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This paper reviews the elements of subjective well-being (i.e., emo-
tional, psychological, and social well-being) and describes a mea-
surement system for tracking high-level well-being (i.e., flourishing)
in employees. Because empirical studies reveal a positive correla-
tion between employee well-being and an array of business out-
comes, this paper proposes a theoretical model of a mechanism for
promoting employee well-being. Specifically, studies show that the
exercise of legitimate authority with regard to subordinates pro-
motes a host of positive outcomes and feelings in employees. This
paper proposes atheory of positive organizations in which the pro-
motion of legitimate leadership creates a positive cycle through
which employee well-being affects positive business outcomes that
feed back into sustaining employee well-being and the legitimation
of leaders. This process, it is argued, helps make positive organi-
zations become efficient and constructive producers of profit.

organizations tend to

For—profit high levels of employee well-being and
approach the pursuit of success by

provide leaders with legitimate authority.

focusing on the alleviation of liabilities,
inefficiencies, and sources of strain and
discontent among workers and customers.
However, studies (Spector, 1997; Warr,
1999) suggest that to increase the level
and range of success, organizations need
to cultivate a positive orientation toward
business. Focusing on for-profit business:
es, we define a positive organization as an
efficient and constructive producer of
profit over time. Positive organizations
stand apart from businesses that merely
turn profits and increase shareholder
value, because they promote and sustain

The nature of employee well-being,
as well as how and why organizations
would seek to become or remain positive,
arethefoci of this paper. We contend that
positive organizations are efficient and
constructive producers of profits because
a “legitimated” manager will exercise
authority in ways that promote employ-
ees well-being. In turn, businesses in
which employees report higher levels of
well-being tend to report not only high
profits, they also report greater customer
loydty and satisfaction, higher rates of
employee retention and attendance, and
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higher levels of productivity (Harter,
Schmidt & Keyes, in press).

We will argue that employee well-
being is partly the result of investing man-
agers with legitimate authority. We re-
view sociological theories of leadership
and legitimacy that describe processes and
consequences of leadership legitimation.
We begin, however, by reviewing the ele-
ments of subjective well-being, the diag-
nosis of high-level well-being (i.e., flour-
ishing), and its relationship to business
outcomes. We then review structural the-
ories of leadership authority, ways in
which organizations may promote em-
ployee well-being, and possible ways that
organizations may impart legitimacy to
managers.

Subjective Well-Being

Subjective well-being refers to indi-
viduals perceptions and evaluations of
the qudity of their lives, and the quality of
their psychological and social functioning.
Our research suggests that subjective
well-being is multi-factorial. We have
identified at least 14 distinct e ements of
subjective well-being (Keyes & Water-
man, in press). This collection of ele-
ments falls into the category of emotional
well-being (e.g., happiness), and into a
category of positive functioning that con-
sists of psychologica well-being (e.g.,
personal growth) and socia well-being
(e.g., socid contribution).

Emotional well-being is here defined
as the evaluation of on€'s happiness and
satisfaction with life, aswell astheratio of
the number of symptoms of positive affect
to those of negative affect. According to
Bradburn (1969), well-being is the bal-
ance of positive and negative affect. That
is, individuals who experience more posi -
tive than negative feelings over aperiod of
time are designated as emotionally well.
Since Andrews and Withey (1976), schol-

ars have aso measured emotional well-
being by directly asking people how satis-
fied and happy they are with their lives
overal or with specific domains of their
lives (e.g., work, neighborhood, family).
Studies support the proposed structure of
emotional well-being as consisting of per-
ceived life satisfaction, perceived happi-
ness with life, and the ratio of positive to
negative affect (see, e.g., Bryant & Veroff,
1982; Diener, Sandvik, & Pavot, 1991).

Though an important criterion, emo-
tional well-being (viz., happiness) may be
ephemeral, can be based on low persona
standards and adaptation to poor circum-
stances, and fails to detect the well-being
of lives lived in pursuit of socia justice
and change (e.g., Martin Luther King, Jr.).
In addition to feeling good, subjective
well-being consists of individuals' assess-
ments of their own psychological and
social functioning. Socia well-being con-
sists of five elements that, together, indi-
cate whether and to what degree individu-
as are functioning well in their socia
lives—for example, as neighbors, as co-
workers, and as citizens (Keyes, 1998).
The dimensions are: social coherence,
social actualization, social integration,
socia acceptance, and socia contribution
(see Table 1 for a definition and exem-
plary item of each dimension). Socidly
healthy individuals see the world around
them as predictable and meaningful, as
full of potential that is being developed.
They see themselves as part of a larger
group from which they derive comfort,
and they accept others and fedl that their
contributions to the group are valued by
others.

While socia well-being epitomizes
the more public and socia criteria where-
by people evaluate their functioning in
life, positive functioning also consists of
more private and psychological features.
Psychological well-being consists of six
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Table 1

Operational Definitions of High Scorers on the Dimensions of
Psychological and Social Well-Being2

Psychological Well-Being

Self-Acceptance: Possess positive atti-
tude toward the self; acknowledge and
accept multiple aspects of self; feel posi-
tive about past life. When | look at the
story of my life, | am pleased with how
things have turned out so far.

Personal Growth: Have feelings of contin-
ued development and potential and are
open to new experiences; feel increasing-
ly knowledgeable and effective. For me,
life has been a continuous process of
learning, changing, and growth.

Purpose in Life: Have goals and a sense
of direction in life; present and past lives
are meaningful; hold beliefs that give pur-
pose to life. Some people wander aim-
lessly through life; I am not one of them.

Environmental Mastery: Feel competent
and able to manage a complex environ-
ment; choose or create personally suitable
contexts. | am good at managing the
responsibilities of daily life.

Autonomy. Are self-determining, indepen-
dent, and regulate behavior internally;
resist social pressures to think and act in
certain ways; evaluate self by personal
standards. | have confidence in my own
opinions, even if they are different from
the way most other people think.

Positive Relations With Others: Have
warm, satisfying, trusting relationships;
are concerned about others’ welfare;
capable of strong empathy, affection, and
intimacy; understand give-and-take of
human relationships. People would
describe me as a giving person, willing to
share my time with others.
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Social Well-Being

Social Acceptance: Have positive atti-
tudes toward people; acknowledge others
and generally accept people, despite oth-
ers’ sometimes complex and perplexing
behavior. | believe people are kind.

Social Actualization: Care about and
believe society is evolving positively; think
society has potential to grow positively;
think society is realizing that potential. The
world is becoming a better place for every-
one.

Social Contribution: Feel they have some-
thing valuable to give to society; think their
daily activities are valued by their commu-
nity. | have something valuable to give to
the world.

Social Coherence: See a social world that
is intelligible, logical, and predictable; care
about and are interested in society and
community. | find it easy to predict what
will happen next in society.

Social Integration: Feel part of community;
think they belong, feel supported, and
share commonalities with community. My
community is a source of comfort.

agxemplary items are shown in italics.
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elements that, in combination, indicate
whether and to what degree an individual
is dealing well with the existential chal-
lenges of life (Ryff, 1989; Ryff & Keyes,
1995). The dimensions of psychological
well-being are: personal acceptance, posi -
tive relations with others, personal
growth, purpose in life, environmental
mastery, and autonomy (see Table 1 for
operational definitions and illustrative
items). Psychologically hedlthy individu-
as like most parts of themselves, have
warm and trusting relationships, feel they
are developing as aperson, have apurpose
to their lives, feel they can shapetheworld
around them to fit their needs, and feel
enabled to direct their actions from inter-
nal standards.

In severd studies (reviewed in Keyes
& Waterman, in press) employing random
samples of local communities and nation-
a samples of the United States, data
reveal that the scales of emotional, psy-
chological, and social well-being are mod-
estly correlated but distinct dimensions of
well-being. The psychological and social
well-being scales have been validated and
have shown acceptable reliability. Factor
analyses support the theory that psycho-
logical well-being consists of six facets,
while social well-being consists of five
facets. Lastly, published and ongoing
studies have examined the distribution of
subjective well-being in society (e.g., by
social class, by gender, and by marital sta-
tus), as well as the effects of numerous
processes such as life events and subjec
tive changes on levels of well-being
(Keyes, 1998; Keyes & Ryff, 1998, 1999;
Keyes & Waterman, in press, Ryff &
Keyes, 1995).

According to Keyes and Lopez (in
press), each element of well-being repre-
sents a symptom of mental health. The
U.S. Surgeon Genera has defined mental
hedth as“. . . astate of successful perfor-

146

mance of mental function, resulting in
productive activities, fulfilling relation-
ships with other people, and the ability to
adapt to change and to cope with adversi -
ty” (U.S. Department of Health and
Human Services, 1999, p. 4). Like mental
illness, mental hedlth is a syndrome com-
prised of symptoms of subjective well-
being. Individuals may be designated as
mentally healthy when a collection of
symptoms is observed over a period of
time and coincides with fulfillment of
social roles and responsibilities (Keyes, in
press, Mechanic, 1999). Because the
symptoms of well-being fall into the cate-
gories of emotiona well-being and posi -
tive functioning, mentally healthy adults
will feel good about life, and will be func-
tioning well psychologically and socially.

However, are measures of the symp-
toms of well-being and menta illness
highly correlated, suggesting they are at
the ends of a single continuum? In fact,
measures of symptoms of mental illness
correlate modestly with measures of sub-
jective well-being. The scales of psycho-
logical well-being in multiple studies cor-
related -.51, on average, with the Zung
Depression Inventory, and they correlated
-.55, on average, with the Center for
Epidemiological Studies Depression
Scale. Scales of emotional well-being
(e.g., life satisfaction) correlated between
-40and -.50, on average, with measures
of depression symptoms (see Keyes &
Lopez, in press). In sum, measures of
mental illness (i.e., depression) are associ -
ated with, but separate from, measures of
mental health (i.e., well-being).

Keyes (Keyes & Lopez, in press,
Keyes, 2000b) has proposed a diagnostic
system for identifying adults who are
flourishing and languishing—that is, those
who are at opposite poles of the menta
hedth axis. Flourishing adults possess
high levels of emotional well-being and
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high levels of positive functioning, and
they have been free of clinical depression
during the past year. In short, adults who
are flourishing in life are filled with emo-
tiona vitality, and are functioning well
psychologically and socidly.2 In contrast,
languishing in life is a condition in which
theindividua isempty, and living alife of
despair and low functioning. Thus, lan-
guishing adults are individuals with low
levels of emotional well-being, low levels
of levels of psychological well-being, and
low levels of social well-being3

Based on data from the 1995
MacArthur Foundation’s nationa study of
successful midlife in the United States,
Keyes (2000b) has calculated preliminary
estimates of the prevalence of languishing
and flourishing. Findings suggest that
between 6% and 13% of adults between
the ages of 25 and 74 are languishing.
Findings also suggest that between 9%
and 22% of adults between the ages of 25
and 74 areflourishing in life. In short, one
might conclude that too few adults are
flourishinginlife, and too many adultsare
languishing.

Employee Well-Being and
the Bottom Line

What is the utility of employee well-
being for organizations? We contend that
there are both direct and indirect effects.
Studies revea that mental illnesses such
as depression cost organizations (e.g., bus-
inesses and hedlth care systems) hillions
of dollars each year inlogt productivity and
insurance clams (Mrazek & Haggerty,
1994). The promotion of well-being
should, conversaly, increase the produc-
tivity and profitability of organizations.

We argue that as employee well-
being increases, the productivity and prof-
itability of the organization also tends to
increase (Spector, 1997). While studies
have yet to show whether employee well-
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being is a cause or effect of positive busi -
ness outcomes such as productivity,
chances are that the causal arrows operate
in both directions. We therefore contend
that it is likely that productivity promotes
employees feglings of well-being (e.g.,
by making them feel competent and use-
ful), and that subjective well-being islike-
ly in turn to increase productivity.
Supporting the latter contention are the
results of studies demonstrating that indi -
viduas in positive affective states think
more efficiently and creatively, and are
more likely to engage in pro-socia behav-
iors (Fredrickson, 1998; Isen, 1987).

Research aso reved s that employees
who are more satisfied with their livesand
aspects of their work are more cooperative
and helpful to their colleagues, more
punctual, report fewer sick days, and
remain employed for longer periods than
dissatisfied employees (Spector, 1997,
Warr, 1999). Moreover, employees who
report a higher ratio of positive affect to
negative affect (i.e., who have high levels
of emotional well-being) receive higher
performance ratings from supervisors than
employees who report lower levels of
emotiona well-being (Wright & Bonett,
1997; Wright & Staw, 1999; Wright &
Cropanzano, 2000).

Reviews of the Gallup studies of
organizational  functioning (Harter,
Schmidt, & Creglow, 1998; Harter,
Schmidt, & Keyes, in press) reveal a per-
vasive relationship between indicators of
employee well-being and an array of busi -
ness-unit outcomes. Companies in which
employees report greater workplace satis-
faction, persona development through
work, and friendships at work, for exam-
ple, report higher levels of customer satis-
faction and loyalty, profitability, and pro-
ductivity, as well as greater employee
retention. Utility analyses conservatively
estimate that companies with the most
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employees with high levels of well-being
report dramatically higher monetary
returns than companiesin the lowest quar-
tile of employee well-being.

Leadership and Its Legitimation

We suggest that effective leadership
encourages well-being, which in turn
leads to positive business outcomes. What
creates, however, an effective leader?
Occupancy of a postion of power and
influence is central to effective manage-
ment. However, an effective leader must
also enjoy a high level of legitimacy. In
this section we review key theories of
legitimacy and its effects as developed by
Kanter (1977) and by Zelditch and Walker
(1984), whose research emphasizes for-
mal organizations.

In contrast to early psychological
research on personality traits and |eader-
ship effectiveness, sociologists have
focused on the structure of organizations
and of work within organizations as
important factors in the understanding of
effective leadership. The central question
of these structuralist approaches asks why
and how subordinates (i.e., employees)
consent to and comply with a leader’s
(i.e., manager's) directives, especially
when the subordinates themselves may
disagree with a given directive. While the
use of pure power, such as dominance or
coercion, is one way a leader may obtain
compliance, the use of such “brute force”
may come at a high cost to the leader
(Ridgeway & Diekema, 1989; Ridgeway,
Johnson & Diekema, 1994; Zelditch &
Walker, 1984). For example, the use of
coercive power may breed contempt
among subordinates or result in negative
feelings and other undesirable outcomes
(e.g., quitting). From a structuralist per-
spective, effective leadership is an out-
come of organizational antecedents rather
than the traits or characteristics of an indi-
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vidua. While this approach to leadership
is common in sociological socia psychol -
ogy, it may be lesscommonly found in the
psychological literature (Berger, Fisek,
Ridgeway, & Norman, 1998).

Legitimacy, then, can be defined as
compliance-based moral or normative
beliefs, rather than compliance arising
from the tactical use of raw power on the
part of the leader (see, e.g., Kanter, 1977).
A central assumption of many structuralist
theoriesisthat subordinates of legitimated
leaders comply with a leader’s directives
because they come to believe that “what
is” is“what ought to be”’ in terms of leader
behavior. From this perspective, the
social positions (e.g., manager), the char-
acteristics of individuals who occupy
those positions (e.g., male or female), and
their behaviors (e.g., giving directives) are
all possible objects of legitimation in
organizations (Zdditch & Walker, 1984;
Walker & Zelditch, 1993).

Consider an individual who occupies
a formal position in an organization (e.g.,
vice president or line supervisor). The
position itself may be seen aslegitimate by
others, but the particular individual, or
actor, in that position may lack legitimacy.
That is, occupancy of a forma position
does not automaticaly ensure a given
leader’ slegitimacy in that position (Kanter,
1977; Reskin & Ross, 1992; Zeditch &
Walker, 1984). Similarly, a given individ-
ual may legitimately occupy a position, but
make demands on her or his subordinates
that lack legitimacy. Clearly, aline super-
visor may legitimately take issue with the
quality of an employee’swork, but for that
supervisor to enter the employee’'s home
and ingpect it for cleanliness would be seen
as highly irregular. Thus, actions can aso
be objects of legitimacy.

Zeditch and Walker (1984) providea
useful discussion of the types and sources
of legitimacy. They contend that there are
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three independently operating sources of
legitimacy for leaders. authorization,
endorsement and propriety. Authorization
involves support from individuals higher
in an organizational hierarchy for a given
leader. Endorsement involves receiving
support from peers and subordinates.
Propriety is individual-level support. It
refersto theideathat agivenindividual in
an organization may or may not support
another individual. According to Zelditch
and Walker (1984), collective sources of
support are more powerful in producing
compliance than propriety. That is, even
if a given subordinate privately disagrees
with a superior’s directive, he or she is
more likely to comply with that directive
if the superior is authorized from above
and endorsed from below.

Studies suggest that authorization
may be a more powerful source of legiti-
macy than endorsement (Ford & Johnson,
1998; Johnson & Ford, 1996; Ridgeway,
1989; Zdlditch & Walker, 1984). Also,
individuals in leadership positions tend to
have the greatest legitimacy when their
appointments are based on qualifications
and expertise (former experience), are
allocated their offices by someone from
the top of the authority structure, or are
authorized (Brown & Geis, 1984).
Legitimacy, in turn, tends to increase a
leader’ s ability to influence the behaviors
of subordinates (Burke, 1968; Kanter,
1977; Read, 1974). Additionally, studies
show that women and men who are in
similar positions of authority and who are
legitimated—here seen as the most quali-
fied and appointed by an outside authori-
ty—are similarly directive with their sub-
ordinates (Johnson, 1993), talk more, and
are less tentative and supportive in their
speech styles than men and women in sub-
ordinate positions (Johnson, 1994). As
such, legitimation can significantly reduce
the gender disadvantage in groups.
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Kanter (1977) a so discussesthe con-
sequences of leaders' behavior in terms of
its effects on the emotiona reactions of
subordinates. Kanter maintains that
power, which she defines as the ability to
“get things done” and to “mobilize
resources,” is necessary for effective lead-
ership. Power, in turn, derives from legit-
imacy, which is synonymous with
Zelditch and Walker’s notions of autho-
rization and endorsement. That is, lead-
ers derive their power (the ability to suc-
ceed organizationally) through the support
received from those higher in the organi-
zationa hierarchy (i.e., authorization) as
well as from their peers and subordinates
(i.e., endorsement).

Thus, powerful leaders who are able
to get things done because they receive
support from their peers, subordinates,
and supervisors, are likely to generate
trust in others and personally experience
more positive emotions compared to pow-
erless leaders. They delegate authority,
share information, and give subordinates
autonomy over their work. One outcome
of these positive emotionsis awillingness
of powerful leaders to yield to the influ-
ence of their subordinates. That is, legit-
imated leaders tend to share power.
Subordinates of powerful leaders are like-
ly to experience more positive emotions
(and fewer negative emotions) than subor-
dinates of powerless leaders, because
working with powerful leaders provides
subordinates with the opportunity for
upward mobility (because they belongto a
successful work group), aswell asinputin
work-related decisions.

On the other hand, powerless leaders
may have a formal title of authority, yet
lack the kinds of support needed to be
effective managers. In contrast to legiti-
mated leaders, powerless leaders have few
sponsors and few peer connections, and
they are unable to recruit or retain promis-
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Figure 1
Theoretical Causal Model of the Positive (For-Profit) Organization
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ing subordinates. Consequently, power-
less leaders should be more likely to feel
anxiety and insecurity. Kanter argues that
because of their powerlessness, unlegiti-
mated |eaders engage in controlling, rule-
minded, and territorial behaviors. Such
behavioral responses of powerless leaders
create conditions that should make work
less satisfying for, and generate more neg-
ative feelingsin, subordinates. Moreover,
powerless leaders are unlikely to yield to
the influence of their employees, because
it would threaten to reduce the leader’s
power and status.

Conclusion

For-profit organizations that invest
leaders such as managers with legitimate
authority are likely to enhance those man-
agers ability to confidently and compe-
tently influence—and yield to the influ-
ence of—their employees. In turn, legiti-
mated leaders will create conditions and
relationships that should generate more
positive feelings in their employees and
should promote more positive functioning
(psychologically and socially) among
employees. When leaders occupy aposi -
tion of authority but are not legitimated,
they are likely to behave in ways (e.g.,
controlling and territorial) that generate
negative feelings among employees and
possibly hinder employees psychological
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well-being (e.g., persona growth) or
socia well-being (e.g., socia contribution).

What characterizes a positive organi -
zation? Our theoretical modd is present-
ed in Figure 1, which depicts the hypothe-
sized chain of events within positive orga-
nizations. To begin, leaders such as man-
agers are authorized with legitimacy from
above and endorsed with legitimacy from
subordinates. As a result, managers are
more open to influence from employees
(e.g., innovations and suggestions), and
are able to exert more influence without
negative consequences.

To the extent that empowerment and
autonomy affect well-being, we expect
that employees working for leaders who
have power, or high levels of legitimacy,
will flourish with high levels of subjective
well-being. To the extent that employees
feel happier and more satisfied, report
higher levels of psychological well-being
(e.g., persona growth), and social well-
being (e.g., socia contribution), subordi-
nates are likely to continue to endorse the
authority of their managers, which is epit-
omized in the feedback loop from employ-
ee well-being back to legitimated leader-
shipin Figure 1.

To the extent that flourishing
employees are more effective, less likely
to resign, and more able to develop posi -
tive relationships with customers, we
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should expect highly legitimate leadership
to enhance business outcomes. In the
model of the positive organization, effec-
tive leaders create sustainable businesses
that are constructive and efficient produc-
ers of profit, because they promote and
sustain their employees well-being and
mental health.4

Organizations that are productive
and profitable, and retain employees, are
likely to sustain, if not promote, employee
well-being. That is, an employee’'s sense
of persona growth, purpose in life, and
sense of social contribution, for example,
should be bolstered by organizational out-
comes, provided hisor her ideas and effort
are recognized as a factor in the compa-
ny’s success (i.e., rather than solely its
leadership or the marketplace).
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2Emotional vitality is operationaized as a
score that fallsinto the upper tertile of two
of the three measures (positive affect, low
negative affect, and satisfaction) of emo-
tiona well-being. Inaddition, ahigh level
of functioning is operationalized as a
score that falls in the upper tertile of five
of the eleven measures of positive func-
tioning (i.e., scales of psychologica well-
being and social well-being).

3Languishers score in the lower tertiles on
two of the three scales of emotiona well-
being, and on five of the eleven measures
of positive functioning (i.e., scales of psy-
chological well-being and socia well-
being).

4While we are not arguing that employee
well-being is the only cause of business
outcomes, it should be a central facet
allowing organizations to become sustain-
able.
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