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Applied Performance
Practices

After reading this chapter, you should be able to:

6-1  Discuss the meaning of meney and identify several individual-, team-, and organizational-
level performance-based rewards.

6-2  Describe five ways to improve reward effectiveness.
6-3  List the advantages and disadvantages of job specialization.

6-4  Diagram the job characteristics model and describe three ways to improve employee
motivation through job design.

6-5  Define empowerment and identify strategies that support empowerment.

6-6  Describe the five elements of self-leadership and identify specific personal and work
environment influences on self-leadership.
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ive years ago, Hilcorp Energy Company launched a challenge
to its employees, called Double Drive. Everyone at the Houston-
based cil and gas company would receive a new car or an equivalent cash bonus
of 50,000 if they met three targets in five years: doubling the company's value, its
oil field production rate, and its net il and gas reserves. Hilcorp's 700 staff at the
time (it now employs 1,000) met those targets and enjoyed their genercus reward.
The Double Drive reward was so successful that Hilcorp introduced a new
challenge, called Dream 2015. If the same three metrics doubles again in five years,
employees will each receive $100.000. (The amount is pro-rated for those hired
during this five-year period.)

In addition to these long-term incentives, Hilcorp rewards employees with annual
organization-wide bonuses based on the company’s performance. These bonuses
have averaged 35 percent on top of the employee’s base pay but can be as high as
&0 percent There are also short-term rewards, such as the 3100 bill (or more)
employees receive whenever the company reaches a predetermined ocutput of
barrels of gil produced.

“We abways want to set it up so when Hilcorp wins, everyone wins,” explains
Hilcorp president Greg Lalicker. “The fact that we're willing to share that with the
employees just incents them to work that much harder and achieve these goals.
Without their efforts, we're not going to get there”

Hilcorp's financial rewards have become legendary, but employees say their
motivation also comes from the autcnomy, responsibility, and importance of their
jobs to the company and society. “Being part of a team that’s trying to maximize
our country’s energy reserves—uwell, 'm proud to be a part of that” says a senior
geologist. A Hilcorp engineer adds: “Constant communication, input from the field
and the power to make quick decisions—these are Hilcorp. all the way” Head office
support staff also see the significance of their work and its contribution. *I know
how important my job is.” says one receptionist. "Everyone has a role to make

Hilcorp grow in one direction.™

Hilcorp Energy Co. has a highly motivated workforce, driven by generous company-wide performance-based firancial bonuses and
intrinsically motivating jobs.
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Hilcorp stands out from most orpanizations in its employment practices, bue it also stands
out for its success. The company was founded in 1989 and has become one of the largest
privately held oil and gas companies in the United States. It is also one of the best employers
in America. Hileorp's reliance on performance-based rewards, job enrichment, and an em-
powering work environment illustrates the importance of three topics discussed in this chap-
ter. The fourth topic, self-leadership, is also apparent among Hileorp's employees.

The chapter begins by examining the meaning of money. This is followed by an overview
of Ainancial reward practices, including the different types of rewards and how to implement
rewards effectively. Next, we look at the dynamics of job desipn, including specific job de-
sign stratepies for motivating employees. We then consider the elements of empowerment,
as well as conditions that support empowerment. The final part of the chapter explains how
employees manage their own performance through self-leadership.

What is your attitude toward money! Visit connect.megrawhill.com
o assess how much you budget, respect, and worry about money.

The Meaning of Money in the Workplace

ot

LOE-1

Rewarding people with money is one of the oldest and certainly the most widespread ap-
plied performance practices. At the most basic level, money and other fnancial rewards
represent a form of exchange; employees provide their labor, skill, and knowledge in retum
for money and benefits from the orpanization. From this perspective, money and related
rewards align employee poals with orpanizational poals. This concept of economic exchange
can be found across cultures. The word for pay in Malaysian and Slovak means “to replace a
loss"; in Hebrew and Swedish, it means “making equal.™

However, money is much more than an object of compensation for an employee’s contri-
bution to organizational objectives. Money relates to our needs, our emotions, and our
self-concept. It s a symbol of achicvement and status, a motivator, a source of enhanced or
reduced anxiety, and an influence on our propensity to make ethical or risky decisions.?
According to one source, “Money is probably the most emotionally meaningful object in
contemporary life: only food and sex are its close competitors as common carrers of such
strong and diverse feelings, significance, and strivings.™

The meaning of money varies considerably from one person to the next.? Studies report
that money is viewed as a symbol of status and prestipe, as a source of security, as a source of
evil, or as a source of anxiety or feelings of inadequacy. It is considered a taboo topic in
many social settings. Recent smudies depice money as both a Stool” (e, money is valued
because it is an instrument for acquiring other things of value) and a “drug” (i.e.. money is
an object of addictive value in ieself).

One large-scale study revealed that money generates a variety of emotions, most of which
are negative, such as anxiety; depression, anger, and helplessness.® A widely studied model of
money attitudes supgests that people have a strong “money ethic” when they believe that
money is not evil; that it is a symbol of achievement, respect, and power; and that it should
be budgeted carefully. These atdrudes toward money influence an individuals ethical con-
duct, organirational citizenship, and many other behaviors and atd mdes.”

The meaning of money seems to differ between men and women.® One recent study re-
ported that men tend to view money as a symbol of power and seatus, whereas women are
more likely to view its value in terms of things for which it can be exchanged. An earfier
study revealed that in almost all 43 countries studied. men attach more importance or value
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to money than do women. The meaning of money also seems o vary across cultures.” Peo-
plein countries with high power distance (such as China and Japan) tend to have a high
respect and priorty for money, whereas people in countries with a strong egalitarian culture
(such as Denmark, Austria, and lsrael) are discouraped from apenly talking about money or
displaying their personal wealth, One study suggests that Swiss cultre values saving money,
whereas Italian culture places more value on spending it.

The motivational effect of money is much greater than was previously believed, and this
effect is due more to its symbolic value than to what it can buy. " Philosopher John Stuart
Mill made this observation 150 ¥Cars ago when he wrote: “The love of money is not nn]}'
one of the strongest moving forces of human life, but money is, in many cases, desired in
and for itself.”"! People who earn higher pay tend to have higher job performance because
the higher paycheck enhances their self-concept evaluation. Others have noted that the sym-
bolic value of money depends on how it is distributed in the organization and how many
people receive that finandal reward.

Owerall, current orpanizational behavior knowledpe indicates that money is much more
than a means of cxchange between employer and employee. It Fulfills a variety of needs,
influcnces cmotions, and shapes or represents a person’s self-concept. These findings arc
important to remember when the employer is distributing financial rewards in the work-
place. Ohver the next few pages, we lock at various reward practices and how to improve the
implementation of performance-based rewards.

Financial Reward Practices

Financial rewards come in many forms, which can be organized into the four specific
objectives identified in Exhibit 6.1: membership and seniority, job smatus, competencies, and

p-{:rformancv:.

EXHIBIT 6.1 Beward Objectives, Bdvantages. and Disadvantages
REWARD OBJECTIVE SAMPLE REWARDS ADVANTAGES DISADYANTAGES
Membership/seniority = Fixed pay * May aftract applicants * Doesn't diractly motivata performance
* Most empioyee benafits = Minimizes strass of insecurity = May discourage poor performers fram
* Paid tima off * Reduces turnowver laaving
* "Golden handcuffs™ may underming
parformanca
Job status * Promotion-based pay = Trigs to maintain internal equity  * Encourages hisrarchy, which mayin-
increass # Minimizes pay discrimination crease costs and reduce rosponsivoness
* Status-based banefits * Motivatas employess to = Reinforces status diffarences
compate for promotions » Motvatas job competition and axag-
garated job worth
Competencies * Payincrease based on * |mproves workforce flaxibility  + Relies on subjective measurament of
compatency = Tends to improva quality compatencies
* Skill-based pay * |z consistant with employability = Skill-based pay plans are expensive
Task performance * Commissions « Motivatas task performanca = May weaken job content motivation
* Merit pay * Attracts performance- = May distance reward givar from
= Gainsharing oriantad applicants receivar
* Profit shanng » Organizational rewards = May discourage creativity
= Stock options create an ownarship culture « Tends to addrass symptoms, not

= Pay variability may avoid
layofis during downturns

undarlying cawses of behavior
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job evaluation

Systematcally rating the worth
of jobs within 2n organization by
mieasuring the required shill,
effort. responsibility, and working
conditlons.
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OhioHaalth literally gives its long-sarvice employees tha
red carpet treatment. After 20 years of employmant, and
avery b years aftar that, employeas at Ohio's largast
health care providar get a day off. Aftar anjoying a free
breakfast, the long-sarvice amployees ara chauffaurad to
a shopping mafl to spend a special bonus calculatad at
15 for every year of employment. Next, they arrive at 2
confarence canter for the celebration luncheon, whare
axecutives and coworkars cheer thase long-servica staff
as they walk along a rad carpet. Mot surprisingly,
OhioHaalth has much lower employee turmover than the
industry avaraga. “This reward and recagnition {long-
gamvica shopping sprael stirs the emotions and passions
of paople,” says OhioHaaith CEQ David Blom. 2

MEMBERSHIP- AND SENIORITY-BASED REWARDS

Membership-based and seniority-based rewards (sometimes called “pay for pulse”} represent
the largest part of most paychecks. Some employee benefits, such as free or discounted meals
in the company cafeteria, remain the same for everyone, whereas others increase with senior-
ity. Some companies. such as the Paul Scherrer Institut near Zurich, Switrerland, have a
loyalty bonus for long-service employees. Those with 10 or more years of service at the
natural and engineering sciences rescarch center receive an annual lovaliy bonus equal o a
half month's sal ary; those with 20 or more years of service receive a bonus r:quj‘-':l]r:nt toa full
month's salary: Toyora Motor Company and many other Japanese firms have wage scales and
increases determined by the employee’s age.™

These membership- and seniorty-based rewards potentally attract job applicants (partic-
ularly those who desire predictable income) and reduce turnover. However, they do noe di-
rectly motivate job performance; on the contrary, they discourage poor performers from
secking work better suited to their abilities. Instead, the pood performers are lured to better
paying jobs. Some of these rewards are also “golden handeuffs"—they discourage employees
from quitting because of deferred bonuses or generous benefits that are not available else-
where. However, golden handcuffs potendally weaken job performance, because they pener-
ate continuance rather than affective commitment (see '[.:hapn:-r ).

JOB STATUS-BASED REWARDS

Almost every organization rewards employees to some cxtent on the basis of the status or
warth of the jobs they cccupy. In some parts of the world, companies measure job worth
through job evalmation. Most job evaluation methods give higher value to jobs that require
more skill and effort, have more responsibility, and have more difficult working condi-
tions. ' The higher the worth assigned ro a job. the higher the minimum and maximum pay
for people in that job. Along with receiving higher pay, employees with mere valued jobs
sOMmetimes receive |a.rgc:r offices, camp:m];-pa.id vehicles, and other pcrks.

Job status—based rewards try to improve feclings of faimess, such that people in higher-
valued jobs should get higher pay. These rewards also motivate employees to compete for
promotions. However, at a time when companies are trying to be more cost efficient and
responsive to the external environment, job status—based rewards potendally do the oppo-
site by encouraping a bureancratic hierarchy. These rewards also reinforce a status mental-
ity, whereas Generation-X and Generation-Y employees expect a more egalitarian
workplace. Furthermore, status-based pay potentially motivates emplayees to compete for
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I:tigh:: status ]ul:ts and to raise the value of their own ju-bs b].r exagperating ju-b duties and

hoarding resources. '

COMPETENCY-BASED REWARDS

Owver the past two decades, many companies have shifted reward priorities from job status to
skills, knowledge, and other competencies that lead to superior performance. The most
COmmon practices idcntif}' a list of CcOMmpetencies relevant across all jul:r groups, as well as
competencies specific to each broad job group. Employees progress through the pay range
within that job group based on how well they demonstrate each of those competencies.'

Skill-based pay plans are a more specific variation of competency-based rewards in which
people receive higher pay based on their mastery of measurable skills."” For example, techni-
clans at the 'C:it)r of Fla.gstaﬂ, Arizona, are pa.id for the number of skill blocks ﬂ'lc}r have
mastered. Mew hires must complete the first skill block during probation and can eventually
progress through several more skill blecks to eam almost twice the base (single skill block}
salary. Technicians demonstrate proficiency in a skill block through in-house or formal
certification assessments,

Competency-based rewards motivate employees to learn new skills.'® This tends to sup-
port a more flexible workforce, increase employee creativity, and allow employees to be
more adaptive to embracing new practices in a dynamic environment. Product or service
quality also tends to improve because employees with multiple skills are more likely to
understand the work process and know how to improve it. However, competency-based
pay plans have not always worked out as well as promised by their advocates. They are of-
ten over-designed, making it difficult to communicate these plans to employess. Compe-
tency definitions tend to be abstrace, which raises questions about fairness when employers
arc relying on these definitions to award pay increases. Skill-based pay systems measure
specific skills, so they are usually more objective. However, they are expensive because em-
ployees spend more time learning new rasks, ™

PERFORMANCE-BASED REWARDS

Performance-based rewards have existed since Babylonian days 4.000 years ago, but their
popularity has increased dramatically over the past few decades. Here is an overview of some
of the most pnpula.r individual, team, and mga:tizatinnal p:rfnrma.ncc—]::as:d rewards.

Individual Rewards Many employees receive individual bonuses or other rewards for
accomplishing a specific task or exceeding annual performance poals. Housekeeping staff in
many hotels are paid a piece rate—a specific amount carmed for each room cleaned. Other
hotels pay an hourly rate plus a per-room bonus. Real estate agents and other salespeople
typically carn commriisians, in which their pay depends on the sales volume they generate,
PortionPac Chemical avoids sales commissions because thc]; motivate more sales, whereas
the Chicago-based cleaning fluids manufacturer wants customers to usc less product more
efficienty and safely. “High-commission salespeople are going to sell the customer as much

as they can. We want customers to use the right amount,” explains PortionPak chairman and

co-founder Marvin Klein. Instead, PortdonPac sales staff earm bonuses for contraces thar al-

ID-W 'I'J.'IE company js] distﬁbui: I'J'.IC' I'ig!'t[ amount Df PI‘DdJ.I'Et o cuﬂum:rs.zl

Team Rewards Organizations have shifted their focus from individuals to teams
aver the past two decades, and accompanying this transition has been the introduction of
more team-based rewards. Nucor Inc. relies heavily on team-based rewards, The steclmak-
er's employees eamn bonuses that can exceed half their total pay, based on how much steel
is produced by the team. This team-based bonus system also includes penalties. If employ-
ees catch a bad batch of steel before it leaves the mini-mill, they lose their bonus for tha:
shipm:nt. But if 2 bad batch makes its way to the customer, the team loses three times its
usual bonus. ™
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gainsharing plan

A team-based reward that
calculates bonusos from the work
unit’s cost savings and

productvity Improvement.
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Global Variations

in Performance-Based Pay®
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Russia
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Brazil
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Swedan
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Percentape uf:mp|ﬂ_:,r\e|:: mn'q-'lzd in selected couniries w]lus.a‘l,r heeir pay is *variable, such that a portion
iz dependent upon your individual performancsproductivity tangers.” Data were collected in 2013 from
rmeore than 120,000 people in 31 countries for Kelly Secvices. The global average includes respondents
from all 31 countries, not just those shown in this dhart.

Another form of team-based performance reward, called a galnshating plan, calculates
bonuses from the work unit’s cost savings and productivity improvement. Whole Foods
Market uses painsharing to motivate cost savings in its grocery stores. The food retailer as-
signs a monthly payroll budget to teams operating various departments within a store, 1F
payroll money is unspent at the end of the month, the surplus is divided among members of
that Whole Foods Market team.®® Several hospitals have cautiously introduced a form of
painsharing, whereby physicians and medical staff in a medical unit {cardiology, orthope-
dics, etc.) are collectively rewarded for cost reductions in surgery and patient care, These
cost reductions mainly occur through nepotiating better prices of matcrials. >t Liainsharing
plans tend to improve team dynamics, knowledge sharing, and pay satisfaction. They also
create a reasonably strong link between effort and performance; because much of the cost
reduction and labor efficiency is within the team’s control. #

Organizational Rewards  Along with individual and team-based rewards, many firms

rely on organiradonal-level rewards to motivate employess. Hilcorp, the Texas oil and gas

company described at the bepinning of this chapter, rewards all staff members for achieving
challenging annual and 5-year goals and other indicators of
organizational performance.

e stock rshi _Emjlu}rcc:dmctm:mhlp plans IiES-DPsJ :ll:: n:-rrgaru'—
plans (ESOPs) zational rewards that encourage employees to buy com-
A reward gystam that encourages pany stock. wsually at a discounted price. The financial
‘employees to buy company stock, incentive occurs in the form of dividends and market ap-

- preciation of the stock. Due to tax concessions in the
United States and a few other countries, most ESOPs are



Chapter Six  Applied Performance Proctices 163

designed as retirement plans. Teday, more than 20 percent of Americans working in the
private sector hold stock in their companies.®® Publix Super Markets has one of the largest
and oldest ESOPs in America. The Lakeland, Florida, Erocery chain distributes a portion of
company profits to employees in the form of company stock. Employees can also purchase
additional stock from the privately held company.™

While ESOPs involve purchasing company shares, stock optlons pive employees the right
to purchase company stock at a predetermined price up to a fixed expiration date. For exam-
ple, an employer might offer emplovees the right to purchase 100 shares at £30 at any time
between two and six years from now. If the stock price is, say, $60 two vears later, employees
could carn £10 from these options, or they could wait up to six years for the share price to se
further. If the stodk price never rises above $30 cluri.n.g that time, thc'.r are “out of the n'l.c:n:}r,”
and employees just let the options expire. The intention of stock options is to motivate em-
ployees to make the company more profitable, thereby raising the company’s stock price and
enabling them to reap the value above the exercise price of the stock options.

Another type of organizational-level reward is the profit-sharing plan, in which employ-
s receive a percentage of the previous year’s company profits. An interesting application of
this reward occurs at Svenska Handelsbanken AB. In years when the Swedish bank is more
profitable than the average of competing banks, it transfers one-third of the difference in
profits to an employes fund. Every employee receives one share in the fund for each year of

service, which can be cashed out at 60 years of ape (even if they continue working for the
bank beyond that age). 2

Evaluating Orgonizational-Level Hewards How effective are orpanizational-
level rewards? Research indicates that ESOPs and stock options tend to create an ownership
culture in which employees feel aligned with the organization’s success.” Profit sharing
tends to create less nrwn:rship culture, but it has the a.d-mnt:lgc of autumal:ica.“}r adjusting
employee compensaton with the firm’s prosperity: thereby reducing the need for layoffs or
negotated pay reductions during recessions.

The main problem with ESOPs, stock options, and profit sharing is that employees often
perceive a weak connection between individual effort and corporate profits or the value of
company shares. Fven in small firms, the cumpa.n}r’s stock price or pmﬁtaf:lilir_\r is influenced
by economic conditdons, competition, and other factors beyond the employee’s immediare
control. This low individual performance-to-outcome expectancy suppresses the incentive’s
motivational effect. Another concern is that some companies (notably those in the United
States) use ESOPs ac a replacement for employee pension plans. This is a risky stratepy
because these pension plans lack diversification. If the company goes bankrupt, employees
lose both their jobs and a large portion of their retirement nest egp

Improving Reward Eifectiveness

4 LOGB-2

stock options

A reward system that ghves
amployess the right to purchaze
company stock at 2 future dae ac
a predesermined price.

Performance-based rewards have come under attack over the years for discouraging creativ-
ity, distancing management from employees, distracting employees from the meaningfulness
of the work itself, and being quick fixes that ignore the true causes of poor performance.
Recent studies have even found that wEry largn: rewards (relative to the usual income) can
result in lower, rather than higher, performance. While
these issues have kemnels of truth under specific circum-
stances, they do not necessarily mean that we should
abandon performance-based pay. On the contrary, top-
performing companics are more likely to have perfor-
mance-based {or competency-based) rewards, which is
consistent with evidence that these rewards are one of the
high-P:rfurma.ncr: work practices {see Ch:lptcr 1.3
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IS ITTIMETO DITCHTHE PERFORMAMCE REVIEW!

I i l debating point

Mora than 30 percant of Fortune 500 companies use performance
rewiews to link rewards to the parformance of soma or most am-
ployees. Advocates argue that these evaluations provide critical
documantation, communication, and decisions nacessary to ra-
ward confributors and remove those who fail to reach the mini-
mum standard. Indaed, it can be difficult to fire poor performers in
gome jurisdictions unless the company has systematically docu-
mented the employea’s shortfalls. Evaluations provide clear fead-
back about job performance, so employees know where thay
stand and are motivated to improve. Parformance reviews have
thair faults, but supportars say these problems can be ovarcoma
by using objective information (such as goal setting and 260-
degres feedback] rather than subjective ratings, baing supportiva
and constructive throughout the review, and providing informal
performance faedback throughout the year.

Several axperts—and most employees—disagrea.®® [n spita of
mountains of advice over the years on how to improve performanca
reviews, this activity saems to inflict more damage than daliver
benafits. Apple Inc. trashed its formal parformance evaluation pro-
cess 8 dacade ago. Zappos and dozens of other companies hava
gince followed Appie's lead. Most companies that ditched their per-
formance raviews naver brought them back again.

According to various polls and studias, parformance reviews
ara stressful, maorale sapping, and dysfunctional events that typi-
cally descand into political arenas and paperwork buraaucracies.
Even whan managers actively coach employeas throughout the
year, tha annuai appraisal meeting places tham in the awkward
and incompatibla role &s an all-powarful and all-knowing evalua-
tor. Another issua is that rating employees, aven on several fac-

tors, grossly distorts the complaxity of performanca in most jobs.
A single score on customar service, for instance, would hida vari-
ations in knowledge, empathy, efficiency, and othar elemants of
servica. "Who am | to tell somebody they'ra a thrae owt of five?”
asks Don Quist, CED of the Hood Group. Quist is 50 opposed fo
performance reviews that employeas at the engineering firm
wara issued badges with a big "X" through the phrase "Employes
Evaluation.™ 8

Many percaptual biasas—halg, recency, primacy, stareotyp-
ing, fundamantal attribution error—are common in parformance
reviews and difficult to remove through training. Seemingly objac-
tive practices such as goal setting and 260-degree foedback are
fraught with bias and subjactivity. Various studies have also found
that managers across the organization use different critana to
rate employee performance. One study discoverad that managea-
mants evaluations of 5,000 customer servica employess were
unrelated to ratings that customers gave those employees. “The
managers might as wall hava been rating the employaes’ shog
sizas, for all the customars cared,” quipped one investigator.®

|z there an afternative to the performance evaluation? Ona re-
peatad suggestion is to conduct “parformance previews”™ or
“faedforward” events that focus on futura goals and advice. In-
stead of & postmortam dissaction of the amployes’s failimgs, man-
agars usa past performance as a foundation for development.®
Alzo, substantial rewvards should never ba based on performance
reviews or similar forms of evaluation. Instead, they should be
linked to measurable team- and organizational-leval outcomes
and, judiciously, to individual indicators {zalas, project comple-
tion, etc.), where appropriate.

Beward systems do motivate most employees, but only under the right conditons. Here are
some of the more impomnant strategies for improving rewand effectiveness,

LINK REWARDS TO PERFORMANCE

'Drga.nizat:inna.l behavior modification I:I'.I:ﬂ].'}" and expectancy ﬂ'n:cur:r {C}Laptn:r 5} both rec-
ommend that employees with better performance should be rewarded more than those with
poorer performance. Unfortunately, this simple principle seems to be unusually difficult to
apply. Few employees sec a relationship berween job performance and the amount of pay
they and coworkers receive. One recent global survey reported that only 42 percent of em-
ployees globally say they think there is a dear link berween their job performance and pay.
Only 25 percent of Swedish employees and 36 percent of American employees see a pay—
performance link.®

How can companics improve the pay—performance linkage? Inconsistencies and bias can
be minimized ti'l.mugh gainsha.ring, ESOPs, and other p-lans that use c:bjcc:.i\rc pn:rﬂ:irmanﬂ:
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measures. "W here subjective measures of performance are necessary: companies should rely
on multiple sources of information. Companies also need to apply rewards soon after the
performance occurs, and in a larpe-enough dose (such as a bonus rather than a pay increase),
so that employees experience positive emotions when they receive the reward. ™

ENSURE THAT REWARDS ARE RELEVANT

Companies need o align rewards with performance within the employee’s control. The
more employees see a “line of sight” berween their daily actons and the reward, the more
they are motivated to improve performance. BHI Billiton applies this principle by reward-
ing bonuses to top executives based on the company’s overall performance, whereas frontline
mining staff earn bonuses based on the production output, safety performance, and other
local indicators. Reward systems also need to correct for situational factors. Salespeople in
one region may have higher sales because the economy is stranger there than elsewhere, =0

sales bonuses need to be adjusted for such economic factors,

USE TEAM REWARDS FOR INTERDEPENDENT JOBS

Teamn rewards are better than individual rewards when employees work in highly interde-
pendent jobs, because it is difficult to measure individual performance in these simations.
Mucor Corp. relies on team-based bonuses for this reason; producing steel is a team cffore,
so employees earn bonuses based on team performance. Team rewards also encourape coop-
eration, which is more imporeant when work is highly interdependent. A third bencfit of
teamn rewards is that they tend to suppon employee preferences for team-based work. One
concern, however, is thar employees {particularly the most productive employees) in the

United States and many other low-collectivism cultures prefer rewards based on their indi-
vidual performance rather than team performance.™

ENSURE THAT REWARDS AREVALUED

It seems obvious that rewards work best when they are valued. Yet companies sometimes
make false assumptions about what employees wane, with unfortunate consequences. For
instance, one manager honored an employee’s 25th year of service by buying her a box of
doughnuts to be shared with other staff. The employee was insulted. She privately com-
plained later to coworkers that she would rather receive nothing than *a piddling box of
doughnuts."* The solution, of course, is to ask employees what they value. Campbell Soup
did this several years ago at one of its distribution centers. Fxecutives thought the employees
would ask for more money in a special team reward program. Instead, diseribution staff said
the most valued reward was a leather jacket with the Campbdl Soup logo on the back. The
lzather jackets cost much less yet were worth much more than the financial bonus the com-
pany had intended to distribute.¥!

WATCH OUT FOR UNINTENDED CONSEQUENCES

Performance-based reward systems sometimes have an uncxpected—and undesirable—
effect on employee behaviors. * Consider the pizza company that decided to reward its driv-
ers for on-time delivery: The plan got more hot pizzas to customers on time, but it also in-
creased the accident rates of the company's drivers because the incentive motivated them o
drive recklessly. ® Global Connections 6.1 describes a few other examples in which reward
systems had unintended consequences. The solution here is to carefully think throuph the
consequences of rewards and, where possible, test incentives in a pilot project before apply-
ing them across the organization.

Financial rewards come in many forms and, as was mentioned at the outset of this

section, influence cmplu}’c:s in cn:umplcx Ways. But money isn't the Dnijr ﬂ'ling that
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Ze global connections 6.1

When Rewards Go Wrong

There is an old saying that “whar gets rewarded gets done”
But what companies reward isn't always what they had in-
tended their employees to do. Here are a few dramatic exam-
ples of how performance-based rewards produce unintended

ComIequencas;

*  Until a few years ago, most public transit bus drivers in 5an-
tiago, Chile, were paid by the number of fare-paying passen-
gers. This incentive system motivated drivers to begin their
route on time, take shorter breaks, and drive efficiently, but
it also had horrendous unintended consequences. To take
on more passengers, bus drivers aggressively raced with
competing busses to the next passenger waiting area, some-
times cutting off each other and risking the safety of people

in nearby wehicles. Drivers reduced time at each stop by
speeding off before passengers were safely on board. They
also left the bus doors open, resulting in many passenger
injuries and fatalities during the journey. 5ome drivers drove
past waiting areas if there was only one person waiting.
Studies reported that Santiaga's transit busses caused one
fatal accident every three days, and that drivers paid
per-passenger caused twice as many traffic accidents as
drivers paid per hour. 3antiago now pays drivers party by
the distance traveled. Uinfortunately, drivers are no lenger
motivated to ensure that passengers pay the fare (about
one-third are freeloaders}, and they sometimes skip passen-
ger stops altogether when they are behind schedule. ™

A commercial laundry plant recenty introduced an atten-
dance reward in which employees with perfect attendance
{no unexcused absences and no lateness more than 5 min-
utes) each month had their name entered in a drawing for
a $75 gift card. Employees with perfect attendance records
over st months had a chance to receive a further $ 100 gift
card. The artendance reward had the opposite effect than
expected. Employees who were previously tardy reduced
their lateness by only a couple of minutes, just so they
were within the allowable 5 minutes. Those with previousky
excellent records had higher tardiness and absenteeism
and & percent lower productivity when the program was
active. These workers were apparently demotivated by the
artendance award, possibly upset that the company didn't
recognize their earlier good performance and was now un-
fairly rewarding those who are still @rdy (but within the

Whan transit bus drivers in Santiage, Chile, wera paid per
passanger, they engaged in dangercus driving to transport as
many passengers as possible.

S-minute limit). Another effect was that after employees
became ineligible for the monthly reward (they were late
or absent once), their tardiness record shot uwp and pro-
ductivity dropped. A third effect of the reward was that
employees were more likely to call in sick. so they stll had
absenteeism, but it was now justified, to be eligible for the
monthly award. s

Several years ago, a food processing plant discovered that in-
sect parts were somehow getting into the frozen peas during
processing. To solve this serious problem, management de-
cided to reward employees for any insect parts they found in
the peas. The incentive worked! Employees found hundreds
of insect parts that they dutifully turned in for the bonus. The
problem was that many of these insect pieces came from the
employees’ backyards, not from the production line.*
Integrated steel companies often rewarded managers for
increased labor efficiency. The lower the labor-hours re-
quired to produce a ton of steel, the larger the manager’s
bonus. Unfortunately, steel firms wsually didn't count the
work of outside contractors in the formula, so the reward
system motivated managers to hire expensive contractors
in the producton process. By employing more contractors,
the managers received a healthy bonus, even though the
true cost of production increased., not decreased.”

———— ]

motivates people to join an organization and perform effectivdy. In one recent very large
survey, 31 percent of Morth American employees polled said they are prepared to accept
a lesser role or lower wage to perform work that is more meaningful to them or their
organization. “High performers don't go for the money,” warns an executive at Imation
Corp. “Good people want to be in challenging jobs and see a future where they can get
even more responsibilities and challenpes.”® In other words, companies motivate
employees mainly by designing interesting and challenging jobs, which is the topic we
discuss next.
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Job Design Practices

LOB-3

How do you build a better job? That question has challenged organizational behavior ex-
perts, psychologists, engineers, and economists for a few centuries. Some jobs have very
few tasks and wswally require very little skill. Other jobs are immensdy complex and re-
quire years of experience and learning to master them. From one extreme to the other, jobs
have different effects on work cefficiency and employee motivation. The challenge, at least
from the organization’s perspective, is to find the right combination so that work is per-
formed cﬂ'icicnd}r but :mplu}'cn:s ane cngag:d and satisfied. ™ This nbjﬁctiv: requires careful
Job design—the process of assipning tasks to a job, including the interdependency of those
tasks with other jobs. A feb is a sct of tasks performed by one persen. To understand chis
issue more fully, let’s begin by describing cardy job design efforts aimed at increasing work
efficiency through job specialization.

JOB DESIGN AND WORK EFFICIENCY

Li Mei’s first job at a toy factory in China’s Pearl River Delta involved using four pens to
paint the eyes O dolls. The iE-]rcar-nld was given r_'urthr 7.2 seconds to paint cach doll—
about 4,000 every day. Eventually, the paint fumes made Li Mei too faine to work, so she
was moved to another department that stamped out plastic doll parts. Again, the work was
repetitive: open the machine, insert the plastic, press the machine, remove the plastic. Li
Med rcpn:atl:d this C}nc!: 3,000 times each da}r After several months of this worl, Li Mei was
exhausted and disillusioned. “T'm tired to death and I don’t earn much,” she says despon-
dently. “It makes everything meaningless.™®

Li Mei performs jobs with a high degree of job speciallzation. [ob specialization ocours
when the work required to make a toy—or any other product or service—is subdivided into
separate jobs assigned to different people. Each resulting job includes a narrow subset of
tasks, usually completed in a short cycle time. Cyele rime is the time required to complete the
task before starting over with another item or client. Li Mei had an average cycle time of 7.2
seconds, which means she repeats the same set of tasks hundreds of times each hour.

Why would companies divide work into such tiny bits? The simple answer is that job
spedialization potendally improves work efficiency. One reason for this higher efficiency is
that employees have less variety of tasks w juggle (such as painting dolls versus operating a
doll parts machine), so there is less time lost ci'l.a.nging aver to a different type Dfarti\dq.r. Even
when people can change tasks quickly, their mental artention lingers on the previous type of
work, which slows down performance on the new task.”’ A second reason for increased work
effidency is that employees can become proficient more quickly in spedalized jobs. There are
fewer physical and mental skills to learn and therefore less ime to train and develop people
for high performance. A third reason is that shorter work cydles give employees more frequent
practice with the task, so jobs are mastered more quickly. A fourth reason why specialization
tends to increase work efficiency is that employees with specific aptitudes or skills can be
matched more precisely to the jobs for which they are best suieed.*

The bencfits DI'-jDIJ spctiaj tration were noted more than 2,300 ¥oars agn |:nr the Chincse
philosopher Mencius and the Greek philosopher Mato. Scottish economist Adam Smith
wrote 250 years ago abourt the advantages of job specialization. Smith described a small fac-
tory where 10 pin makers collectively produced as many as
48,000 pins per dajr because tl'n:}r pcrﬁ::rmn:d spnci:ﬂizn:l
tasks. One person straightened the metal, another cut i,
another sharpened one end of the cut piece, yet another
added a white tip to the other end, and so forth. In con-
trast, Smith :'xpl:ljm:d that if these 10 p:npl: worked alone
producing complete pins, they would collectively manu-
facture no more than 200 pins per day. ™
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Tha Arsenal of Venice introduced job specizlization 200 years before economist Adam Smith famously praised this form of job
design. Founded in 1104 AD, the state-owned shipbuildar eventually employed up ta 4,000 peopla in specialized jobs (carpentars,
iron waorkers, warehouse supervisors, etc. ) to build ships and accessories (a.0., ropes). In 1570, the Arsenal had becoma so
efficiant through specialization that it built 100 ships in two manths. The organization even had an assambly line along the
waterway whara workers apportioned food, ammunition, and other supplias from specially designad warehouses to the
completed vessals. ™

SCIENTIFIC MANAGEMENT

One of the strongest advocates of job specialization was Frederick Winslow Taylor, an
American industrial engineer who introduced the principles of sclentific management in
the early 1900s.%° Scientific management consists of a toolkit of activities. Some of these in-
terventions—employee selection, training, poal setting, and work incentives—are common
today but were rare until Taylor popularized them. However, scientific management is
m:n'n]_v associated with J'Ligi] levels of job spﬂ:ia]i:.'.atiun and standardization of tasks to
achieve maximum efficiency.

According to Taylor, the most effective companies have detailed procedures and work
practices developed by engincers. enforced by supervisors, and executed by employees. Even
the supervisor’s tasks should be divided: One person manages operational efficiency, another
manages inspection, and another is the disciplinarian. Taylor and other industrial engineers
demonstrated that scientific management signiﬁcm:l}' IMPIoves work -::Ecicnqt Mo doubt,
some of the increased productivity can be credited to training, goal setting, and work incen-

S TN, tives, but job specialization quickly became popular in it own Aghe.
The practice of systematically :
partitioning work Into Its
mallest el and ~
migpirpet e M PROBLEMS WITH JOB SPECIALIZATION
maximum efficiency. Frederick Winslow Taylor and his contemporaries focused on how job spedalization reduces

labor “waste” by improving the mechanical efficency of work (i.e.. matching skills, faster
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learning, less switchover time}. Yet they didn't seem to notice how this extreme job special-
ization adversely affects employee attitudes and motivation. Some jobs—such as painting
eyes on dolls—are so specialized that they soon bocome tedious, trivial, and socially isolat-
ing. Employee murnover and absenteeism tend to be higher in specialized jobs with very
shon cycle times. Companies sometimes have to pay higher wages to attract job applicants
to this dissatisfying, narrowly defined work.>®

Job specialization affects output quality, but in two opposing ways. Job incumbents of
specialized jobs potenially produce higher-quality results because, as we mentioned earlier,
they master their work faster than do employees in jobs with many and varied tasks. This
higher profidency explains why specialist lawyers tend to provide beteer quality service than
do peneralist lawyers.” But many jobs (such as Li Mei’s position in the toy factory) are spe-
cialized to the point that they are highly repetitive and tedious. In these repetitive jobs, the
positive effect of higher proficiency is easily offset by the nepative effect of lower attentiveness
and motivation caused by the tedious work patterns.

Job specialization also undermines work quality by disassociating job incumbents from the
overall product or service. By performing a small part of the overall work, employees have diffi-
culty striving for better quality or even noticing flaws with that overall outpue. As one observer
of an automobile assembly line reports: “Often [employess| did not know how thedr jobs rlated
to the total picture. Mot knowing, there was no incentive to strive for qualioe—what did qualicy
even mean as it related to a bracker whose funcion you did not understand?"**

Visit connect.megrawhill.com for activities and test questions to
help you learn about the job characteristics model and other job

design topics.

Job Design and Work Motivation

+ LOG-4

motivator-hygiene theory
Herzberg’s theory ctadng that
emiployess are prirmarily
mictivated by growth and ecteem
needs, not by lower-level neade.

Frederick Winslow Taylor may have overlooked the motivational effect of job character-
istics, but it is now the central focus of many job design initiatives. Organizational
behavior scholar Frederick Herzberg is credited with shiking the spotlight in the 1950s
when he introduced motivator-hygiene theory.” Motivator-hygiene theory proposes
that employees experience job satisfaction when they fulfill growth and esteem needs
(called mosfwitors), and they experience dissatisfaction when they have poor working
conditions, job security, and other factors categorized as lower-order needs (called hy-
gienes). Herzberg arpued thae only characteristics of the job itself motivate employees,
whereas the hygicne factors merely prevent dissatisfaction. It might seem obvious to us
today thar the job iself is a source of motivation, but the concept was radical when Her-
zherg proposed the idea.

Mntimtﬂr-h}'gicn.c rl'n:u'r_'.-' has been mundl}' n:]n:ctn:d E}}r research studies, but H:nb::g’s
ideas generated new thinking about the motivational potential of the job itself® Out of
subsequent research emerped the Job characteristics
model, shown in Exhibit 6.2. The job characteristics
model identifies Ave core job dimensions that produce
three psycholopical states. Employees who experience these
peychological states tend to have higher levels of internal
work motivation [motivation from the work itself), job
satisfaction (partcularly satisfaction with the work ieself},
and work effectiveness.®!
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EXHIBIT 6.2

The Job Characteristics
Model

Sewrrce: . B Hackenan and G.
Ohdharn, Wont Redesign {Beading,

MA: Addison-Wesley, 1980), p. 90,

mmwuﬁuﬁw
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CORE JOB CHARACTERISTICS
The job characteristics model identifies five core job characteristics. Under the right condi-
tions, employees are more motivated and satished when jobs have higher levels of these

L]

Skeidl variery. Skl varety refers m the use of different slills and talents to complete a vari-
ety of work activities. For example, sales clerks who normally only serve customers might
be assipned the additional duties of stocking inventory and chanping storefront displays.
Tﬁi&nﬁg.MHqLﬂtyisthtdcgm to which a job requires completion of a
whaole or identifiable picce of work, such as assembling an entire broadband modem
rather than just soldering in the cirenitry.

Tisk significance. Task significance is the degree to which the job affects the organiza-
tion and/lor larper society: It is an observable characteristic of the job (you can see how it
bencfits others) as well as a perceptual awareness, as Global Connections 6.2 illustrates.

Autonamy. Jobs with high levels of antonomy provide freedom, independence,
and discretion in scheduling the work and determining the procedures to be




Chapter §ix  Applied Performmance Proctices ITI

"i‘ global connections 6.2

Customer Talks Raise Task
Significance and Identity

Repairing aircraft engines is a complex business, involving the
specialized work of dozens of people. However, people work-
ing in specialized jobs tend to have lower task identity and msk ©|
significance. “¥¥e werk on airplane engines, but individual em-
ployees work on different parts and don't necessarily know
what the customer uses it for,” says Maurice Carter, a bearing
technician lead hand ar the Rolls Royce Engine Services faciliy
in Oakland, California.

For this reason, Rolls Royce introduced “Voice of the Cus-
tomer,” an initiative in which customer representatives visit
the facility and talk to production staff about how the quality
:JL'J:;?:@T%;E;: :JT“PD;;T;S ﬂ?:::r:hﬂ ;'E::Em:er!zrj;} Rofls Royce Engine Sarvices in California improved employees’
somecne who may be stranded in a remote area, who relfies task significance and task identity through its Vioice of tha
on your ability to make sure that engine starts and continues Customar program.
to run in any adverse drcumstance.” says Carter.

“Noice of the customer isn't just a nicery” explains a Rolls
Royce Engine Services executive. ‘It gives employees with rel-
atively repetitive jobs the sense that theyre not just working
on a part but rather are key in keeping pecple safe

used to complete the work. In autonomous jobs, employecs make their own deci-
sions rather than rely on detailed instructions from supervisors or procedure
manuals. Autono my is considered the core motivational element ufjnb d::ign_“‘l
As we learned in Chapter 4, autonomy is also an important mechanism to reduce
stress in some sitnarions,

*  Job fredback. Job feedback is the degree to which employees can tell how well they
are doing from direct sensory information from the job itself. Aidine pilots can eell
how well they land their aircraft, and road crews can see how wdl they have prepared
the roadbed and laid the asphalr,

CRITICAL PSYCHOLOGICAL STATES

The five care job characteristics affect employee modvation and satisfaction through three
critical psychological states, shown in Exhibiv 6.2, Skill variety, task identty, and task sig-
nificance directly contribute to the job's experienced meaningfulnes—the belicf that one’s
work is worthwhile or imporant. Autonomy directly contributes to feelings of experienced
respansibility—a sense of being personally accountable for the work outcomes. The third
critical psychological state is knonledee of results—an awareness of the work outcomes
based on informatdon from the job itsclf,

INDIVIDUAL DIFFERENCES

Job design doesn't increase work motivation for everyone in every situation. Employees must
have the requi red skills and knowln:lgt to master the more c]'talltngjng work., Otherwise, _inb
design tends to increase stress and reduce job performance. The original model also states
that employess will be motivated by the five core job characteristics only when they are
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satisfied with their work context (e.g., working conditions, job security) and have a high
gronuth need strength. Growth need strength refers to an individual’s need for personal growth
and development, such as work that offers challenges, cognitive stimulation, learning, and
independent thought and action.*® However, research findings have been mixed, suggesting
that employees might be motivated by job design no matter how they feel about their job
context or how high or low they score on growth needs 5

SOCIAL AND PREDICTABILITY JOB CHARACTERISTICS

The job characteristics model overlooks a few aspects of jobs that are also important for
employee motivation and performance.® In particular, the earlier model overooks social
chardrteristics of the job. One of these social characteristics is the extent to which the job
requires employess to interace with other people (coworkers, clients, government represen-
tatives, cte.). |he topic of emotonal labor, discussed in Chapeer 4, relates to this sodal job
characteristic. Required social interaction with other employees (called rask intendepen-
dence) will be discussed in more detail in Chapter 8, because it is an imporeant factor in
team dynamics. Another social characteristic of the job is feedback from others. Farlier, we
said that feedback from the job itself is motivational, so feedback from clients, coworkers,
and others may be equally important.

Another cluster of job characteristics missing from the carlier model considers the pre-
dictability or information processing demands of the job.*” One of these characteristics is
how predictable the job duties are from one day to the next (called zask pariabiliey). Em-
ployees in jobs with high task variability have nonroutine work patterns; they would per-
form different types of tasks on one day than another day, and not necessarily know what
tasks will be required next. Another one of these characteristics, called tark analyzabiliey,
refers to how much the job can be performed using known procedures and rules. Jobs
with high task analyzability have a ready-made “cookbook™ to guide job incumbents
through most decisions and actions, whereas jobs with low task analyzabilicy require
employee creativity and judgment to determine the best course of action, Task variability
and task analyzability arc important job characteristics to consider when designing orpa-
nizational structures, so we discuss them further in Chapeer 13.

Job Design Practices that Motivate

Three main strategies can increase the motivational potential of jobs: job rotation, job
enlarpement, and job enrichment.

JOB ROTATION

Bang & Nufsen has always had fairly complex jobs at its manufacturing plants. When the
Danish government established puidelines for employers to reduce monotonous and repetitive
work, however, the Danish audio and multimedia company took further steps by training
employees on all assembly stations and rotating them through different jobs every three or four
hours.*® Bang & Olufsen executives have introduced the pracrice of moving employees from
one job to another for the purpose of improving the motivational and physiological conditons
of the work.

There are three potential benefits of job rotation. First, it minimizes health risks from
repetitive strain and heavy lifting, because employees use different muscles and physical
positions in the various jobs. Second, it supports multi-skilling (employees learn several
jobs), which increases workforce Hexibility in staffing the production process and in inding
replacements for employees on vacation. A third benefit of job rotation is that it potentially
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job enlargement
Tha pracdce of adding more
tacks to an exdisting job.

EYE Lighting International staff are actively involved in kaizen avants and other forms
of quality improvemant. But to make thair daily routines more engaging, the Ohio-
based subsidiary of lwasaki Elactric of Japan practices job rofation. "Every employea
on the factory floor changes positions at least once a day,” says EYE Lighting
president Tom Salpietra. “The eamployvees love it becauwsa they don't get borad in their
daily job. Ergonomically it’s good for them because they're not doing tha sama
repatitive task day-in and day-out when they come hare.” Salpiatra adds that job
rotation “allows vs 2 fremandous amount of flaxibility™ in work assignmants. It also
gives employaas a battar picture of tha production process, which helps whan
conducting kaizan avents

reduces the boredom of highly repetitive jobs. Organizational behavior
experts continue to debate whether job rotation really is a form of job
redesign, because the jobs remain the same; they are still highly specialized.
However, job rotation does increase variety throughout the workday, which
explains why anecdotal evidence suggests it has some positive effects on em-
ployee artitudes.

JOB ENLARGEMENT
Job enlatgement adds tasks to an existing job. This might involve combin-

ing two or more complete jobs into one or just adding one or two more

tasks to an existing job. Either way, skill varety increases because there are
more tasks to perform. A video journalist is an example of an enlarged job. As Exhibic 6.3
illustrates, a traditional news team consists of a2 camera operator, a sou nd and ]'Lght[ng spe-
cialist, and the journalist who writes and presents or narrates the story: Une video journalise
performs all of these tasks.

Job enlargement significantly improves work efficiency and flexibility. However, re-
search sugpests that simply piving employees more tasks won't affect motivation, perfor-
mance, or job satisfaction. These benefits result only when skill varicry is combined with
more autonomy and job knowledge.™ In other words, employees are motivated when they
perform a variety of tasks and have the freedom and knowledge to structure their work o
achieve the highest satisfaction and performance. These job characteristics are at the heant

of _inb enrichment.

JOB ENRICHMENT

Job enrichment occurs when employees are given more responsibility for scheduling,
coordinating, and planning their own work.”! For example, customer service employees
at American Express go “off-script,” meaning that they use their own discretion regard-
ing how long they should spend with a client and what to say to them.” Previously,
employees had to follow strict statements and take a fixed time for specific types of cus-
tomer issucs. Generally; people in enriched jobs experience higher job satisfaction and
work motivation, along with lower absenteeism and turnover. Producrivity is also higher
when task identity and job fecdback are improved. Prod-
uct and service quality tend to improve because job en-
richment increases the jobholder’s felt responsibility and

m —h of e e sense of ownership over the product or service.™

The practice of giving employeas ; : ; ) :
mmh - One way to increase job enrichment is by combining
schaduling. coordinating, and highly interdependent tasks into one job. This natural
planning their own work. greuping approach is refleceed in the video journalist job.

Along with being an enlarped job, video journalism is an



174

PartTeo  Individual Behavior and Processes

EXHIBIT 6.3 [Job Enlargement of Video Journalists

Traditional
news team

Video
journalist

example of job enrfichment, because it narurally proups tasks together to complete an endre
product (i.e.. a news story). By forming natural work units, jobholders have stronger feelings
of responsibility for an idendfiable body of work. They Feel a sense of ownership and, there-
fore, tend o increase job quality. Forming natural work units increases rask idendiy and task
significance because employees perform a complete product or service and can more readily
see how their work affects others.

A second fnl: enrchment siratepy. called r:rdbi':';ﬁ:'ug client Ffjﬁfj-ﬂ‘nﬂ.!l;ﬂ'j, involves putting
employees in direct contact with their dients rather than using the supervisor as a
gn-bml.rccn. B]; bcing din:ctl].' rcspnnsih]c for spcciﬁc clients, :mp-ln].'c:s have more infor-
mation and can make decisions affecting those clients.” Establishing client relationships
also increases task sipnificance because employees sce a line-of-sight connection between
their work and consequences for customers. City Telecom in Hong Kong redesipned cus-
tomer service jobs around customers for this reason. “We introduced a one-stop service for
our customers,. explains Ellis Mg, City Telecom’s head of learning and development. “Each
of our staff in the special duty unit (SDU) can handle all inquiries including sales, cus-
tomer service and simple troubleshooting. They are divided into small working units and
serve a set number of customers so they have the chance to build a rapport and create a
personalized service."”*

Forming natural task groups and establishing client relationships are common ways
to enrich jobs, but the heart of the job enrichment philoscphy is to give employees more
AULONOMY over their work. This basic idea is at the core of one of the most wid.cl}-'
mentioned—and often misunderstood—practices, known as empowerment.

Visit connect.megrawhill.com for activities and test questions to
help you learn about empowerment and other applied performanca

practices.
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Empowerment Practices

+ LOGB-S

A psychological concept In which
people exparience more seff-

competance, and Impact
regarding their rola In the

Empowerment is a term that has been looscly tossed around in corporate circles and been
the subject of considerable debate among academics. However, the most widely accepted
definition is that empowerment is a psycholopical experience represented by four dimen-
sions: self-determination, meaning, compeicnoe, and the impact of the individual’s role in

the organization. ™

»  Selfdetermimation. Empowered employees feel that they have freedom, indepen-
dence, and discretion over their work activizies.

» Meaning. Employees who feel empowered care about their work and believe that
what they do is important.

= Comperence. Empowered people are confident abour their ability o perform the
work well and have a capadity to grow with new challenges.

* [Impace. Empowered employees view themselves as active participants in the orga-
nization; that is, their decisions and actions have an influence on the company's
SUCCESE,

SUPPORTING EMPOWERMENT

Chances are that you have heard leaders say they are “empowering” the wordorce. Yet em-
powerment is a state of mind, so what these executives really mean is that they are changing
the work environment to support the ﬁ:w:ling rlzltf|:m|:M'..1-'||lw:1'mv.-.:rtI:.w MNumerous individual, jnb
design, and organizational or work-context factors suppore empowerment.”™ At the individ-
ual level, employees must possess the necessary competencies to be able to perform the
work, as well as handle the additional d:cisi-un-ma.’sing requircments.

Job characeeristics clearly influence the degree to which people feel empowered.™
Employees are much more likely to experience self-determination when working in jobs
with a high degree of autonomy and minimal bureavcratic control. They experience more
meaningfulness when working in jobs with high levels of task identity and task signifi-
cance. They experience more self-confidence when working in jobs that allow them to
receive feedback about their performance and accomplishments. These job characteristics
are evident at Svenska Handelshbanken. As Global Connections 6.3 describes, the Swedish
bank delepates almost all power to the local branches, which results in better service and
more motivated seaff

Several organizational and work-context factors also influence empowerment. Em-
ployees experience more empowerment in organizations in which information and
other resources are easily accessible. Empowerment also requires a learning orientation
culture. In other words, empowerment flourishes in organizations that appreciate the
value of employee learning and that accept reasonable mistakes as a natural part of the
learning process. Furthermore, as we sec at Svenska Handelsbanken, empowerment re-
quires corporate leaders to trust employees and be willing to take the risks that empow-
erment creates.

With the right individuals, job characterstics, and organizational environment, em-
powerment can substantially improve motivation and performance. For instance, a study
of bank employees conduded that empowerment improved customer service and tended
to reduce conflict between employees and their supervisors. A study of nurses reported
that empowerment is associated with higher trust in management, which ultimately in-
Huences job satisfaction, belief and acceptance of organizational poals and values, and
effective organizational commitment. Empowerment also tends to increase personal ini-

tiative, because employees identify with and assume more psychological ownership of
their work.®!



1Té

[

FartTers  Individual Behavior and Processes

global connections 6.3

Svenska Handelsbanken Branch-
Level Empowerment®®

Cine of Europe’s most successful banks doesn't believe in
budgets or centralized financial targers. Instead, Stockhalm-
based Svenska Handelsbanken AB gives its branch managers
and staff considerable autonomy to rum the local branches as
their own businesses. Branches decide on which customer
types to focus their services, how much to lend, and how
much to charge. Branches even have discretion about how to
advertise products, how much to pay for property leases, and
how many staff to hire.

Handelsbanken's head office serves the branches, not tha
other way around. “The head office is there to support the
branches. Ve don't tell them what to do.” emphasizes Anders
Bouvin, Handelsbanken's chief executive in the United King-
dom."“We don't offer any targets or budpeting. . ..WWe have no
volume poals, no profit goals. no timetabla”

Handelsbanken takes this unique approach to banking
based on its experience that branch managers can make better
decisions than the folks at the head office. “WWe want to work
as closely to customers as possible.” explains 2 Handelsbanken
executive in Sweden. “It’s the local branch manager who de-
cides which customers to work with and what product they
should have” By delegating power to the branches, Handels-
banken provides more personalized banking to dients. It also
customizes products to the local community and, by knowing
dients better, reduces the bank’s risk of loan defaults. Handals-
banken was one of the few European banks to weather the
great finandial crisis unscathed.

Branch-level autonomy also motivates staff through feel-
ings of empowerment. “The culture of our company is

Svanska Handelsbanken supporis betier customer sarvice and
higher empowarment by giving its branch managars and staff
considerable autonomy to run tha local branches.

based on entrusting employees and allowing those who are
closest to the customer and who know the customer best
to make decisions.” says Anders Bouvin. “Being empowerad
and having this trust leads to better decisions and higher
satisfaction.”

Bouvin points out that Handelsbanken's approach is ukti-
marely about how human beings should be treared. “We are
different, even in Sweden,” Bouvin says.“This boils down to a
fundamental humanist view. Ve believe that if you put trust in
pecple, people will respond in a positive way and take respon-
sibility and deliver resules that they would not have achieved in
a command and control envirenment.”

Self-Leadership Practices

LO 6-6

self-leadership

The process of Influencing
onaself 1o establish the cel-
direction and self-mothvation
needed to perform a tack.

What is the most important characreristic that companies look For in their employecs? Lead-
ership potencial, ability to work in a team, and good communication skills are important,
but they don't top the list in a survey of 800 British employers. Instead, the most importane
employee characteristic is selF-motivation. Frode Gronvold can identify with these survey
results. The chairman of Linstow Management Center, which develops and manages major
shupping centers in Latvia and Estonia, seeks out pnupl:whn demonstrate .s-l:lf-icadcsship. “1
really appreciate when [ have colleapnes who take initiative,” says Gronvold. ®1 like people with
a creative state of mind, who at the same time are autonomous, sdf-driven, self-motivated,
with the ability to cooperate and get the best out of cach other. These are the main skills that
I am looking for in my employees."®

Frode Gronveld looks for people who enpape in self-leadershlp. They cstablish the
self-direction and self-motivation needed to perform a task without their managers generat-
ing that motivation or initiative.™ Sclf-leadership includes a toolkit of behavioral activities
borrowed from social cognitive theory and goal sctting (see Chapter 3). It also indudes



A connect

The process of wlking to
oursalves about our own

thoughts or 2cthons.
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constructive thought processes that have been extensively studied in sports psychology.
Orverall, self-leadership supgests thar individuals mostly repulate their own actions through
these behavioral and cognitive (thought) actvities.

How well do you practice self-leadership! Visit connect.megrawhill
~com to estimate how much you engage in several self-leadership

activities.

SELF-LEADERSHIP STRATEGIES

Although sclf-leadership consists of several processes, the five main activities arc identified in
Exhibit 6.4. These elements, which penerally follow each other in a sequence, are personal
goal setting, constructive thought patterns, designing narural rewards, sel-monitoring, and
self-reinforcement. ™

Personal Goal Setting The first step in self-leadership is to set poals for your own
work cffort. In self-leadership, these goals are self-determined, rather than being assigned by
or jointly decided with a supervisor. Rescarch supgests that employees are more focused and
perform better when they set their own goals, particularly in combination with other
self-leadership practices.®* Personal goal setting also requires a high degree of self-awareness,
because people need o understand their current behavior and pedformance before establish-
ing meaningful poals for personal development.

Constructive Thought Patterns  Before beginning a task and while performing it,
employees should engage in positive (constructive) thoughes about that work and its accom-
plishmene. In particular, employees are more motivated and better prepared to accomplish a
task after they have enpaged in positive thinking.

Positive Self-Talk Do you ever talk to yourself? Most of us do, according to a major
study of college students.®” Self-talk refers o any situation in which we talk to ourselves
about our own thoughts or actions. The problem is that most self-talk is negative; we crit-
icize much more than encourage or congratulate ourselves. Megative self-talk undermines
our confidence and potential to perform a particular task. In contrast, positive self-talk
creates a “can-do” belicf and thereby increases motivation by raising our self-efficacy and
reducing anxiety about challenging tasks.®® We often hear that professional athletes “psy-
che” themselves up before an importane event. They tell themselves thar they can achieve
their goal and that they have pracriced enough to reach thae goal. They are motivating
themselves through self-tall.

EXHIBIT 6.4 Elements of Self-Leadership
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The process of mentally
practicing a task and visualizing
Itz successful completion.

Part e Individual Behavior and Processes

Bayer CropScienca’s business in North Carolina is B
cxpanding, but it only wants job applicants with
spacial charactoristics. " It's difficult to fill [these
jobs],” says site laader Nick Crosby. “We're not in
the game these days of just getting paople wha
can read, write, and shovel stuff around.” Instead, @
Bayer CropScionca wants employess who
practice seff-laadarship. "We nead salf-motivatad
people who work well with empowerad taams—
people who can think for themselves, do basic
diagnosis, and keep the plants operating at an
optimum,” ha says.®

Mental Imagery You've probably heard the
phrase “T'll cross that bridpe when | come to it!"
Self-leadership takes the opposite view. It sugpests
that we necd to mentally practice a task and imagine
successhully performing it beforchand. This process,
known as mental Imagery, has two parts. One part
involves mentally practicing the task, anticipating
obstacles to goal accomplishment, and wordking out
solutions to thosc obstacles before they occur. By
mentally walking through the activitics required to
accompplish the task, we bepin to see problems that
may occur. We can then imagine what responses
would be best for each contingency.®

While one part of mental imagery helps us to
anticipate rl'lings that could EO WIDNE, the other part
involves visualizing successful completion of the task. You might imagine the experience of
completing the task and the positive results thar follow, such as being promoted. receiving a
prestigious award, or taﬂn.g time off work. This visualization increases g{::ﬂ commitment
and motivates people to complete the task effectively. This is the serategy that Tony Wang
applies to motivate himself. “Since | am in sales, I think about the reward 1 pet for closing
new business—the commission check—and the things it will allow me to do that [ really
enjoy, explains the sales employee in Washington, DC. “Or | think about the fecling |
get when | am successful ar something and how it makes me feel good, and use that o get

me gl::'i.ng_"!“:I

Designing Natural Rewards Seclf-lecadesship recognizes that employees actively
craft their jobs. Ta varying degrees, they can alter tasks and work rdatonships to make the
work more motivating.”! One way to build narural rewards into the job is to alter the way a
task is accomplished. People often have enouph discretion in their jobs to make slight
changes to suit their needs and preferences.

Self-Monitoring Self-monitoring is the process of keeping track at regular intervals of
one’s progress toward a goal by using naturally occurring feedback. Some people can receive
fredback from the job ieself, such as members of a lawn maintenance crew who can see how

they are improving the appearance of their client’s property. But many of us are unable to
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observe our work output so readily. Instead, many people need to design feedback systems.
Salespeaple might amrange to receive monthly reports on sales levels in their territory. Pro-
duction seaff might have gauges or computer feedback systems installed so that they can see
how many errors are made on the production line. Research sugpests that people who have
control over the timing of performance feedback perform their tasks better than do those
with feedback assigned by others.”

Seli-Reinforcement Selfleadership includes engaging in selfreinforcement, which is
part of social cognitive theory described in Chapter 5. Self-reinforcement occurs when-
ever an employee has control over a reinforcer but doesn’t “rake”™ the reinforcer uneil com-
pleting a self-set goal.®® A common example is taking a break after reaching a
predetermined stape of your work. The work break is a self-induced form of positive rein-
forcement. Self-reinforcement also occurs when you decide to do a more enjoyable task
after completing a task that you dislike. For example, after slogping throuph a difficult
report, you might decide to spend time doing a more pleasant task, such as carching up
on industry news by scanning websites.

EFFECTIVEMNESS OF SELF-LEADERSHIP

Self-leadership is shaping up to be a valuable applied performance practice in organiza-
tional scteings. A respectable body of rescarch shows consistent support for most clements
of self-leadership. Sclf-set poals and sclf-monitoring increased the frequency of wearing
safety equipment among employees in 2 mining operation. Airline employees who re-
cefved constructive thought training experienced beteer mental performance, enthusiasm,
and job satisfaction than coworkers who did not receive this training. Mental imagery
helped supervisors and process engineers in a pulp-and-paper mill transfer what they
learned in an interpersonal communication skills class back to the job.* Studies also indi-
cate that constructive thought processes improve individual performance in cycling,
hockey poaltending, ice skating, soccer, and other sports. Indeed, studies show that almost
all Olympic athletes rely on mental rehearsal and positive self-talk to achieve their perfor-
mance goals.*

Do you have a proactive personality! Visit connect.mcgrawhill.com
o assess the extent to which taking personal initiative is part of your
disposition.

PERSOMNAL AND SITUATIONAL PREDICTORS
OF SELF-LEADERSHIP

Some research sugpests that self-lecadership behaviors are more frequently found in people
with higher levels of conscicntiousness and extroversion. Some writers also supgest that peo-
ple with a positive self-concept evaluation (i.c., self-esteemn, self-efficacy, and internal locus
of control) are more likely to apply self-leadership strategies

The work environment also seems to influence the extent to which employees engage
in self-lcadership. Specifically, employees require some degree of autonomy to engage in
some or most aspects of self-leadership. They probably also feel more confident with
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self-leadership when their boss is empowering rather than controlling and if there is a high

degree of trust berween them. Employees are also more likely to engage in self-monitoring

in companies that cmphasizc continuous measurement of |:l|:rf"4:|-rrn:1|14:-:.5':r Oherall,

self-leadership promises to be an important concept and practice for improving employee

motivation and performance.

chapter summary

B-1 Discuss the meaning of money and identify several
individual-, team-, and organizational-level perfor-
mance-based rewarnds,

Money (and other financial rewards) is a fundamental part of
the employment relationship, bue it also relates o our needs, our
emaotions; and our self-concept. Tt is viewed as a symbol of status
and prestipe, as a source of soourity, as a source of evil, orasa
source of anxicty or feclings of inadequacy.

Organizations reward employees for their membership
and seniority, job status, competencies, and performance.
Membership-based rewards may attrace job applicants and
scniority-based rewards reduce turnover, but these reward
objectives tend to discourape turnover among those with the
lowest performance. Rewards based on job status try to main-
tain internal equity and moetivate employees to compete for
promotions. However, they tend to encowrage 2 bureaucratic
hi:ra.rd'ty. support status dLH:n:ﬂc:s, and motivate ::mpauycrs
ta compete and hoard resources. Competency-based rewards
are becoming increasingly popular because they encourage
skill development. However, they tend to be subjectively mea-
sured and can result in higher costs as employees spend more
time learning new skills.

Awards and bonuses, commissions, and other individual
performance-based rewards have existed for centuries and are
widely used. Many companies are shifting to team-based re-
wards such as gainsharing plans and to orpanizational rewards
such as employee stock ownership plans (ESOPs), stock op-
tions, and profit sharing. Although ESOPs and stock options
create an ownership culture, employees often perceive a weak

connection between individual performance and the organiza-
tional reward.

6-2  Duescribe five ways to improve reward cffectiveness.

Financial rewards have a number of limitations, but reward of-
fectiveness can be impmvn:i in several WayE, 'Dlganizatium] lead-
ers should ensure that rewards are linked to work performanee,
rewards are aligned with performance within the employee’s
control, team rewards are used where jobs are interdependent,

rewards are valued by employees, and rewards have no unin-
tended consequences.

B6-3 List the advantages and disadvantages of job
= A

Job design is the process of assigning tasks to a job, including the

interdependency of those tasks with other jobs. Job specialization

subdivides work into separate jobs for different people. This

increases work efficiency, because employees master the rasks
guidkly, spend less time changing tasks, require less training, and
can be matched more closely with the jobs best suited to their
skills. However, job specialization may reduce work motivation,
create mental health problems, lower product or service qualicy,
and increase costs through discontentment, absentecism, and
urnever.

B-4 Diagram the job characteristics model and describe
three ways to improve employee motivation through
job design.

The job characteristics model is a template for job redesign thae
specifies core job dimensions, psycholopical states, and individ-
ual differences. The five core job dimensions are skill variety,
task identity, task significance, autonomy, and job feedback.
Jobs also vary in their required social interaction (task interde-
pendence), predictability of work activities (task variabilicy),
and procedural clarity (task analyzability). Contemporary job
desipn stratepies try to motivate employees through job rota-
tion, job enlargement, and job enrichment. Organizations in-
troduce job rotation to reduce job boredom, develop a more
fexible workforce, and reduce the incidence of repetitive strain
injurics. Job enlarpement imvolves increasing the number of
tasks within the job. Two ways to enrich jobs are dustering
tasks into natural groups and establishing dlient relationships.

B-5 Define empowerment and identify strategies that
support empoverment.

Empowerment is 2 psychological concept represented by four di-
mensions: sclf-determination, meaning, competence, and impac,
related to the individuals role in the organization. Individual
characteristics seem to have a minor infleence on empowerment.
Job design is a major influence, particularly autonomy, task iden-
tity, task significance, and job feedback. Empowerment is also
supported at the orpanizational level through a learning orienta-
tion culture, sufficient information and resources, and corporate
leaders who trust emplovess.

B-8  Describe the five elements of self-leadership and
identify specific personal and work environment in-
Auences on self-leadership.

Self-leadership is the process of influencing oneself to establish

the self-direction and sclf-motivation needed to perform a task.

This includes personal poal setting. constructive thought pat-

terns, designing natural rewards, self-monitoring, and self-
reinforcement. Constructive thought patterns include self-talk



and mental imagery. Self-talk cccurs in any situation in which
a person talks to himself or herself about his or her own
thoughts or actions. Mental imagery involves mentally practic-
ing a task and imagining successfully performing it before-
kand. People with higher levels of conscientiousness,

key terms

extroversion, and a positive self-concept are more likely to ap-
ply self-leadership stratepies: It also increases in workplaces
that support empowerment and have high trust between em-

ployees and management.
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critical thinking questions

1. Asa consultant, you have been asked to secommend either a
gainsharing plan or 2 profit-sharing plan for employees whe
work in the four regional distribution and warehousing fa-
cilitics of a larpe retail organization. Which reward system
would you recommend? Explain your answer.

2. Which of the performance reward practices—individual,
team, ar organizational—would work better in improving
organizational poals? Please comment with reference to an
organization of your choice.

3. Waco Tire Corporation redesigned its production facilities
around a team-based system. However, the company
president believes that employees will not be motivaced
unless they receive incentives based on their individual
performance. Give three reasons why Waco Tire should
introduce team-based rather than individual rewards in
this setting.

CASE STUDY: YAKKATECH, INC.

4. What can organizations do to increase the effectivenes of
financial rewards?

5. Most of us have watched pizras being made while waiting in
a pirzeria. What level of job specialization do you usually
notice in these operations? Why does this high or low level
of specialization exist? If some pizzerias have different levels
of specialization than others, identify the contingencies that
might explain these differences.

6. Can a manager or supervisor "empower” an employee?
Driscuss fully.

7. Describe a time when you practiced selfleadesship to pes-
form a task successfully. With reference w0 cach step in the
selfleadership process, describe what you did to achieve this
SUCOESS,

8. Can self-leadership replace formal leadership in an organiza-
tional setting?

Steven L. McShane, The University of Western Australia

YakkaTech Corp. is an information technology services firm
employing 1,500 people throughout Washington and Ore-
pon. YakkaTech has a consulting division, which mainly in-
stalls and upgrades enterprise software systems and related
hardware on the clients site. YakkaTech also has a customer
service division that consists of four customer contact centers
serving clients within each region.

Each customer service center consists of a half-doren de-
partments representing functional specializations [computer
systems, intranet infrastructure, storage systems, enterprise

software systems, customer billing, ctc.). These centers typi-
cally have more than two dozen employees in cach depart-
ment. When a client submits a problem to the center using
the online form., the message or call is directed to the depart-
ment where the issue best applies. The query is given a
“ticket” number and assigned to the next available employec
in that department. Individual employees are solely responsi-
ble for the tickets zssigned to them. The employee investi-
pates and corrects the issue, and the ticket is “closed™ when
the client agrees that the problem has been resolved.

181



