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Pygmalion in Management
by J. Sterling Livingston

A manager’s expectations are the key to a subordinate’s
performance and development.
In George Bernard Shaw’s Pygmalion, Eliza
Doolittle explains: 

“You see, really and truly, apart from the things
anyone can pick up (the dressing and
the proper way of speaking, and so
on), the difference between a lady
and a flower girl is not how she be-
haves but how she’s treated. I shall
always be a flower girl to Professor
Higgins because he always treats me
as a flower girl and always will; but I know I can be
a lady to you because you always treat me as a lady
and always will.” 

Enth
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Pygmalion was a sculptor in Greek mythology who
carved a statue of a beautiful woman that subsequently
was brought to life. The notion that one person can
transform another is the basis for this “classic” article.
At the time he wrote it for the July-August 1969 issue, 
J. Sterling Livingston was a professor of business admin-
istration at the Harvard Business School. He had found-
ed the Sterling Institute, a management consulting firm,
in 1967. He is now chairman of the Washington, D.C.-
based institute, which specializes in executive training
and development.
Some managers always treat their subordinates in
a way that leads to superior performance. But most
managers, like Professor Higgins, unintentionally

treat their subordinates in a way that leads to lower
performance than they are capable of achieving. The
way managers treat their subordinates is subtly in-
fluenced by what they expect of them. If managers’
expectations are high, productivity is likely to be ex-
cellent. If their expectations are low, productivity is
likely to be poor. It is as though there were a law that
caused subordinates’ performance to rise or fall to
meet managers’ expectations. 

The powerful influence of one person’s expecta-
tions on another’s behavior has long been recognized
by physicians and behavioral scientists and, more re-
cently, by teachers. But heretofore the importance of
managerial expectations for individual and group

usiasm and apathy – both
are infectious.
eserved. HARVARD BUSINESS REVIEW September-October 1988
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performance has not been widely understood. I have
documented this phenomenon in a number of case
studies prepared during the past decade for major in-
dustrial concerns. These cases and other evidence
available from scientific research now reveal: 
M What managers expect of their subordinates and
the way they treat them largely determine their
performance and career progress. 
M A unique characteristic of superior managers is
the ability to create high performance expectations
that subordinates fulfill. 
M Less effective managers fail to develop similar ex-
pectations, and as a consequence, the productivity
of their subordinates suffers. 
M Subordinates, more often than not, appear to do
what they believe they are expected to do. 

Impact on Productivity
One of the most comprehensive illustrations of

the effect of managerial expectations on productivi-
ty is recorded in studies of the organizational exper-
iment undertaken in 1961 by Alfred Oberlander,
manager of the Rockaway district office of the
Metropolitan Life Insurance Company. He had ob-
served that outstanding insurance agencies grew
faster than average or poor agencies and that new
insurance agents performed better in outstanding
agencies than in average or poor agencies, regard-
less of their sales aptitude. He decided, therefore, to
group his superior agents in one unit to stimulate
their performance and to provide a challenging en-
vironment in which to introduce new salespeople. 

Accordingly, Oberlander assigned his six best
agents to work with his best assistant manager, an
equal number of average producers to work with an
average assistant manager, and the remaining low
producers to work with the least
able manager. He then asked the su-
perior group to produce two-thirds
of the premium volume achieved by
the entire agency during the previ-
ous year. He describes the results as
follows: 

“Shortly after this selection had
been made, the people in the agency
began referring to this select group as a ‘superstaff’
because of their high esprit de corps in operating so
well as a unit. Their production efforts over the first
12 weeks far surpassed our most optimistic expec-
tations...proving that groups of people of sound
ability can be motivated beyond their apparently
normal productive capacities when the problems
created by the poor producer are eliminated from
the operation. 

S
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“Thanks to this fine result, our overall agency
performance improved by 40% and it remained at
this figure. 

“In the beginning of 1962 when, through expan-
sion, we appointed another assistant manager and
assigned him a staff, we again used this same con-
cept, arranging the agents once more according to
their productive capacity. 

“The assistant managers were assigned...accord-
ing to their ability, with the most capable assistant
manager receiving the best group, thus playing
strength to strength. Our agency overall production
again improved by about 25% to 30%, and so this
staff arrangement remained in place until the end of
the year. 

“Now in this year of 1963, we found upon analy-
sis that there were so many agents...with a poten-
tial of half a million dollars or more that only one
staff remained of those people in the agency who
were not considered to have any chance of reaching
the half-million-dollar mark.” 

Although the productivity of the “superstaff” im-
proved dramatically, it should be pointed out that
the productivity of those in the lowest unit, “who
were not considered to have any chance of reaching
the half-million-dollar mark,” actually declined,
and that attrition among them increased. The per-
formance of the superior agents rose to meet their
managers’ expectations, while that of the weaker
ones declined as predicted. 

Self-Fulfilling Prophecies. The “average” unit,
however, proved to be an anomaly. Although the
district manager expected only average perfor-
mance from this group, its productivity increased
significantly. This was because the assistant man-
ager in charge of the group refused to believe that
she was less capable than the manager of the super-

staff or that the agents in the top group had any
greater ability than the agents in her group. She in-
sisted in discussions with her agents that every per-
son in the middle group had greater potential than
those in the superstaff, lacking only their years of
experience in selling insurance. She stimulated her
agents to accept the challenge of outperforming the
superstaff. As a result, in each year the middle
group increased its productivity by a higher per-

lespeople treated by their
 as “superstaff” try to live

up to that image.
DRAWINGS BY MARIE-SOLANGE LADENIUS



centage than the superstaff did (although it never
attained the dollar volume of the top group). 

It is of special interest that the self-image of the
manager of the “average” unit did not permit her to
accept others’ treatment of her as an “average”
manager, just as Eliza Doolittle’s image of herself as
a lady did not permit her to accept others’ treat-
ment of her as a flower girl. The assistant manager
transmitted her own strong feelings of efficacy to
her agents, created mutual expectancy of high per-
formance, and greatly stimulated productivity. 

Comparable results occurred when a similar ex-
periment was made at another office of the compa-
ny. Further confirmation comes from a study of the
early managerial success of 49 college graduates
who were management-level employees of an oper-
ating company of AT&T. David E. Berlew and 
Douglas T. Hall of the Massachusetts Institute of
Technology examined the career progress of these
managers over a period of five years and discovered
that their relative success, as measured by salary in-
creases and the company’s estimate of each one’s
performance and potential, depended largely on the
company’s expectations of them. 

The influence of one person’s expectations on an-
other’s behavior is by no means a business discov-
ery. More than half a century ago, Albert Moll con-
cluded from his clinical experience that subjects
behaved as they believed they were expected to.
The phenomenon he observed, in which “the
prophecy causes its own fulfillment,” has recently
become a subject of considerable scientific interest.
For example: 
M In a series of scientific experiments, Robert
Rosenthal of Harvard University has demonstrated
that a “teacher’s expectation for a pupil’s intellec-
tual competence can come to serve as an education-
al self-fulfilling prophecy.” 
M An experiment in a summer Headstart program
for 60 preschoolers compared the performance of
pupils under (a) teachers who had been led to expect
relatively slow learning by their children, and (b)
teachers who had been led to believe that their chil-
dren had excellent intellectual ability and learning
capacity. Pupils of the second group of teachers
learned much faster.1

Moreover, the healing professions have long rec-
ognized that a physician’s or psychiatrist’s expecta-
tions can have a formidable influence on a patient’s
physical or mental health. What takes place in the
minds of the patients and the healers, particularly
when they have congruent expectations, may deter-
mine the outcome. For instance, the havoc of a doc-
tor’s pessimistic prognosis has often been observed.
Again, it is well known that the efficacy of a new
HARVARD BUSINESS REVIEW September-October 1988
drug or a new treatment can be greatly influenced
by the physician’s expectations – a result referred to
by the medical profession as a “placebo effect.” 

Pattern of Failure. When salespersons are treated
by their managers as superpeople, as the superstaff
was at the Metropolitan Rockaway district office,
they try to live up to that image and do what they
know supersalespersons are expected to do. But
when the agents with poor productivity records are
treated by their managers as not having “any chance”
of success, as the low producers at Rockaway were,
this negative expectation also becomes a manageri-
al self-fulfilling prophecy. 

Unsuccessful salespersons have great difficulty
maintaining their self-image and self-esteem. In re-
sponse to low managerial expectations, they typi-
cally attempt to prevent additional damage to their
egos by avoiding situations that might lead to
greater failure. They either reduce the number of
sales calls they make or avoid trying to “close”
sales when that might result in further painful re-
jection, or both. Low expectations and damaged
egos lead them to behave in a manner that increases
the probability of failure, thereby fulfilling their
managers’ expectations. Let me illustrate: 

Not long ago I studied the effectiveness of branch
bank managers at a West Coast bank with over 500
branches. The managers who had had their lending
authority reduced because of high rates of loss be-
came progressively less effective. To prevent further
loss of authority, they turned to making only “safe”
loans. This action resulted in losses of business to
competing banks and a relative decline in both de-
posits and profits at their branches. Then, to reverse
that decline in deposits and earnings, they often
“reached” for loans and became almost irrational in
their acceptance of questionable credit risks. Their
actions were not so much a matter of poor judgment
as an expression of their willingness to take desper-
ate risks in the hope of being able to avoid further
damage to their egos and to their careers. 

Thus, in response to the low expectations of their
supervisors who had reduced their lending authori-
ty, they behaved in a manner that led to larger cred-
it losses. They appeared to do what they believed
they were expected to do, and their supervisors’ ex-
pectations became self-fulfilling prophecies. 

Power of Expectations
Managers cannot avoid the depressing cycle of

events that flow from low expectations merely by
hiding their feelings from subordinates. If managers
believe subordinates will perform poorly, it is virtu-
ally impossible for them to mask their expectations
5
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because the message usually is communicated unin-
tentionally, without conscious action on their part. 

Indeed, managers often communicate most when
they believe they are communicating least. For in-
stance, when they say nothing – become cold and
uncommunicative – it usually is a sign that they are
displeased by a subordinate or believe that he or she
is hopeless. The silent treatment communicates
negative feelings even more effectively, at times,
than a tongue-lashing does. What seems to be criti-
cal in the communication of expectations is not
what the boss says so much as the way he or she 
behaves. Indifferent and noncommital treatment,
more often than not, is the kind of treatment that
communicates low expectations and leads to poor
performance. 

Common Illusions. Managers are more effective
in communicating low expectations to their sub-
ordinates than in communicating high expecta-
tions to them, even though most managers believe
exactly the opposite. It usually is astonishingly dif-
ficult for them to recognize the clarity with which
they transmit negative feelings. To illustrate again: 
M The Rockaway district manager vigorously de-
nied that he had communicated low expectations
to the agents in the poorest group who, he believed,
did not have “any chance” of becoming high pro-
ducers. Yet the message was clearly received by
those agents. A typical case was that of an agent
who resigned from the low unit. When the district
manager told the agent that he was sorry she was
leaving, the agent replied, “No you’re not; you’re
glad.” Although the district manager previously
had said nothing to her, he had unintentionally
communicated his low expectations to his agents
through his indifferent manner. Subsequently, the
agents who were assigned to the lowest unit inter-
preted the assignment as equivalent to a request for
their resignation. 
M One of the company’s agency managers estab-
lished superior, average, and low units, even though
he was convinced that he had no superior or out-
standing subordinates. “All my assistant managers
and agents are either average or incompetent,” he
explained to the Rockaway district manager. Al-
though he tried to duplicate the Rockaway results,
his low opinions of his agents were communicated
– not so subtly – to them. As a result, the experi-
ment failed. 

Positive feelings, on the other hand, often do not
come through clearly enough. Another insurance
agency manager copied the organizational changes
made at the Rockaway district office, grouping the
salespeople she rated highly with the best manager,
the average salespeople with an average manager,
6

and so on. Improvement, however, did not result
from the move. The Rockaway district manager
therefore investigated the situation. He discovered
that the assistant manager in charge of the high-
performance unit was unaware that his manager
considered him to be the best. In fact, he and the
other agents doubted that the agency manager
really believed there was any difference in their
abilities. This agency manager was a stolid, phleg-
matic, unemotional woman who treated her agents
in a rather pedestrian way. Since high expectations
had not been communicated to them, they did not
understand the reason for the new organization and
could not see any point in it. Clearly, the way man-
agers treat subordinates, not the way they organize
them, is the key to high expectations and high 
productivity. 

Impossible Dreams. Managerial expectations
must pass the test of reality before they can be
translated into performance. To become self-fulfill-
ing prophecies, expectations must be made of 
sterner stuff than the power of positive thinking or
generalized confidence in one’s subordinates – help-
ful as these concepts may be for some other purpos-
es. Subordinates will not be motivated to reach
high levels of productivity unless they consider the
boss’s high expectations realistic and achievable. If
they are encouraged to strive for unattainable goals,
they eventually give up trying and settle for results
that are lower than they are capable of achieving.
The experience of a large electrical manufacturing
company demonstrates this; the company discov-
ered that production actually declined if production
quotas were set too high, because the workers sim-
ply stopped trying to meet them. In other words,
the practice of “dangling the carrot just beyond the
donkey’s reach,” endorsed by many managers, is
not a good motivational device. 

Scientific research by David C. McClelland of
Harvard University and John W. Atkinson of the
University of Michigan has demonstrated that the
relationship of motivation to expectancy varies in
the form of a bell-shaped curve (see the exhibit).2

The degree of motivation and effort rises until
the expectancy of success reaches 50%, then begins
to fall even though the expectancy of success con-
tinues to increase. No motivation or response is
aroused when the goal is perceived as being either
virtually certain or virtually impossible to attain. 

Moreover, as Berlew and Hall have pointed out, if
subordinates fail to meet performance expectations
that are close to their own level of aspirations, they
will lower personal performance goals and stan-
dards, performance will tend to drop off, and nega-
tive attitudes will develop toward the activity or
HARVARD BUSINESS REVIEW September-October 1988
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Retrospective Commentary
J. Sterling Livingston

*Reported in their book Leaders (New York: Harper & Row, 1985).
Self-fulfilling managerial prophecies were a bit 
mysterious when I documented the phenomenon 
19 years ago. At that time, the powerful influence of
managers’ expectations on the development, moti-
vation, and performance of their subordinates was 
not widely understood. Since then, however, the 
“Pygmalion effect” has become well known.

Recent research has confirmed that effective 
leaders have the ability to create high performance 
expectations that their employees fulfill. Every 
manager should understand, therefore, how the 
Pygmalion effect works.

What managers think about themselves and their
abilities, as I explained in “Pygmalion In Manage-
ment,” is crucial to their effec-
tiveness in creating self-fulfilling
prophecies. Warren Bennis and
Burt Nanus recently reached a
similar conclusion after conduct-
ing some 90 interviews with 
CEOs and top public administra-
tors. They wrote: “Our study of ef-
fective leaders strongly suggested
that a key factor was…what we’re
calling…positive self-regard.
…Positive self-regard seems to ex-
ert its force by creating in others 
a sense of confidence and high ex-
pectations, not very different from
the fabled Pygmalion effect.”*

The way managers develop confidence in their 
abilities and transmit their feelings of efficacy to 
their employees is illustrated by the success of Lee A.
Iacocca of Chrysler – whom, interestingly, Bennis 
and Nanus used as a model for their theory of leader-
ship. Iacocca’s self-assurance can be traced to his prior
success as president of Ford. His subsequent prophecy
that Chrysler would be saved was accepted as credible
by Chrysler’s employees because they saw him as a
competent automobile executive. They tried hard to
meet his expectations and “behaved as they believed
they were expected to,” which my article indicated
would be normal under the circumstances.

It is highly unlikely, however, that Iacocca could
have saved Chrysler if he had been an industry out-
sider who needed two or three years to learn the auto-
motive business. If he had been an outsider, he could
not have moved decisively to do what needed to be
RVARD BUSINESS REVIEW September-October 1988
done, nor could he have created a strong sense of 
confidence and high expectations among Chrysler’s
employees. His success was due to his experience and
competence. It is doubtful that a prophecy by a less-
qualified executive would have been self-fulfilling. So
the message for managers is this: to be a Pygmalion,
you must acquire the industry knowledge and job
skills required to be confident of your high expecta-
tions and to make them credible to your employees.

Your organization can help identify the knowledge
and skills you need to perform your job effectively.
Your supervisors can give you assignments that will
spur your development. But you must assume respon-
sibility for your own development and career growth.

A word of caution may be in 
order, however. As I explained in
my article, managers often un-
intentionally communicate low
expectations to their subordinates,
even though they believe other-
wise. When they communicate
low expectations, they become
“negative” Pygmalions who un-
dermine the self-confidence of
their employees and reduce their
effectiveness. Managers must be
extremely sensitive, therefore, to
their own behavior and its impact
on their subordinates. They must
guard against treating their em-

ployees in ways that lower their feelings of efficacy
and self-esteem and are unproductive.

If I were writing “Pygmalion in Management” to-
day, I might focus more attention on the problems 
of the negative Pygmalions because there are more of
them than positive Pygmalions in U.S. industry. But
the dark side of the Pygmalion effect is distressing,
and I prefer to think about the bright side. It is a 
hopeful concept that can help all managers become
more effective.

The difference between employees who perform
well and those who perform poorly is not how they are
paid but how they are treated. All managers can learn
how to treat their employees in ways that will lead to
mutual expectations of superior performance. The
most effective managers always do.
7



HBR CLASSIC

k

job.3 It is therefore not surprising that failure of sub-
ordinates to meet the unrealistically high expecta-
tions of their managers leads to high rates of attri-
tion, either voluntary or involuntary. 

Secret of Superiority. Something takes place in
the minds of superior managers that does not occur
in the minds of those who are less effective. While

superior managers are consistently able to create
high performance expectations that their subordi-
nates fulfill, weaker managers are not successful in
obtaining a similar response. What accounts for the
difference? 

The answer, in part, seems to be that superior
managers have greater confidence than other man-
agers in their own ability to develop the talents of
their subordinates. Contrary to what might be as-
sumed, the high expectations of superior managers
are based primarily on what they think about them-
selves – about their own ability to select, train, and
motivate their subordinates. What managers be-
lieve about themselves subtly influences what they
believe about their subordinates, what they expect
of them, and how they treat them. If they have con-
fidence in their ability to develop and stimulate
them to high levels of performance, they will ex-
pect much of them and will treat them with confi-
dence that their expectations will be met. But if
they have doubts about their ability to stimulate
them, they will expect less of them and will treat
them with less confidence. 

Stated in another way, the superior managers’
record of success and their confidence in their abili-
ty give their high expectations credibility. As a con-
sequence, their subordinates accept these expecta-
tions as realistic and try hard to achieve them. 

The importance of what a manager believes
about his or her training and motivational ability is
illustrated by “Sweeney’s Miracle,” a managerial
and educational self-fulfilling prophecy. 

James Sweeney taught industrial management
and psychiatry at Tulane University, and he also
was responsible for the operation of the Biomedical
Computer Center there. Sweeney believed that he
could teach even a poorly educated man to be a ca-
pable computer operator. George Johnson, a former
hospital porter, became janitor at the computer

Indifference says to
subordinates, “I don’t thin
much of you.”
8

center; he was chosen by Sweeney to prove his con-
viction. In the mornings, George Johnson per-
formed his janitorial duties, and in the afternoons
Sweeney taught him about computers. 

Johnson was learning a great deal about comput-
ers when someone at the university concluded that
to be a computer operator one had to have a certain

I.Q. score. Johnson was tested, and
his I.Q. indicated that he would not
be able to learn to type, much less
operate a computer. 

But Sweeney was not convinced.
He threatened to quit unless Johnson
was permitted to learn to program
and operate the computer. Sweeney
prevailed, and he is still running 

the computer center. Johnson is now in charge of
the main computer room and is responsible for
training new employees to program and operate the
computer.4

Sweeney’s expectations were based on what he
believed about his own teaching ability, not on
Johnson’s learning credentials. What managers be-
lieve about their ability to train and motivate sub-
ordinates clearly is the foundation on which realis-
tically high managerial expectations are built. 

The Critical Early Years
Managerial expectations have their most magical

influence on young people. As subordinates mature
and gain experience, their self-image gradually
hardens, and they begin to see themselves as their
career records imply. Their own aspirations and 
the expectations of their superiors become increas-
ingly controlled by the “reality” of their past perfor-
mance. It becomes more and more difficult for
them and for their managers to generate mutually
high expectations unless they have outstanding
records. 

Incidentally, the same pattern occurs in school.
Rosenthal’s experiments with educational self-ful-
filling prophecies consistently demonstrate that
teachers’ expectations are more effective in influ-
encing intellectual growth in younger children
than in older children. In the lower grade levels,
particularly in the first and second grades, the ef-
fects of teachers’ expectations are dramatic. In the
upper grade levels, teachers’ prophecies seem to
have little effect on children’s intellectual growth,
although they do affect their motivation and atti-
tude toward school. While the declining influence
of teachers’ expectations cannot be completely ex-
plained, it is reasonable to conclude that younger
children are more malleable, have fewer fixed no-
HARVARD BUSINESS REVIEW September-October 1988
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tions about their abilities, and have less well-estab-
lished reputations in the schools. As they grow, par-
ticularly if they are assigned to “tracks” on the 
basis of their records, as is now often done in public
schools, their beliefs about their intellectual ability
and their teachers’ expectations of them begin to
harden and become more resistant to influence by
others. 

Key to Future Performance. The early years in a
business organization, when young people can be
strongly influenced by managerial expectations, are
critical in determining future performance and ca-
reer progress. This is shown by a study at AT&T. 

Berlew and Hall found that what the company
initially expected of 49 college graduates who were
management-level employees was the most critical
factor in their subsequent performance and suc-
cess. The researchers concluded that the correla-
tion between how much a company expects of an
employee in the first year and how much that em-
ployee contributes during the next five years was
“too compelling to be ignored.”5

Subsequently, the two men studied the career
records of 18 college graduates who were hired as
management trainees in another of AT&T’s operat-
ing companies. Again they found that both expecta-
tions and performance in the first year correlated
consistently with later performance and success. 

“Something important is happening in the first
year...,” Berlew and Hall concluded. “Meeting high
company expectations in the critical first year leads
to the internalization of positive job attitudes and
high standards; these attitudes and standards, in
turn, would first lead to and be reinforced by strong
performance and success in later years. It should 
also follow that a new manager who meets the chal-
lenge of one highly demanding job will be given
subsequently a more demanding job, and his level
HARVARD BUSINESS REVIEW September-October 1988
of contribution will rise as he responds to the com-
pany’s growing expectations of him. The key...is
the concept of the first year as a critical period for
learning, a time when the trainee is uniquely ready
to develop or change in the direction of the compa-
ny’s expectations.”6

Most Influential Boss. A young person’s first
manager is likely to be the most influential in that
person’s career. If managers are unable or unwilling
to develop the skills young employees need to per-
form effectively, the latter will set lower personal
standards than they are capable of achieving, their
self-images will be impaired, and they will develop
negative attitudes toward jobs, employers, and – in
all probability – their own careers in business. Since
the chances of building successful careers with
these first employers will decline rapidly, the em-
ployees will leave, if they have high aspirations, in
hope of finding better opportunities. If, on the other
hand, early managers help employees achieve max-
imum potential, they will build the foundations for
successful careers. 

With few exceptions, the most effective branch
managers at a large West Coast bank were mature
people in their forties and fifties. The bank’s execu-
tives explained that it took considerable time for a
person to gain the knowledge, experience, and judg-
ment required to handle properly credit risks, cus-
tomer relations, and employee relations. 

One branch manager, however, ranked in the top
10% of the managers in terms of effectiveness
(which included branch profit growth, deposit
growth, scores on administrative audits, and sub-
jective rankings by superiors), was only 27 years
old. This young person had been made a branch
manager at 25, and in two years had improved not
only the performance of the branch substantially
but also developed a younger assistant manager
who, in turn, was made a branch manager at 25. 

The assistant had had only average grades in col-
lege, but in just four years at the bank had been as-
signed to work with two branch managers who were
remarkably effective teachers. The first boss, who
was recognized throughout the bank for unusual
skill in developing young people, did not believe
that it took years to gain the knowledge and skill
needed to become an effective banker. After two
years, the young person was made assistant manag-
er at a branch headed by another executive, who also
was an effective developer of subordinates. Thus it
was that the young person, when promoted to head
a branch, confidently followed the model of two pre-
vious superiors in operating the branch, quickly es-
tablished a record of outstanding performance, and
trained an assistant to assume responsibility early. 
9
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For confirming evidence of the crucial role played
by a person’s first bosses, let us turn to selling,
since performance in this area is more easily mea-
sured than in most managerial areas. Consider the
following investigations: 
M In a study of the careers of 100 insurance sales-
people who began work with either highly compe-
tent or less-than-competent agency managers, the
Life Insurance Agency Management Association
found that those with average sales-aptitude test
scores were nearly five times as likely to succeed
under managers with good performance records as
under managers with poor records, and those with
superior sales aptitude scores were found to be
twice as likely to succeed under high-performing
managers as under low-performing managers.7

M The Metropolitan Life Insurance Company deter-
mined in 1960 that differences in the productivity
of new insurance agents who had equal sales apti-
tudes could be accounted for only by differences in
the ability of managers in the offices to which they
were assigned. Agents whose productivity was high
in relation to their aptitude test scores invariably
were employed in offices that had production
records among the top third in the company. Con-
versely, those whose productivity was low in rela-
tion to their test scores typically were in the least
successful offices. After analyzing all the factors
that might have accounted for these variations, the
company concluded that differences in the perfor-
mance of new agents were due primarily to differ-
ences in the “proficiency in sales training and direc-
tion” of the local managers.8

M A study I conducted of the performance of auto-
mobile salespeople in Ford dealerships in New Eng-
land revealed that superior salespersons were con-
centrated in a few outstanding dealerships. For
instance, 10 of the top 15 salespeople in New Eng-
land were in 3 (out of approximately 200) of the
dealerships in this region, and 5 of the top 15 people
were in one highly successful dealership. Yet 4 of
these people previously had worked for other deal-
ers without achieving outstanding sales records.
There was little doubt that the training and motiva-
tional skills of managers in the outstanding dealer-
ships were critical. 

Astute Selection. While success in business
sometimes appears to depend on the luck of the
draw, more than luck is involved when a young per-
son is selected by a superior manager. Successful
managers do not pick their subordinates at random
or by the toss of a coin. They are careful to select
only those who they “know” will succeed. As
Metropolitan’s Rockaway district manager, Alfred
Oberlander, insisted: “Every man or woman who
10
starts with us is going to be a top-notch life insur-
ance agent, or he or she would not have been asked
to join the team.” 

When pressed to explain how they “know”
whether a person will be successful, superior man-
agers usually end up by saying something like,
“The qualities are intangible, but I know them
when I see them.” They have difficulty being ex-
plicit because their selection process is intuitive
and is based on interpersonal intelligence that is
difficult to describe. The key seems to be that they
are able to identify subordinates with whom they
can probably work effectively – people with whom
they are compatible and whose body chemistry
agrees with their own. They make mistakes, of
course. But they “give up” on a subordinate slowly
because that means “giving up” on themselves – on
their judgment and ability in selecting, training,
and motivating people. Less effective managers se-
lect subordinates more quickly and give up on them
more easily, believing that the inadequacy is that of
the subordinate, not of themselves. 

Developing Young People
Observing that his company’s research indicates

that “initial corporate expectations for perfor-
mance (with real responsibility) mold subsequent
expectations and behavior,” R.W. Walters, Jr., direc-
tor of college employment at AT&T, contends that
“initial bosses of new college hires must be the best
in the organization.”9 Unfortunately, however,
most companies practice exactly the opposite. 

Rarely do new graduates work closely with expe-
rienced middle managers or upper-level executives.
Normally they are bossed by first-line managers
who tend to be the least experienced and least effec-
tive in the organization. While there are excep-
tions, first-line managers generally are either “old
pros” who have been judged as lacking competence
for higher levels of responsibility, or they are
younger people who are making the transition from
“doing” to “managing.” Often these managers lack
the knowledge and skill required to develop the
productive capabilities of their subordinates. As a
consequence, many college graduates begin their
careers in business under the worst possible cir-
cumstances. Since they know their abilities are not
being developed or used, they quite naturally soon
become negative toward their jobs, employers, and
business careers. 

Although most top executives have not yet diag-
nosed the problem, industry’s greatest challenge by
far is to rectify the underdevelopment, underuti-
lization, and ineffective management and use of its
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most valuable resource – its young managerial and
professional talent. 

Disillusion and Turnover. The problem posed to
corporate management is underscored by the
sharply rising rates of attrition among young man-
agerial and professional personnel. Turnover
among managers one to five years out of college is
almost twice as high now as it was a decade ago,
and five times as high as two decades ago. Three out
of five companies surveyed by Fortune magazine 
in the fall of 1968 reported that turnover rates
among young managers and professionals were
higher than five years ago.10 While the high level of
economic activity and the shortage
of skilled personnel have made job-
hopping easier, the underlying caus-
es of high attrition, I am convinced,
are underdevelopment and underuti-
lization of a work force that has high
career aspirations. 

The problem can be seen in its ex-
treme form in the excessive attri-
tion rates of college and university graduates who
begin their careers in sales positions. Whereas the
average company loses about 50% of its new col-
lege and university graduates within three to five
years, attrition rates as high as 40% in the first year
are common among college graduates who accept
sales positions in the average company. This attri-
tion stems primarily, in my opinion, from the fail-
ure of first-line managers to teach new college re-
cruits what they need to know to be effective sales
representatives. 

As we have seen, young people who begin their
careers working for less-than-competent sales man-
agers are likely to have records of low productivity.
When rebuffed by their customers and considered
by their managers to have little potential for suc-
cess, the young people naturally have great difficul-
ty in maintaining their self-esteem. Soon they find
little personal satisfaction in their jobs and, to
avoid further loss of self-respect, leave their em-
ployers for jobs that look more promising. More-
over, as reports about the high turnover and disillu-
sionment of those who embarked on sales careers
filter back to college campuses, new graduates be-
come increasingly reluctant to take jobs in sales. 

Thus ineffective first-line sales management sets
off a sequence of events that ends with college and
university graduates avoiding careers in selling. To
a lesser extent, the same pattern is duplicated in
other functions of business, as evidenced by the
growing trend of college graduates to pursue careers
in “more meaningful” occupations, such as teach-
ing and government service. 

We a
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A serious “generation gap” between bosses and
subordinates is another significant cause of break-
down. Many managers resent the abstract, academ-
ic language and narrow rationalization characteris-
tically used by recent graduates. As one manager
expressed it to me, “For God’s sake, you need a 
lexicon even to talk with these kids.” Nondegreed
managers often are particularly resentful, perhaps
because they feel threatened by the bright young
people with book-learned knowledge that they do
not understand. 

For whatever reason, the “generation gap” in
many companies is eroding managerial expecta-

tions of new college graduates. For instance, I know
of a survey of management attitudes in one of the
nation’s largest companies that revealed that 54%
of its first-line and second-line managers believed
that new college recruits were “not as good as they
were five years ago.” Since what managers expect of
subordinates influences the way they treat them, it
is understandable that new graduates often develop
negative attitudes toward their jobs and their em-
ployers. Clearly, low managerial expectations and
hostile attitudes are not the basis for effective man-
agement of new people entering business. 

Industry has not developed effective first-line
managers fast enough to meet its needs. As a conse-
quence, many companies are underdeveloping their
most valuable resource – talented young men and
women. They are incurring heavy attrition costs
and contributing to the negative attitudes young
people often have about careers in business. 

For top executives in industry who are concerned
with the productivity of their organizations and 
the careers of young employees, the challenge is
clear: to speed the development of managers who
will treat subordinates in ways that lead to high
performance and career satisfaction. Managers not
only shape the expectations and productivity of
their subordinates but also influence their attitudes
toward their jobs and themselves. If managers are
unskilled, they leave scars on the careers of young
people, cut deeply into their self-esteem, and dis-
tort their image of themselves as human beings.
But if they are skillful and have high expectations,

l are like Eliza Doolittle –
 behave according to how

we’re treated.
11



4. See Rosenthal and Jacobson, Pygmalion in the Classroom, p. 3.

5. Berlew and Hall, “The Socialization of Managers,” p. 221.
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subordinates’ self-confidence will grow, their capa-
bilities will develop, and their productivity will be
high. More often than one realizes, the manager is
Pygmalion.
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