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· Learning: A relatively permanent change in an employee’s knowledge or skill that results from experience

· Decision Making: The process of generating and choosing from a set of alternatives to solve a problem

Why do some employees lean to make decisions better than others?

· Expertise: Refers to the knowledge and skills that distinguish experts from less experienced people.

2 Types of Knowledge:

· Explicit knowledge: is the knowledge that is easily communicated and available to everyone
· What companies teach during training sessions
· If you can write the information down or put it in a book, it is explicit knowledge
· Tacit Knowledge: Is the knowledge that employees can only learn through experience
· It is not easily communicated, but it is probably the most important aspect that we learn in organizations
· Getting so good at a job that you had the ability to do it but couldn’t really explain it to someone else?
· It’s hard to build tacit knowledge without some level of explicit knowledge
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Methods of Learning

· Reinforcement: using various methods of reinforcement to induce desirable or reduce undesirable behaviours by their employees
· “Operant Conditioning” – We learn by observing the link between our voluntary behavior and the consequences that follow it. We repeat behaviours that yield good consequences.
· Learning by doing Also known as Skinnerism
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· The Contingencies of Reinforcement: Are four specific consequences used by organizations to modify employee behavior
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2 Contingencies That Increase Desired Behaviours:
· Positive Reinforcement: A reinforcement contingency in which a positive outcome follows a desired behavior
· Ex. Reward, increased pay
· Negative reinforcement: A reinforcement contingency in which an unwanted outcome is removed following a desired behavior
· Doing a task to avoid getting yelled at
· Nagging someone
2 Contingencies are designed to decrease undesired behaviours
· Punishment: An unwanted outcome that follows an unwanted behavior
· Giving an employee something they don’t want after doing an undesirable behaviour
· Extinction: The removal of a positive outcome following an unwanted behavior

Schedules of Reinforcement: The timing of when contingencies are applied or removed. There are 5 schedules:
1. Continuous reinforcement: a schedule of reinforcement in which a specific consequence follows each and every occurrence of a certain behaviour
· Difficult to maintain; once the rewards stop, so do the behaviours
2. Fixed-Interval Schedule: a schedule whereby reinforcement occurs at fixed time periods
· Most common form
3. Variable-Interval Schedule: a schedule whereby reinforcement occurs at random time periods
· Very effective
4. Fixed-Ratio Schedule: a schedule whereby reinforcement occurs following a fixed number of desired behaviours
5. Variable-Ratio Schedule: a schedule whereby behaviours are reinforced after a varying number of them have been exhibited
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Observation:

· The Social Learning Theory: argues that people in organizations learn by observing others. Social learning is the primary way by which employees learn to do their jobs.

· Behavioral Modeling: when employees observe the actions of others, learn from what they observe, and then repeat the observed behaviour.  [image: Macintosh HD:Users:EricThomson:Desktop:Screen Shot 2014-10-14 at 8.58.19 PM.png]
Goal Orientation:

· Learning Orientation: a predisposition or attitude according to which building competence is deemed more important by an employee than demonstrating competence.
· Focus on BUILDING competence
· Learning-oriented people enjoy working on new tasks, even if they fail the first time.
Demonstration of competence is deemed more important than building competence...
· Performance-Prove Orientation: A predisposition or attitude by which employees focus on demonstrating their competence so that others think favorably of them.
· Focus on DEMONSTRATING competence to gain favorable approval
· Performance-Avoid Orientation: A predisposition or attitude by which employees focus on demonstrating their competencies so that others will not think poorly of them
· Focus on DEMONSTRATING competence to avoid disapproval

Methods of Decision Making

· Programmed Decision: Decisions that are somewhat automatic because the decision maker’s knowledge allows him or her to recognize the situation and the course of action to be taken. This kind of decision-making can come across as...
· Intuition: an emotional judgment based on quick, unconscious gut feelings. Intuition is never more important than during a crisis situation....
· Crisis Situation: A change – sudden or evolving – that results in an urgent problem that must be addressed immediately

· Non-Programmed Decision: Decisions made by employees when a problem is new, complex, or not recognized

· Rational Decision-Making Model: a Step-By-step approach to making decisions that is designed to maximize outcomes by examining all available alternatives.

Decision Making Problems:
· Limited information
· Bounded Rationality: The notion that people do not have the ability or resources to process all available information and alternatives when making a decision
· Satisficing: What a decision maker chooses the first acceptable alternative that is considered
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· Faulty Perceptions
· Selective perception: The tendency for people to see their environment only as it affects them and as it is consistent with their expectations. “You only see what you want to see”
· Projection Bias: The faulty perception by decision makers that others think, feel, and act as they do. Just because you think something is unethical, it doesn’t mean everyone feels the same way.
· Social Identity Theory: a theory that people identify themselves according to the various groups to which they belong and judge others according to the groups they associate with.
· Stereotype: assumptions made about others based on their social group membership
· Heuristics: simple and efficient rules of thumb that allow one to make decisions more easily
· Availability Bias: The tendency for people to base their judgments on information that is easier to recall.
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· Faulty Attributions: How we explain the actions and events that occur around us
· Fundamental attribution error: The tendency for people to judge others’ behaviours as being due to internal factors such as ability, motivation, or attitudes we’re less harsh when judging ourselves. When Joe shows up late we judge him as having low motivation, not on there being an external factor ex. car accident
· Self-serving bias: when one attributes one’s own failures to external factors and success to internal factors

[image: Macintosh HD:Users:EricThomson:Desktop:Screen Shot 2014-10-14 at 9.38.07 PM.png]

· Consensus: used by decision makers to attribute cause; whether other individuals behave the same way under similar circumstances
· High consensus = everyone’s doing the same thing there’s probably an external factor that drives everyone to do this
· Distinctiveness: Used by decision makers to attribute a cause; whether the person being judged acts in a similar fashion under different circumstances
· Is Joe responsible when it comes to personal appointments, not just work appointments?
· Consistency: Used by decision makers to attribute cause; whether this individual has behaved this way before under similar circumstances.
· Do people engage in OCB all the time, or only certain times?
· Escalation of Commitment: a common decision-making error, in which the decision maker continues to follow a failing course of action.
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Summary: Why do some employees make better decisions than others?
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TO BE RATIONAL DECISION MAKERS,
WE SHOULD:

Rational Decision Making Versus Bounded Rationality

'BOUNDED RATIONALITY SAYS.
‘WE ARE LIKELY TO:

dentify the problem by thoroughly
examining the situation and
considering all interested parties

8ol the problem down to something
that i easily understood

Develop an exhaustive list of
alternatives to consider as solutions

Come up with a few solutions that tend
to be straightforward, familiar, and
similar to what s currently being done

Evaluate all the alternatives
simultaneously

Evaluate each alternative as soon as
we think of it

Use accurate Information to
evaluate alternatives

Use distorted and inaccurate information
during the evaluation process

Pick the alternative that maximizes
value

Pick the first acceptable altemative
(satisfice)
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NAME OF BIAS

DESRIPTION

‘Anchoring

“The tendency to rely too heavily, or “anchor,” on one trait or
piece of information when making decisions even when the
anchor might be unreliable or irrelevant.

Example: One recent study showed that initial bids for a
bottle of wine in an auction could be heavily influenced

by simply having subjects write down the last two digits of
their Social Security number prior to putting a value on the
bottle. Those with higher two-digit numbers tended to bid
60-120 percent more for a bottle of wine than those with
low numbers.

Framing

The tendendy to make different decisions on the basis of
how the question or situation is phrased.

Example: Why do gas stations (or any retailer) give out
discounts for paying cash as opposed to adding a surcharge
for using a credit card? The discount i seen as a gain while
the surcharge is seen as a loss. Because humans are loss-
averse, we are more likely to give up the discount

(the gain) than accept the surcharge (the loss).

Representativeness

The tendency to assess the likelihood of an event by
comparing it to a similar event and assuming it will be
similar.

Example: Assuming that, because a flipped coin has come up
heads 10 times in a row, the likelihood it will come up tails is
greater than 50/50. Sometimes referred to as the “gambler's
fallacy.”

Contrast

The tendency to judge things erroneously on the basis of a
reference that is near to them.

Example: If you were to take your hand out of a bowl of hot
water and place itin a bow of lukewarm water, you would
describe that water as cold. If someone else were to take
their hand out of a bowl of extremely cold water and place
itin the same bowl of lukewarm water, he or she would
describe that water as hot.

Recency

The tendeny to weigh recent events more than earlier
events.

Example: A manager's tendency to weight ratings in
performance evaluations on the basis of an employee’s
behaviour during the prior month as opposed to his or her
behaviour over the entire evaluation period.
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FIGURE 8-7

Job.
performance

Leaming has a moderate positive effect on Performance. Employees who gain more
knowledge and skill tend to have higher levels of Task Performance. Not much is known
about the impact of learning on Citizenship Behaviour and Counterproductive Behaviour.

Organizational
Commitment

Leaming has a weak positive effect on Commitment. Employees who gain more
knowdedge and skill tend to have slightly higher levels of Affective Commitment. Not
much s known about the impact of learning on Continuance Commitment or Normative
Commitment.

. Represents a strong correlation (around 50 in magnitude).

| Represents amoderate correlation (around 30 n magnitude).

. Represents a weak correlation (around .10 In magnitude).
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TABLE 8-1

EXPLIGT KNOWLEDGE

Characteristics of Explicit and Tacit Knowledge

TAQT KNOWLEDGE

Easlly transferred through wiitten or
verbal communication

Very difficult, if not impossible, to
articulate to others

Readily avallable to most

Highly personal in nature

Can be leamed through books

Based on experience

‘Always conscious and accessible.
information

Sometimes holders don't even recognize,
that they possess it

‘General information

Typically Job- and/or situation-specific
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Schedules of Reinforcement
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