that it receives separate treatment later in this chapter.

Evaluate the Alternatives
The next step involves comparing the relative value of the alternatives. The problem 
solver examines the pros and cons of each alternative and considers its feasibility. Part of 
evaluating the pros and cons of alternative solutions is to compare each against the deci-
sion criteria established in the second step. Some alternatives appear attractive, but imple-
menting them would be impossible or counterproductive. For example, one alternative 
solution a couple chose for increasing their income was to open an entirely new restaurant 
and bar in a mall. When they discovered that the start-up costs would be approximately 
$600,000, they decided that the alternative was impossible for the time being.

Choose One Alternative
After investing a reasonable amount of time in evaluating the alternative solutions, it is 
time to choose one of them—to actually make a decision. An important factor influencing 

decision criteria The standards 
of judgment used to evaluate 
alternatives.
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this process is the degree of uncertainty associated with it. People who prefer not to take 
risks choose alternatives that have the most certain outcomes. In contrast, risk takers are 
willing to choose alternatives with uncertain outcomes if the potential gains appear to be 
substantial. Despite a careful evaluation of the alternatives, in most decisions ambiguity 
remains. The decisions faced by managers are often complex, and the factors involved in 
them are often unclear.

Implement the Decision
Converting the decision into action is the next major step. Until a decision is implemented, 
it is not really a decision. Many decisions represent wasted effort because nobody is held 
responsible for implementing them. Much of a manager’s job involves helping group 
members implement decisions. A fruitful way of evaluating a decision is to observe its 
implementation. A decision is seldom a good one if workers resist its implementation or 
if it is too cumbersome to implement.

Evaluate and Control
The final step in the decision-making framework is to evaluate how effectively the chosen 
alternative solved the problem and met the decision criteria. The results of the decision 
obtained are controlled when they are the ones set forth during the problem-identification 
stage. Getting back to the example in the section Establish Decision Criteria, the decision 
to cut costs would be considered good if service did not suffer, profits were higher, turn-
over did not increase, and morale did not decrease.

Influences on Decision Making
Decision making is usually not entirely rational because so many factors influence the deci-
sion maker. Research and opinion emphasize that humans use problem-solving strategies 
that are reasonably rapid, reasonably accurate, and that fit the quantity and type of infor-
mation available.7 In short, people do the best with what they have while making decisions.

Most decision makers do not have the time or resources to wait for the best possible 
solution. Instead, they search for decisions, or those that suffice in providing a minimum 
standard of satisfaction. Such decisions are adequate, acceptable, or passable. Many deci-
sion makers stop their search for alternatives when they find a sufficient one.

Accepting the first reasonable alternative may only postpone the need to implement a 
decision that truly solves the problem and meets the decision criteria. For example, slash-
ing the price of a pickup truck to match the competition’s price can be regarded as the 
result of a sufficient decision. A superior decision might call for the firm to demonstrate 
to end users that the difference in quality is worth the higher price, which in the long term 
will increase sales.

According to decision theorist Julia Galef, the correct way of understanding rationality 
in decision making is that rationality depends on emotions. She explains that rationality is 
not about getting rid of emotions but analyzing them and taking them into account when 
making decisions.8 Imagine that an entrepreneur wants to start a new business. At the 
same time he recognizes that a major reason for starting the new business is to get revenge 
on the employer who recently fired him. The entrepreneur must keep in mind not to make 
foolish decisions about investing in a new enterprise just to satisfy his motive of revenge.

Partly because of the need to make decisions quickly , decision makers often use sim-
plified strategies, also known as heuristics. A heuristic becomes a rule of thumb in deci-
sion making, such as the policy to reject a job applicant who does not smile during the 
first 3 minutes of a job interview. A widely used investing heuristic is as follows: The 
percent of equity in your portfolio should equal 100 minus your age, with the remainder 
being invested in fixed-income investments including cash. (Some financial advisors rec-
ommend 110 instead of 100.) A 25-year-old would therefore have a portfolio consisting of 
25 percent interest-bearing securities such as bonds, and 75 percent in stocks. Heuristics 

LEARNING OBJECTIVE 2
Identify and describe factors 
that influence the effectiveness 
of decision making.

heuristics Simplified strategies 
that become rules of thumb in 
decision making.
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help the decision maker cope with masses of information, but their oversimplification can 
lead to inaccurate or irrational decision making.

A host of influences on the decision-making process contribute to decision effective-
ness and quality. We describe nine such influences, as outlined in Figure 5-2.

Intuition
Intuition is a key personal characteristic that influences decision making. Effective deci-
sion makers do not rely on analytical and methodological techniques alone. Instead, they 
also use hunches and intuition. Intuition is an experience-based way of knowing or rea-
soning in which weighing and balancing evidence are done automatically. Intuition can 
be based mostly on experience, or mostly on feeling.9

When relying on intuition, the decision maker arrives at a conclusion without using 
a step-by-step logical process. The fact that experience contributes to intuition means 
that decision makers can become more intuitive by solving many difficult problems. 
An unusual example is that of Guy Laliberté, the cofounder of Cirque Du Soleil, who 
believes that intuition has helped him in business life, particularly in sizing up people. 
He honed his intuition as a street performer—a fire-breather—on the streets of Montreal. 

“Sometimes you have a fraction of a second to evaluate, when you 
first meet someone, whether they might stab you or become your 
friend,” said Laliberté.10

Tim Cook, the CEO at Apple Corp, provides an example of the 
importance of intuition in decision making. He explains that intuition 
is extremely critical in his job. According to Cook, the most important 
things in life, whether they are professional or personal, are decided 
on intuition. Although quantitative analysis is helpful, the decisions 
that are the most important are “gut calls.”11 Cook’s analysis follows 
the Apple tradition of using imagination rather than market research 
or focus groups to decide what might captivate consumers.

Although the use of intuition in organizational decision making 
is now widely recognized, researchers have also found limitations 
to intuition. When the stakes are high, such as a CEO contemplating 

intuition An experience-based 
way of knowing or reasoning 
in which weighing and 
balancing evidence are done 
automatically.

FIGURE 5-2 Influences on Decision Making
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Self-efficacy helps in making good 
decisions.
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acquiring a company in a different field, rational analysis is recommended. The analysis 
might include receiving input from many people and asking knowledgeable people loads 
of questions.12 At the same time, however, intuition could help point the executive in the 
right direction, such as sizing up the overall merits of the company to be acquired. In 
short, you need to use your intuition to decide when intuition or extensive rational anal-
ysis is best!

Personality and Cognitive Intelligence
The personality and cognitive intelligence of the decision maker influence his or her abil-
ity to find effective solutions. A starting point is that the personality trait of risk taking and 
thrill seeking strongly influences the propensity to take risks. A real estate developer with 
a strong risk-taking and thrill-seeking tendency might be willing to take a chance and 
erect a new apartment building in a distressed area of town. Part of her reasoning would 
be that the new building will start to improve the neighborhood, thereby attracting tenants 
and gradually improving property values.

Similar relevant personality dimensions are cautiousness and conservatism. Being cau-
tious and conservative can lead to indecisiveness where the decision maker has a tendency 
to avoid or delay making a decision. Because a key part of a manager’s role is to make 
decisions, indecisiveness can be a major flaw and highly frustrating to subordinates who 
await a decision from the manager.13 At the other extreme from indecisiveness is impul-
siveness, where the decision maker jumps quickly to a decision without much analysis.

Perfectionism is another personality factor that has a notable impact on decision 
making. People who seek the perfect solution to a problem are usually indecisive 
because they are hesitant to accept the fact that a particular alternative is good enough. 
Self- efficacy, the feeling of being an effective and competent person with respect to a 
task, also has an influence. Researchers note, for example, that having the right amount 
of “gall” contributes to innovative thinking.14 If you have high self-efficacy for many 
tasks, your self- confidence will increase, leading to more innovative thinking and risk 
taking.

Optimism versus pessimism is another relevant personality dimension. Optimists are 
more likely to find solutions than pessimists are. Pessimists are also likely to give up 
searching because they perceive situations as being hopeless.

Cognitive intelligence has a profound influence on the effectiveness of decision mak-
ing. In general, intelligent and well-educated people are more likely to identify and diag-
nose problems and make sound decisions than are those who have less intelligence and 
education. A notable exception applies, however: Some intelligent, well-educated people 
have such a fondness for collecting facts and analyzing them that they suffer from 
analysis paralysis.

Emotional Intelligence
Emotional intelligence is important for decision making because how effectively 
you manage your feelings and read other people affects the quality of your deci-
sions. For example, if you cannot control your anger, you are likely to make deci-
sions that are motivated by retaliation, hostility, and revenge. You might shout 
and swear at your team leader because of a work assignment you received.

Emotional intelligence also contributes to the problem of making decisions 
impulsively. The emotionally intelligent individual is able to control his or her 
impulses to avoid making a decision too quickly. Creating a space of even 
several seconds between an event and a reaction can prevent an impulsive 
decision, such switching suppliers because of a minor problem.15

Your emotional intelligence could also influence career decision mak-
ing. If you understand your own feelings, you are more likely to enter an 
occupation or accept a position that matches your true attitudes. A common 
problem is that many people pursue “hot” and/or well-paying fields even 

self-efficacy The feeling 
of being an effective and 
competent person with respect 
to a task.
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when they are not passionate about the field. As a result, they are likely to become dis-
couraged and leave the field—even as early as switching majors. Admitting this lack of 
passion to oneself might prevent misdirected time and effort.

Quality of Information and Big Data
Reaching an effective decision usually requires high-quality, valid information. One of 
the most important purposes of information systems is to supply managers and profes-
sionals with high-quality information. A vice president of manufacturing might contem-
plate the establishment of a manufacturing plant in a distant city. He or she would more 
likely make an effective decision if the information systems group had accurate infor-
mation about factors such as the caliber of the workforce and environmental regulations.

Big Data refers to enormous amounts of data that have the potential to be mined for 
information. The use of the term Big Data recognizes the importance of collecting vast 
amounts of data from many sources and then analyzing the data to squeeze out valuable 
information and insights about customers and employees. Big Data might also be used to 
predict events, such as future health insurance costs based on the lifestyle choices of cur-
rent employees. A business example of Big Data is to predict which retail stores are likely 
to survive or close by analyzing mobile phone calls, demographic information, credit-card 
bills, and other unconventional data. Such information could be helpful to investors.16

The specialist who analyzes Big Data attempts to coax treasure out of messy, unstruc-
tured data.17 Making sense out of data is a real contribution because decision makers typ-
ically have more information available than they can absorb and integrate. For example, 
a company might use embedded employee badges that collect data on when employees 
enter the premises, how often they leave the building and return, and which employees 
enter and exit the building at the same time. But what useful insights might stem from 
all this information? One potential insight might be that some employees need help with 
overcoming tardiness.

A major purpose of analyzing masses of data is to help managers make decisions on 
the basis of evidence, rather than relying too heavily on intuition. A marketing example 
is that online booksellers have been able to track Big Data about which books custom-
ers bought, what else they looked at, and how much they were influenced by promo-
tions, along with other information. Soon the booksellers developed algorithms to predict 
which books individuals might be interested in purchasing next.18 (Defined simply, an 
algorithm is a step-by-step procedure for problem solving, particularly for a computer.)
These algorithms may enhance sales somewhat, but they can also result in loads of use-

less e-mails sent to customers. For example, you might 
have purchased a book about cocker spaniels as a gift 
for a friend, but you are not interested in purchasing 
five other books about dogs. (More about algorithms 
as used in artificial intelligence is presented next.)

The Application of Artificial Intelligence
Today’s managerial decision maker is often influ-
enced by both Big Data and its use of artificial intel-
ligence. Artificial intelligence (AI) is the ability of 
a computer program or machine to think and learn 
in a manner that emulates human intelligence. The 
machine-learning aspect of AI means that the program 
learns from the patterns and associations it detects. 
Predictions have been made that soon AI will be as 
important for companies as is the Internet.19 Very few 
business enterprises could survive without the use of 
the Internet.

Big Data Enormous amounts 
of data that have the potential 
to be mined for information.

artificial intelligence The 
ability of a computer program 
or machine to think and learn 
in a manner that emulates 
human intelligence.

Ra
w

pi
xe

l.c
om

/S
hu

tte
rs

to
ck

.c
om

Decision makers often have to sort through Big Data.
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A variety of companies have reported that the algorithms produced by artificial intelli-
gence make them more efficient and give employees increased opportunities to perform 
new types of work. The same software is starting to take on management tasks such as 
scheduling and guiding strategic projects. For example, Royal Dutch Shell PLC uses 
machine-learning software to match workers and projects.20

In almost all cases the artificial intelligence is produced by data scientists, software 
engineers, or statisticians, yet the manager or corporate professional uses the data and 
decides whether or not is the data are useful. For example, an executive recruiting agency 
might use AI to identify the ideal candidate for a client’s chief financial officer opening. 
Yet the members of management team should decide for themselves on such vital factors 
as how well they would enjoy working with this candidate and whether he or she would 
fit in with the company culture.

The accompanying Organizational Behavior in Action illustrates how a well-known 
company has effectively applied AI to enhance sales.

Political Considerations
Under ideal circumstances, organizational decisions are made on the basis of the objec-
tive merits of competing alternatives. In reality, many decisions are based on political 
considerations, such as favoritism, alliances, or the desire of the decision maker to stay 
in favor with people who wield power. Political factors sometimes influence which data 
are given serious consideration in evaluating alternatives. The decision maker may select 
data that support the position of an influential person whom he or she is trying to please. 
For instance, a financial analyst was asked to investigate the cost-effectiveness of out-
sourcing the payroll department, so he gave considerable weight to the “facts” supplied 
by a provider of payroll services. This allowed him to justify having an outside firm 
assume responsibility for the payroll function—a decision he knew that the influential 
person favored. Political factors in decision making, therefore, present an ethical chal-
lenge to the decision maker.

Pressure from top management has been cited as a political force that leads managers 
to make overly optimistic forecasts in analyzing proposals for substantial investments. 
By inflating the probable benefits of a project and minimizing the downside, these man-
agers lead the organization into initiatives that are likely to fall short of expectations.21 
An example would be top management placing heavy pressure on an automotive market-
ing executive to come up with a dramatic new model that will enhance the company’s 
prestige and profits. Facing this pressure, the marketing executive makes an optimistic 
proposal for a new vehicle that will compete against the Rolls Royce. The company pro-
ceeds to build a $375,000 luxury sedan that becomes a complete flop, partially because 
the automobile company is perceived by the public as a 
producer of ordinary—not prestigious—vehicles.

Crisis and Conflict
In a crisis, many decision makers panic. They become 
less rational and more emotional than they would be in 
a calm environment. Decision makers who are adversely 
affected by crisis perceive it to be a stressful event. As a 
consequence, they concentrate poorly, use poor judgment, 
and think impulsively. Under crisis, some managers do not 
bother dealing with differences of opinion because they are 
under so much pressure. A smaller number of managers 
perceive a crisis as an exciting challenge that energizes 
them toward their best level of problem solving and deci-
sion making. Conflict is related to crisis because both can 
be an emotional experience. For example, a CEO might be 
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Facing a conflict can sometimes hamper decision making.
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Harley-Davidson Uses Artificial Intelligence to Generate Sales Leads in New York City

ORGANIZATIONAL BEHAVIOR IN ACTION

The president of Harley-Davidson, New York City, Asaf 
Jacobi, said that a big challenge of doing business in 
New York City is that it is a highly competitive envi-
ronment. To get the response rates a brand wants 
and needs to make a profit, the brand has to reach a 
large number of people. Jacobi said that after doing a 
number of radio ads and print advertising campaigns, 
it was apparent that digital advertising and marketing 
were best suited to reaching the right audience.

Artificial intelligence plays a key role in this situa-
tion. Jacobi began reading about how artificial intel-
ligence can boost online marketing, so he contacted 
An AI marketing firm called Adgorithms. Jacobi began 
using Albert, an AI-driven marketing technology devel-
oped by Adgorithms, for the company’s e-commerce 
advertising.

Adgorithms used machine learning to automatically 
detect the characteristics of existing customers and 
build an online profile for lookalike prospects—those 
whose demographic characteristics and personal pref-
erences are similar to those of existing customers. 
“Lookalikes” are also those people who resemble previ-
ous high-value customers and are therefore more likely 
to purchase a motorcycle. Albert gets its client’s cam-
paigns out across different devices, such as desktops 
and mobiles, and paid channels such as social media 
and Internet search, along with e-mail messages. Albert 
found that consumers likely to purchase diamonds 
were also likely to purchase luxury motorcycles.

Harley-Davidson launched its first AI campaign, 
“48 Bikes in 48 Hours,” in 2016 to reduce overstock 
and see how quickly AI could find out enough relevant 
information about customer prospects to meet sales 
goals. Jacobi reported some outstanding results since 
the application of artificial intelligence and its algorithms 
to marketing its line of motorcycles. Prior to Albert, the 
New York City division’s best sales record was eight 
motorcycles in a single weekend. In the first two-day 
campaign using Albert, 15 motorcycles were sold.

Within three months, average daily website visits 
surged by 566 percent. In May 2016, the number of 
leads skyrocketed by 2,930 percent, one-half of which 
were lookalikes. At last report, Jacobi was attribut-
ing 40 percent of Harley-Davidson New York sales to 
Albert. So many calls were generated by Albert that 
Jacobi built a six-person call center to deal with the 
deluge of telephone calls. An example of a specific 
Albert discovery was that ads with the term “call” were 
performing 447% better than ads with the term “buy.” 
As a result, ads were modified accordingly.

Harley-Davidson NYC used to project that only 
2 percent of the population in New York City was poten-

tial buyers for its motorcycles. Albert identified new 
audiences by correlating online behaviors with their 
likelihood of conversion. Ads could then be targeted 
to these potential customers. Albert drove in-store traf-
fic by generating qualified leads, defined as customer 
prospects who express an interest in speaking to a 
sales representative by filling out a form on the dealer-
ship’s website.

The advantage of AI for Harley-Davidson of New 
York was that it evaluated what was working across 
digital channels and what failed to work. Albert allo-
cated resources only to what had been proven to work, 
thereby increasing the return on investment of digital 
marketing.

Jacobi said, “For there to be a technology that 
knows nothing about us, yet can come in and outdo 
us in its first shot, was incredible.” Five other Harley 
franchises are now using Albert, with about 10 more 
evaluating the possibility.

QUESTIONS
 1. Harley-Davidson is still struggling to find 

customers nationwide and in other countries as 
the pool of potential motorcycle buyers shrinks. 
If artificial intelligence was so helpful in boosting 
online sales in the New York City area, why hasn’t 
Harley-Davidson used AI to boost sales in every 
Harley franchise in the country?

 2. Based on the success of Albert, explain whether 
you would recommend that Harley-Davidson now 
stop all traditional advertising, such as print ads 
in magazines and television commercials.

 3. Instead of spending money on Albert, what about 
Harley-Davidson management using common 
sense? Why not search online for people who 
have bought leather jackets, high leather boots, 
and bandanas?

Source: Original story created from information in the following 
sources: Brad Power, “How Harley-Davidson Used Artificial 
Intelligence to Increase New York Sales Leads by 2,930%,” Harvard 
Business Review, https://hbr.org/2017/05/how-harley-davidson 
-used-predictive-analytics-to-increase-new-york-sales-leads-by 
-2930, May 20, 2017, pp. 1–7; “Harley-Davidson Says Artificial 
Intelligence Drives 40% of New York Sales,” www.emarketer.com/
Article/Harley-Davidson-Says-Artificial-Intelligence-Drives-40-of 
-New-York-Sales/1014642, October 26, 2016, pp. 1–2; David 
Kaplan, “Speed Marketing: How Harley-Davidson Used AI to Drive 
40% of Motorcycle Sales,” www.geomarketing.com/speed 
-marketing-how-harley-davidson-used-ai-to-drive-40-percent-of 
-motorcycle-sales, July 10, 2017, pp. 1–4; Jamie Grill-Goodman, 
“Harley-Davidson Bets on Artificial Intelligence,” https://risnews 
.com/harley-davidson-bets-artificial-intelligence, May 25, 2017, 
pp. 1–3.
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in conflict with a member of the executive team over whether retirement benefits should 
be frozen. The conflict upsets the CEO to the point that he makes the poor decision of 
firing the executive in question.

Values of the Decision Maker
Values influence decision making at every step. Ultimately, all decisions are based on 
values. A manager who places a high value on the personal welfare of employees tries to 
avoid alternatives that create hardship for workers, and therefore implements decisions in 
ways that lessen turmoil. Another value that significantly influences decision making is 
the pursuit of excellence. A manager or professional who embraces the pursuit of excel-
lence (and is therefore conscientious) will search for the high-quality alternative solution.

Attempting to preserve the status quo is a value held by many managers, as well as 
others. Clinging to the status quo is perceived as a hidden trap in decision making that 
can prevent people from making optimal decisions. People tend to cling to the status quo 
because they think they can prevent making a bad decision simply by not taking action 
at all.22 If you value the status quo too highly, you may fail to make a decision that could 
bring about major improvements. For example, the sales manager might want to maintain 
a large outside sales force even though the vast majority of customers prefer to purchase 
online. Keeping more outside sales reps on the payroll than necessary prevents lowering 
the cost of selling company goods.

Procrastination
Many people are poor decision makers because they procrastinate, or delay taking 
action, without a valid reason. Procrastination results in indecisiveness and inaction and is 
a major cause of self-defeating behavior. People can overcome procrastination by learn-
ing how to become more self-disciplined. Part of the process involves setting goals for 
overcoming procrastination and conquering the problem in small steps. For example, a 
person might first practice making a deadline for a decision for a minor activity, such as 
responding to a group of e-mail inquiries.

Biases that Influence Decision Making
The description of personality traits, values, and political factors as influences on deci-
sion making hints at the problem of biases when making decisions. These biases lead 
to predictable mistakes because the decision maker repeats the same error systemati-
cally. Among the many such biases investigated by decision theorists is overconfidence.23 
According to this bias, most of us are overconfident in our ability to estimate and we 
therefore do not acknowledge the true uncertainty. Overconfidence in our decisions can 
lead to ignoring some of the potential negatives in the situation. One of the manage-
rial problems associated with overconfidence is that the person is likely to overlook the 
importance of contingency plans. For example, the executive cited above in relation to 
political pressures did not develop a plan to exit the super-luxury sedan business.

Another bias that affects decision makers after they have made a decision is confir-
mation bias, which refers to the idea that we pay the most attention to information that 
supports the decision we have made. At the same time, we dismiss or minimize informa-
tion that does not support our decision. A problem with the confirmation bias is that it 
may interfere with profiting from decision mistakes. An example of confirmation bias in 
practice would be an executive who decides to outsource manufacturing to one supplier 
and stop outsourcing to another supplier. The executive now looks for examples of satis-
factory products from the new supplier and ignores problems.

A decision-making bias that resembles narrow-minded thinking is the not-invented- 
here (NIH) syndrome. NIH is a negative attitude toward knowledge derived from an 
external source.24 A marketing office experiencing the NIH syndrome might ignore useful 
new ideas from people in other departments, in disciplines outside of marketing, and from 
other companies. It takes a lot of deliberate effort to avoid rejecting ideas from external 

procrastinate To delay taking 
action without a valid reason.
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sources. A couple of the ideas about enhancing and improving creativity presented later 
in this chapter are helpful in overcoming the NIH syndrome.

The Nature of Creativity
Creativity in organizations has surged in importance in recent years for several reasons. 
First, the high-velocity economy requires that business firms come up with new ideas fre-
quently. Second, a creative business culture attracts, retains, and often motivates knowl-
edge workers. Third, using creative techniques helps generate ideas that the normal mode 
of brain functioning might miss.25 Creativity can be defined simply as the process of 
developing good ideas that can be put into action. The term innovation emphasizes the 
commercialization part of creativity, such as developing an innovative product, as will 
be discussed in Chapter 16 about organizational change and innovation. We approach the 
nature of creativity from three perspectives: steps in the creative process, characteristics 
of creative people, and conditions necessary for creativity.

Steps in the Creative Process
Understanding the steps involved in creativity helps a person become more creative and 
better manage creativity among others. An old but well-accepted model of creativity can 
be applied to organizations. The model divides creative thinking into five steps, as shown 
in Figure 5-3. Not all creative thinking follows these steps exactly, but the model works 
much of the time.

Step 1 is opportunity or problem recognition: A person discovers that a new opportunity 
exists or a problem needs resolution. Step 2 is immersion: The individual concentrates on 
the problem and becomes immersed in it. He or she will recall and collect information 

that seems relevant, dreaming up alternatives without refin-
ing or evaluating them. Step 3 is incubation: The person 
keeps the assembled information in mind for a while. He or 
she does not appear to be working on the problem actively, 
yet the subconscious mind takes over. While the information 
simmers, it is arranged into meaningful patterns. One way to 
capitalize on the incubation phase of creativity is to deliber-
ately take a break from creative thinking. Instead, engage in 
a routine activity such as updating your electronic address 
book or sorting through e-mail. By immersing yourself in an 
entirely different and less taxing mental activity, a solution 
to the creative problem may emerge.

Step 4 is insight: The problem-conquering solution flashes 
into the person’s mind at an unexpected time, such as on the 
verge of sleep, during a shower, or while running. Insight 
is also called the aha! experience; all of a sudden, some-

LEARNING OBJECTIVE 3
Understand the nature of 
creative decision making in 
organizations.

creativity The process of 
developing good ideas that can 
be put into action.

innovation The process 
of creating new ideas and 
their implementation or 
commercialization.

Step 2

Immersion

Step 3

Incubation

Step 4

Insight

“I see something of 
potential value here.”  

“I’m going to gather all I can 
  �nd on this subject.”  

“Time for a warm bath 
  and a long sleep.”  

“Wow! I’ll sell moon rocks 
  over the Internet.”  

“Time to raise some money and 
  get a few early customers.”  

Step 1

Opportunity or Problem Recognition

Step 5

Veri�cation and Application

FIGURE 5-3 Steps in the Creative Process
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The insight step in the creative process is essential.
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thing clicks. Step 5 is verification and application: The individual sets out to prove that 
the creative solution has merit. Verification procedures include gathering supporting evi-
dence, logical persuasion, and experimenting with new ideas. Application requires tenacity 
because most novel ideas are at first rejected as being impractical.

Characteristics of Creative People
Creative workers are different in many ways from their less creative counterparts. The 
characteristics of creative people, including creative leaders, can be grouped into three 
key areas: knowledge, intellectual abilities, and personality. Yet, as explained by Robert J. 
Sternberg, so many things are true about some creative people, but there are exceptions. 
For example, most creative people are high in self-esteem, but not all. Yet one consis-
tent attribute of creative people stands out—the decision to be creative. Creative people 
decide that they will forge their own path and follow it, for better or worse.26

Knowledge
Creative problem solving requires a broad background of information, including facts 
and observations. This is particularly true because creativity often takes the form of com-
bining two or more existing things in a new and different way. Internet search engines 
become more profitable by combining the exquisite technology of the search engines with 
the concept behind the Yellow Pages. For example, if you search for a singer, you will 
receive pop-up ads selling his or her music.

Intellectual Abilities
Creative problem solvers tend to be bright rather than brilliant, even though some of 
the best-known creative people are brilliant. An example of a brilliant creative person is 
Elon Musk, the CEO of Tesla Motors. He is also one of the founders of the company that 
became PayPal, as well as the space exploration company, SpaceX. He is currently spear-
heading the construction of an underground Hyperloop between New York and Washing-
ton, a ride that will take 30 minutes. Musk holds undergraduate degrees in physics and 
business (reflecting more of his high intelligence!). A good sense of humor and intellec-
tual playfulness are outstanding characteristics of a creative problem solver. Humor helps 
release creativity, and some creativity is required to be funny.

Creativity can stem from both fluid intelligence and crystallized intelligence. Fluid 
intelligence depends on raw processing ability, or how quickly and accurately we acquire 
information and solve problems. Like raw athletic ability, fluid intelligence begins to 
decline by age 30, partly because our nerve conduction slows. Crystallized intelligence 
is accumulated knowledge that increases with age and experience. The implication for a 
manager who wants to assemble a creative group is to staff it with workers of varying 
ages. Generation X members of the group might have the wildest, most unique ideas. 
However, the baby boomers might have better intuition as to what will work.

Creative people maintain a youthful curiosity throughout their lives. The curiosity is 
not centered just on their field of expertise; they are enthusiastic about solving puzzling 
problems. Creativity consultant Juanita Weaver notes that when viewing the world with 
open and curious eyes, anything can trigger a new idea.27 A person might be playing 
with a cat and observe how the cat’s claws extend and contract based on the needs of the 
moment. Voila! The cat-watcher thinks of a new concept for a studded snow tire.

Creative people think divergently. They can expand the number of alternatives to a 
problem, thus moving away from a single solution. Yet the creative thinker also knows 
when it is time to think convergently, narrowing the number of useful solutions so inno-
vation can occur.

Personality
Creative people tend to have a special type of self-confidence labeled creative self- 
efficacy, the belief that one can be creative in a work role. The major contributors to cre-
ative self-efficacy are self-efficacy about the job in general, experience on the job, and a 

creative self-efficacy The 
belief that one can be creative 
in a work role.
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supervisor who serves as a good model and persuades the worker that he or she is capable 
of finding imaginative solutions.28

Creative people can tolerate the isolation necessary for developing ideas. Talking to 
others is a good source of ideas, yet at some point the creative problem solver has to 
work alone and concentrate. Creative people are frequently nonconformists and do not 
need strong approval from a group. Many creative problem solvers are risk takers and 
thrill seekers who find developing imaginative solutions to problems to be a source of 
excitement. As Todd Yellin, vice president of product at Netflix, explains it, “If you’re 
not falling on your face, you’re not leaning far enough forward to take risks.”29 (Netflix 
staffers are required to be creative.)

Creative people are also persistent, which is especially important because so many 
alternatives might have to be explored before finding a workable solution. Creative peo-
ple enjoy dealing with ambiguity and chaos. Less creative people become quickly frus-
trated when task descriptions are unclear and disorder exists.

Conditions Necessary for Creativity
Certain individual and organizational conditions are necessary for—or at least enhance—
the production of creative ideas. The most consistent of these conditions are described here.

Expertise, Creative-Thinking Skills, and Internal Motivation
Teresa M. Amabile has summarized 22 years of research about the conditions necessary 
for creativity in organizations, and later on, other observers have reported similar findings. 
Creativity takes place when three components join together: expertise, creative-thinking 
skills, and the right type of motivation.30

Expertise refers to the knowledge necessary to put facts together. The more facts floating 
around in your head, the more likely you are to combine them in some useful way. Creative 
thinking refers to how flexibly and imaginatively individuals approach problems. If you 
know how to keep digging for alternatives and avoid getting stuck in the status quo, your 
chances of being creative multiply. Persevering, or sticking with a problem to a conclusion, 
is essential for finding creative solutions. A few rest breaks to gain a fresh perspective may 
be helpful, but the creative person keeps coming back until a solution emerges. Quite often 
an executive will keep sketching different organizational charts on paper or with a graphics 
program before the one that will help the firm run smoothly surfaces.

The right type of motivation is the third essential ingredient for creative thought. A fas-
cination with or passion for a task is more important than searching for external rewards. 
People will be the most creative when they are motivated primarily by the satisfaction 
and challenge of the work itself. Although Jeff Bezos ultimately became wealthy from 
building Amazon.com, he was primarily motivated by the challenge of finding a way to 
capitalize on the potential of the Internet as a marketing vehicle. Research conducted by 
Adam M. Grant and James W. Berry adds a new dimension to the link between intrinsic 
motivation and creativity. A series of three studies using both field and laboratory data 
found that when workers are motivated to help others, intrinsic motivation makes a stron-
ger contribution to being rated as creative by the supervisor.31

Passion for the task and high intrinsic motivation contribute to a total absorption in 
the work and intense concentration, which is known as the experience of flow. When an 
experience is engrossing and enjoyable, the task becomes worth doing for its own sake 
regardless of the external consequences.32 Perhaps you have had this experience when 
completely absorbed in a hobby or being at your best in a sport or dance. (Flow also means 
being “in the zone.”) A highly creative businessperson, such as an entrepreneur developing 
a plan for worldwide distribution of a product, will often achieve the experience of flow. 
Self-Assessment 5-1 gives you an opportunity to think about your powers of concentration.

Environmental Need
Three factors outside the person play a key role in fostering creativity. An environmental 
need must stimulate the setting of a goal. This is another way of saying, “Necessity is the 

experience of flow Being “in 
the zone”; total absorption in 
one’s work.
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A Checklist of Behaviors and Attitudes Reflecting Good Concentration and Focus

SELF-ASSESSMENT 5-1

Scoring and Interpretation: The answers suggesting good concentration and focus are as follows:
 1. Yes 5. No 9. No 13  No 17. No
 2. Yes 6. No 10. Yes 14. No 18. Yes
 3. Yes 7. Yes 11. Yes 15. Yes 19. Yes
 4. No 8. Yes 12. Yes 16. Yes 20. No
The higher you scored out of the 20 questions, the more likely it is that you have good concentration and focus. 
Also, if it was a struggle for you to complete the checklist, you may have a problem with concentration and focus.

Attitude or Behavior Yes No

 1. I rarely miss a deadline on a work project.

 2. When I begin a work activity, I am able to get started almost immediately.

 3. When I am introduced to a person for the first time, I usually catch his or her name clearly.

 4. I rarely read an entire news article from a print or electronic newspaper.

 5. I find messages longer than a tweet difficult to follow.

 6. I haven’t read an entire book, except when reading a book was required for a course.

 7.  I have been able to perform well in a mental activity such as playing poker, chess, 
checkers, or doing a crossword puzzle.

 8. I am good at spotting typographical and spelling errors while I am reading.

 9.  It is difficult for me to watch a movie, television program, or sporting event without sending 
a tweet or a social media post about every 5 minutes.

10. I enjoy activities that force me to concentrate, such as meditation or yoga.

11. A few minutes after meeting a person for the first time, I can recall the color of his or her eyes.

12. I rarely ever lose or misplace items such as keys, handbag or wallet, gloves, or smartphone.

13. I have considerable difficulty in sticking with one activity for more than 10 minutes.

14.  While at the grocery store or supermarket, I usually neglect to purchase one or two items, 
even if they are on my shopping list.

15.  It is easy for me to listen carefully to the words when my national anthem is being played, 
such as at a sporting event.

16. I can fall asleep readily by thinking intently about something.

17.  It is uncomfortable for me to have a meal without background noise such as a television 
show, the radio, or other people talking around me.

18.  At work or at play, I am so focused on what I am doing it seems that I am wearing blinders 
as do horses.

19. I enjoy studying the details of whatever I am doing.

20. I spend far too much time trying to find electronic or paper documents.
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mother of invention.” So often the light bulb is mentioned as an example of creativity, 
and there is a modern version to this tale. Light bulb manufacturers have observed that 
many aging people want to appear younger. In response to this need, the manufacturers 
have introduced dozens of new bulbs, including a flattering array of fluorescent, halo-
gen, and new incandescent bulbs that are an improvement over soft light. These “natural 
light” bulbs make wrinkles and blemishes appear less evident. By responding to this new 
environmental need, light bulb sales have increased about 6 percent.33 Facing a conflict 
or struggle can also present an environmental need, such as a company needing a way of 
getting a new product to market fast in order to survive.

Encouragement from Others and Having Creative Coworkers
Another external factor in creativity is encouragement, including a permissive atmosphere 
that welcomes new ideas. A manager who encourages imaginative and original thinking, 
and does not punish people for making honest mistakes, is likely to receive creative ideas 
from employees. A study suggests that encouragement from family and friends, as well as 
from a supervisor, enhances creative thinking on the job. The participants in the study were 
both administrative and production employees in the Bulgarian knitwear industry. Support 
for creativity was measured by questions such as, “My family and friends outside this 
organization give me useful feedback about my ideas concerning the workplace.” Supervi-
sors rated employee creativity. The researchers concluded that (a) supervisors and cowork-
ers and (b) family and friends each made their own contribution to worker creativity.34

Mood
You may have noticed that you think more creatively when you are in a good mood. 
A positive mood apparently also contributes to creative job performance, even if mood 
might not be truly classified as a condition necessary for creativity. One finding from 
a larger study suggests that managers with high emotional intelligence can sometimes 
trigger enough positive affect in their subordinates to enhance their creativity.35 In other 
words, if the manager can help workers feel good, those workers might be better creative 
problem solvers.

A study of 222 employees in seven companies in three high-tech industries indicated 
that a positive mood made a positive, significant contribution to creativity. However, only 
weak evidence was found that producing a creative idea enhanced one’s mood. Measure-
ments of creativity were taken through both self-ratings and coworker ratings.36

Moderate Time Pressures
Some people are at their creative best when facing heavy time pressures. Several studies, 
however, suggest that feeling crunched leads to a creativity drop for most people. The 
greater the time pressure, the less likely workers are to solve a tricky problem, envision 
a new product, or have the type of “aha!” experiences that lead to innovation. Time pres-
sure is a creativity dampener because it limits people’s freedom to reflect on different 
options and directions. When workers believe they are faced with an urgent mission, the 
negative effects of time pressures are reduced.37

Enhancing and Improving Creativity
A unifying theme runs through all forms of creativity training and suggestions for cre-
ativity improvement: Creative problem solving requires an ability to overcome traditional 
thinking. The concept of traditional thinking is relative and hard to pin down but gener-
ally refers to a standard and frequent way of finding a solution to a problem. A traditional 
solution to a problem is thus a model or recurring solution. For example, traditional think-
ing suggests that to increase revenue, a retail store should conduct a sale. Creative think-
ing would point toward other solutions, such as increasing revenue by holding dramatic 
in-store demonstrations of a few products.

The central task in becoming creative is to break down rigid thinking that blocks new 
ideas. A conventional-thinking manager might accept the long-standing policy that spend-

LEARNING OBJECTIVE 4
Enhance your creative 
problem-solving ability.
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ing more than $5,000 requires three levels of approval. A creative leader might ask, “Why 
do we need three levels of approval for spending $5,000? If we trust people enough to 
make them managers, why can’t they have budget authorization to spend up to $10,000?”

Overcoming traditional thinking is often characterized as thinking outside the box, 
an expression that has become a cliché to the point that many people find it annoying. A 
“box” in this sense is a category that confines and restricts thinking. During the aftermath 
of Hurricane Katrina that hit the Gulf Coast in 2005, rescue specialists thought outside 
the box regarding where to lodge rescue workers and construction workers. Cruise ships 
were hired, giving the workers temporary living quarters offshore. Here we describe sev-
eral illustrative approaches and techniques for enhancing employee creativity. Recognize 
also that the conditions for creativity just described can be converted into techniques for 
creativity enhancement. For example, a manager might be able to enhance creativity by 
encouraging imaginative thinking.

 1. Brainstorming. Brainstorming, which most of us have already done, is the best-
known technique for developing mental flexibility. The technique is also widely used 
to find solutions for real problems. Brainstorming is also accomplished online— 
participants from different locations enter their suggestions into a computer. Each 
participant’s input appears simultaneously on the screens of the other participants. 
In this way, nobody feels intimidated by a dominant member, and participants think 
more independently. To increase the efficiency of brainstorming, participants are 
sometimes told in advance of the problem or problems to be solved. Prethinking can 
result in some more refined ideas being brought 
to the brainstorming session.

   Refinements to brainstorming continue to 
evolve, such as having group members draw 
their solutions the best they can if they are not 
skilled at drawing. One reason drawing as a 
brainstorming technique can be effective is that 
some people have difficulty describing a pro-
cess or thing strictly in words, making diagrams 
helpful.38 Clyde, a member of a brainstorming 
team at a brewery, might say, “I’ve got an idea 
that will make our beer bottles stand out from 
the competition. Let me sketch if for you on the 
whiteboard.”

   The Skill-Development Exercise gives you 
a chance to apply brainstorming to a practical 
business problem.

Brainstorming about a Commodity Product

SKILL-DEVELOPMENT EXERCISE

Your group assumes the role of a team of workers at 
ACCO Brands Corp., whose best-known product is 
the steel paper clip. The paper clips sell for less than 
two cents each, bought in a box of 100 at an office 
supply store. About 12 billion paper clips are sold in 
the United States and Canada annually. The marketing 
manager for paper clips at your company is concerned 
that unless something is done to modify the paper clip 
in some useful way, sales will be flat or decline for the 
foreseeable future. Your brainstorming task is to arrive 
at a handful of suggestions for modifying the basic 

paper clip to make it more attractive to consumers, 
thereby increasing demand for the product. The mar-
keting manager, however, has no intention of discontin-
uing the basic paper clip.

Present your findings in a bulleted list to the rest of 
the class. Also make note of how your suggestions for 
modifying the paper clip compare to the suggestions 
of the other class groups. The class as a whole might 
voice an opinion on which suggestion is the most likely 
to expand the market for paper clips.
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Brainstorming can be done in small groups.
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 2. Idea quotas. A straightforward and effective technique for enhancing worker cre-
ativity is to simply demand that workers come up with good ideas. Being creative 
therefore becomes a concrete work goal. Thomas Edison used idea quotas, with his 
personal quota being one minor invention every 10 days and a major invention every 
6 months. Google company practice (not quite a formal policy) permits some tech-
nical employees to devote 20 percent of their time to thinking up great new ideas, 
even with an uncertain financial payoff. Note that this Google practice refers to a time 
quota for ideas, yet the time allotted to ideas is likely to result in generating ideas. 
Another aspect of forcing the generation of ideas at Google is an intranet (internal 
website) that regularly collects fresh ideas from employees. Every employee spends a 
fraction of the workday on research and development. Two of the tangible outcomes 
of the intranet technique and the thinking time allotment are Gmail and AdSense.39

 3. Heterogeneous groups. Forming heterogeneous groups can enhance creativity be-
cause a diverse group brings various viewpoints to the problem at hand. Key diversity 
factors include professional discipline, job experiences, and a variety of demographic 
factors. Diverse groups encourage diverse thinking, which is the essence of creativ-
ity.40 The most influential aspects of diversity are inner qualities such as personality, 
values, and abilities, also known as deep-level diversity.41 In building a diverse group 
for creativity, it would be helpful to choose people from different demographic and 
cultural groups who have a variety of personalities, values, and abilities.

   Individual differences in creative self-efficacy can influence the contribution of 
group heterogeneity to creativity. A study of 318 employees and 68 teams from Chi-
nese companies found that cognitive team diversity facilitated individual creativity 
mostly when the team members were high in creative self-efficacy. (Cognitive team 
diversity refers to perceived differences in thinking styles, knowledge, skills, val-
ues, and beliefs among individual team members.)42

 4. Financial incentives. A variety of laboratory studies have concluded that working 
for external rewards, particularly financial rewards, dampens creativity.43 If you 
focus on the reward, you may lose out on the joy (internal reward) of being cre-
ative. In work settings, however, financial incentives are likely to spur imaginative 
thinking. Such incentives might include paying employees for useful suggestions 
and paying scientists royalties for patents that become commercially useful. For 
example, IBM is consistently one of the leading companies with respect to being 
awarded patents. IBM employees who are awarded patents are paid cash bonuses.

 5. Architecture and physical layout. Many companies restructure space to fire up cre-
ativity, harness energy, and enhance the flow of knowledge and ideas. Any configu-
ration of the physical environment that decreases barriers to divergence, incubation, 
and convergence is likely to stimulate the flow of creative thinking.44 The reasoning 
is that creative thinking is more likely to be enhanced by cubicles rather than corner 
offices, by elevators rather than escalators, and by atriums rather than hallways. In 
short, creating the opportunity for physical interaction facilitates the flow of ideas, 
which in turn facilitates creative thinking. However, as described in Chapter 2, 
some workers dislike open work areas because it interferes with their concentration 
and creative thinking.

   Closely related to using physical layout to enhance creativity, several companies 
assign designated employees to share office space with employees of other compa-
nies in order to share and cross-fertilize ideas. The concept is part of coworking in 
which freelancers share office space with other freelancers to save office costs, but 
also to exchange ideas with other freelancers and remote workers. Nearly one in ten 
coworkers is employed by large or medium-sized businesses. Twitter has deployed 
coworking in teams in the United States, and Google has done the same in London. A 
spokesperson said that Google is less interested in saving rent than in meeting smart 
people.45 The purpose of meeting these smart people is to spark creative thinking.

 6. Inspiration. A leadership strategy for enhancing creativity and innovation is to in-
spire workers to think creatively. Inspiring creativity encompasses a wide range of 
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behaviors, including establishing a permissive atmosphere. Similarly, when work-
ers believe they are working for a cause, such as helping people plan their financial 
futures, or curing a disease, they are more likely to be creative. The unusual cre-
ativity of Elon Musk has inspired workers throughout the companies he heads, and 
those he has headed the past, to think creatively.

 7. Feedback seeking. An effective way for managers to facilitate creativity is to en-
courage workers to seek feedback on their own creative performance. A conclusion 
derived from a multitude of analyses is that individuals can enhance their creative 
problem solving by actively seeking feedback on their work from various sources. 
The proactive behavior of actively seeking feedback is important because external 
sources may not always provide their feedback spontaneously or at the right time. It 
is also likely that the external sources, such as supervisors and coworkers, may not 
be aware of the employee’s need for support.46 An example of asking or feedback 
from an external source would be to present an idea to a coworker and ask, “Have 
you ever seen anything like this before?”

 8. Creativity training. A standard approach to enhancing individual and organizational 
creativity is to offer creativity training to many workers throughout the organi-
zation. Much of creativity training encompasses the ideas already covered in this 
chapter, such as learning to overcome traditional thinking and engaging in some 
type of brainstorming. Various techniques are used to encourage more flexible 
thinking, such as engaging in child’s play, squirting each other with water guns, and 
scavenger hunts. An extreme technique is to deprive participants of food and rest 
for 24 hours so their defenses are weakened, and they are then mentally equipped to 
“think differently.” Other creativity training techniques are more cerebral, such as 
having participants solve puzzles and ask “what if” questions.

   Creativity training would be of little value if creativity could not be taught. The 
comments of Wharton School professor Ron Schrift are representative about the 
teaching of creativity. He notes first that there are individual differences in creativ-
ity, with this ability following a normal distribution. Within these limits, he adds 
that, if you train yourself, you can become more creative. “Because creativity can 
be developed; it can be taught.”47

Implications for Managerial Practice
 1. A widely recommended decision tool for finding the root cause of a problem is 

to ask a series of questions, called the Seven Whys (or sometimes Five Whys). By 
asking “why” seven times, you are likely to get to the core issue of a problem. For 
example, as a CEO you observe that turnover is way above average in one division. 
The questioning might proceed in this manner:
Question 1: “Why is turnover high?”
Answer 1: “Because we have loads of people who decide to leave the firm.”
Question 2: “Why are they leaving?”
Answer 2: “I guess they are not too happy.”
Question 3: “Why aren’t they happy?”
Answer 3: “They may not like the working conditions here too much.”
Question 4: “Why don’t they like the working conditions?”
Answer 4: “It’s kind of a high-pressure atmosphere.”
Question 5: “Why is it a high-pressure atmosphere?”
Answer 5: “The supervisors stay on people’s backs.”
Question 6: “Why do the supervisors stay on people’s backs?”
Answer 6: “Most of them think that the best way to get results is to keep the pres-
sure on employees.”
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Question 7: “Why don’t supervisors know more about supervising workers?”
Answer 7: “A lot of them need more training in managing people, or they shouldn’t 
have been chosen for supervisory positions in the first place.”

 2. Learning to be more creative is like learning other skills: Patience and time are 
required. As a manager, by practicing techniques and attitudes, you will gain the 
confidence and skill to build a group (or company) where creative thinking is wide-
spread. A desirable goal is to find a way to tap the creativity of everyone for whom 
you are responsible.48

 3. A basic approach to enhancing your own creativity is to give yourself some quiet 
time to think, and free up space in your brain to allow new ideas to emerge. Taking 
walks and meditating often enhance creativity because you have the opportunity to 
relax your brain. Peter Sims, the CEO of think tank Parliament, Inc., explains, “If 
you want people to be inventive, they need space. Steve Jobs took lots of walks. I 
see Mark Zuckerberg taking walks on the roof of Facebook’s new headquarters.”49

Summary of Key Points n
 1. Work through the decision-making model when faced 

with a major decision. A decision takes place when a 
person chooses from among two or more alternatives in 
order to solve a problem. The decision-making model 
presented here incorporates the ideas that managers 
make decisions in a generally rational framework, yet 
intuition and judgment also enter into the model. The 
seven steps in the model are as follows: (1) identify 
and diagnose the problem, (2) establish decision crite-
ria, (3) develop creative alternatives, (4) evaluate the 
alternatives, (5) choose one alternative, (6) implement 
the decision, and (7) evaluate and control.

 2. Identify and describe factors that influence the effec-
tiveness of decision making. Heuristics are often used 
to simplify decision making. A host of influences con-
tribute to decision-making quality, including intuition, 
personality and cognitive intelligence, emotional in-
telligence, quality of information and Big Data, the 
application of artificial intelligence (AI), political 
considerations, crisis and conflict, the values of the 
decision maker, procrastination, and decision-making 
biases.

 3. Understand the nature of creative decision making 
in organizations. Understanding the steps involved 
in creativity can help a person become more creative 
and better manage creativity among others. The steps 
are as follows: (1) opportunity or problem recogni-
tion, (2) immersion, (3) incubation, (4) insight, and 
(5) verification and application.

   Creative workers are different from others in several 
key areas. They typically have a broad background of 
knowledge and tend to be bright rather than brilliant. 
Both fluid intelligence and crystallized intelligence 
contribute to creativity. Creative people have a youth-
ful curiosity and think divergently. Creative workers 
tend to have a positive self-image, including creative 
self-efficacy, and are often nonconformists who enjoy 
intellectual thrills, along with ambiguity and chaos.

   For creativity to occur, three components must join 
together: expertise, creative-thinking skills, and inter-
nal motivation characterized by a passion for the task. 
Total absorption in the work, also known as the ex-
perience of flow, is also important. An environmental 
need should be present, including facing a conflict, as 
well as encouragement from others and having cre-
ative coworkers. A positive mood also contributes to 
creativity, as do moderate time pressures.

 4. Enhance your creative problem-solving ability. A uni-
fying theme runs through all forms of creativity training 
and suggestions for creativity improvement: Creative 
problem solving requires an ability to overcome tra-
ditional thinking. Techniques for enhancing creativity 
include brainstorming, imposing idea quotas, forming 
heterogeneous groups, offering financial incentives for 
creative problem solving in work settings, and using 
a physical layout conducive to creative thinking. Also 
helpful are inspiration for creative thinking, seeking 
feedback on creativity, and creativity training.
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Discussion Questions and Activities n
 1. Can you give an example of an outstandingly success-

ful decision in business? Explain why you consider 
the decision to be an outstanding success.

 2. A handful of businesspersons who have earned bil-
lions of dollars stand ready to, or already have, pur-
chased a professional sports team. To what extent do 
you think emotions influenced their decision to pur-
chase the team?

 3. Which decision criteria are relevant for you in choos-
ing a career?

 4. Provide an example from your own Internet use that 
you think illustrates the use of Big Data to influence 
you to make a purchase. To what extent did you feel 
manipulated or exploited?

 5. A technique for creative problem solving is to remind 
oneself of a problem just before going to sleep. Upon 
waking up, a good solution often presents itself. How 
does this technique relate to the steps in the creative 
process?

 6. Plastic straws have been under considerable attack in 
recent years from environmentalists and politicians. 
At the same time, many consumers complain that pa-
per straws are inadequate because they disintegrate 

quickly. How can companies that produce drinking 
straws go about finding a creative solution to the 
threats to their industry?

 7. Work together in a small group to reach a conclusion 
about several new products or services the world re-
ally needs. Explain why you need creative thinking to 
answer this question.

 8. Recent experiments suggest that walking improves the 
free flow of ideas and creativity. If you can squeeze in 
the time, take a 30-minute walk sometime during the 
next week and observe if you can then think more cre-
atively about any problem you are facing.

 9. Shopping malls continue to show a gradual decline in 
terms of occupancy throughout North America. What 
creative suggestion can you offer mall owners to fill 
more of their space? (Maybe you can sell your idea 
after answering this question.)

 10. Ask an experienced worker what he or she believes is 
the most important action a manager can take to en-
hance creative thinking among group members. Com-
pare the response you get with the information in this 
chapter.

Thirty-year-old Bree is a commercial real estate agent, 
working for Coalition Properties in Vermont. Although 
she works for Coalition, the only money she earns is 
from sales commissions, usually about 6 percent of the 
sale price of a property. Bree also pays part of the adver-
tising expenses for properties for which she is the listing 
agent.

Bree is earning enough money to keep her satisfied, 
but the owner of the agency, Courtney, is not totally sat-
isfied with her performance. Courtney recently said to 
Bree during a review of monthly sales, “Bree, I want to 
you to break through with some bigger sales. You are 
closing sales here and there, but Coalition needs some 
bigger sales to make a respectable profit.”

Bree responded, ‘I am not disputing what you say, but 
could you give me an example of the type of bigger sale 
you are referring to?”

 “I’ve got a good example for you,” said Courtney. 
“We are the listing agent for a 35-acre plot on Castle 
Road that sits across from private homes and a senior 
residence. The property has been for sale for 20 years 
with no buyer yet. You haven’t even generated one lead 
for the property.”

Bree responded, “True enough, but that great big 
property had been sitting there for many years before 
I joined Coalition. The problem seems to be that the 

property is zoned for residential, and there are already 
enough housing developments close by. No developer 
wants to risk such a big development.”

 “I think I see the problem,” said Courtney. “You 
would be earning more income for yourself and the 
Coalition if you were less conventional in your thinking. 
You are a valuable member of our team, but you would 
be even more valuable if you were a more creative real 
estate agent.”

With a quizzical expression, Bree said, “I am cre-
ative with respect to decorating my house, cooking, 
and choosing gifts for friends and family members. But 
being creative in commercial real estate sales is pretty 
tough. Either someone wants to buy a property or not. 
Let me think about how I can become more creative, and 
I’ll get back to you with my plan.”

Case Questions
 1. What is your opinion of Bree’s belief that it is diffi-

cult to be creative in a field such as commercial real 
estate selling?

 2. What practical steps might Bree take to become 
more creative in her selling?

 3. What role should Courtney play in helping Bree be-
come more creative as a real estate agent?

CASE PROBLEM: Real Estate Agent Bree Wants to Become More Creative
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