I.  JUDGMENT AND DECISION-MAKING

• BF Goodrich/LTV (Kermit Vandivier, John Warren, Searle Lawson, Robert Sink)
• "The Smart Talk Trap"(Jeffrey Pfeffer and Robert Sutton):  People get rewarded for sounding smart rather than successful actions; "knowing-doing gap" (knowing too much and doing too little) e.g., Xerox quality improvements in the 80s; talk as sign of authority, justification to make decisions with limited information; criticism of others and fancy language => smarter appearance

   * How to break out of gap?: 1) leaders who know and do the work, 2) bias for plain language and simple concepts, 3) frame questions on "how" not just why (action-oriented), 4) mechanisms make sure decisions get implemented, 5) experience as teacher

• Escalation of Commitment made worse by: "justified/rationalized" voluntary entrance, competitive element (i.e., public accountability, consistency trap, self-perception), sunk costs – research shows that people allocate more money to failing projects/divisions than successful ones (especially when they are personally responsible for original investment decision)

• LESSONS:  beware of small steps leading to E of S problem, predict potential outcomes, set limits, consider overall cost, focus on future payments vs. sunk costs (cut your losses), consult with rational outsiders, keep an open mind to other options

• Problems with BF Goodrich:  poor-decision making (justification of past action), escalation of commitment, failure to learn from past experience with LTV, biased hypothesis testing, diffusion of responsibility, obedience to authority

• Carter Racing (Jack Brittain and Sim Sitkin): Do you race even with odds stacked against you? (risk-seeking without doing complete analysis (sampling on the dependent), Challenger parallel)

• "Psychological Perspectives on Entrepreneurship..." (Robert Baron): entrepreneurs show overconfidence in judgments (escalation of commitment, emotional) and adapt to social perceptions 

• Confirmation Trap (biased analysis toward confirmation rather than disproof); Framing Effects/"Prospect Theory" (losses => gambles, gains => risk-aversion)

•  Other biases: Availability and Retrievability Biases (events that come to mind seem more common and important), Representative Bias (stereotypes), Anchoring and Adjustment Bias (anchor to potentially irrelevant points)

• LESSONS:  ask right questions, seek critical data (avoid hypothesis confirmation biases, sampling on dependent variable, failure to consider interaction effects, framing and loss aversion biases), avoid social biases (status and power differences, "Groupthink"), recognize and actively avoid biases

• "How We Know What Isn't So: The Fallibility of Human Reason in Everyday Life" (Thomas Gilovich): people base their conclusions on under-representative data (focus on affirmative rather than negating data, don't understand covariances), i.e., success rate of admitted students (would want to look at success rate of non-admitted students), Self-Fulfilling Prophecies: "true" (elicits behavior originally anticipated – e.g., gifted students), "seemingly fulfilled" (hinders behavior of others – e.g., bad little league baseball players playing right field)

• "Judgment Under Uncertainty" (Max Bazerman): Certainty Equivalent (=EV risk-neutral, >EV risk seeking, <EV risk neutral) risk-averse in gains – risk-seeking in losses, decreasing marginal utilities of losses/gains (summing gains/losses), high value of certainty (insurance policy language), Certainty Effect (Tversky and Kahneman): "A reduction of the probability of an outcome has more importance when the outcome was initially certain than when it was merely probable, Pseudocertainty Effect (perceived certainty – i.e., two-stage games with "sure wins" in 2nd stage), "paying premiums" valued more than "sure losses," Acquisition Utility (Thaler): context affects perceived value of commodity, Transactional Utility: context affects perceived value of deal, ownership induces higher valuation of commodities, Intertemporal Choices (Loewenstein): we like to have favorable outcomes now and delay neg. outcomes; the closer the outcomes, the more time discounting occurs

II.  LEARNING IN ORGANIZATIONS

• Decision Traps (Russo and Schoemaker), "Why People Fail to Learn": experience provides data, yet learning requires proper evaluation of data, claiming credit with "illusions of control," yet rationalization (Attribution Bias), be honest about uncertainty and avoid "hindsight clarity"; "Improving Feedback": Missing Feeback (useful feedback is missing, Treatment Effects: Entwined Feedback (confounding self-fulfilling prophecies), Random Noise: Confused Feedback (uncontrollable and unpredictable factors), Poor Use of Existing Information: Ignored Feedback (i.e., ignore feedback about failures), analyze learning, seek feedback otherwise not obtained, learn from process as well as outcomes

• Cognitive Repairs: organizational procedures that correct individuals' biased decision-making, problems in learning process (shallow hypotheses, small biased samples, biased conclusions – overconfidence)

• Tiger Creek Expense Tracking System: provides needed information/feedback, yet motivational problems?

• "Random Cuts" (sampling on dependent var., no disconfirming evidence, shallow hypotheses, esc. of commitment)

• LESSONS:  deep hypotheses are useful (unidentified factors, process learning, effective interventions), organizational "cog. repairs," information sharing and knowledge-based action, deep broad hypotheses

• Annual Agony (WSJ, Timothy Schellhardt): evaluations become rote, not enough time spent on them, employees want to only hear pos. feedback, mgrs. don't feel comfortable giving negative feedback, 360s spark political battles

• "Teaching Smart People How to Learn" (Chris Argyris): not enough inward reflection on performance 
(=> defensive response to feedback), should be more focus on how people think than how they feel, contradictions between espoused theory and "theory-in-use" (remain in unilateral control, maximize winning/minimize losing, suppress negative feelings, be rational) => defensive reasoning that exists in a closed loop => inability to learn (cannot deal with failure), Doom Loop/Doom Zoom (non-perfection and/or no positive feedback => despair)

• Potential problems: ambiguous feedback => seems positive and prevents improvements; overly negative feedback => "doom loop", Common Knowledge Effect (too much time spent on shared knowledge), Illusion of Transparency

• LESSONS:  supervisors should participate in employee development besides evaluation, give constructive feedback (strengths and weaknesses, forward-looking, concrete objectives, controllable things, collaborate to develop action steps), should get employee input prior to evaluation, two-way communication, consistent standards, balanced review; employees should participate proactively, inform supervisor of non-obvious achievements, acknowledge weaknesses and convey interest in improvement, clarify and align expectations for the future

III.  MOTIVATION AND SOCIAL INFLUENCE

• "Reciprocation: The Old Give and Take... and Take," Influence: Science and Practice (Robert Cialdini): Reciprocation obligated to repay what another person has provided us (e.g., Christmas cards, raffle tickets, "gift check", political "logrolling" unwanted gifts – Hare Krishnas, Amway), Reciprocal Concessions (incentives to begin in mutual exchange), Rejection Then Retreat – "Perceptual Contrast" (follow rejected larger request with smaller request – feelings of great commitment to and satisfaction with agreements since it appears requester made a concession)

• "Commitment and Consistency: Hobgoblins of the Mind," Influence: Science and Practice (Robert Cialdini): people have an inherent desire to be consistent with their words, beliefs, and actions; consistency seen as sign of stability and honesty, avoid 
questioning decisions (Click-Whirr phenomenon – keep status quo via commitment), key is to get initial commitment, trials and tribulations (Thonga tribe, fraternity hazing) enhances commitment to organizations, writing enhances commitment (POW camps in China example); obey your stomach (gut discomfort as your being pushed by outside factors) and heart (honest self-reflection on past decision)

• "Groupthink" (Irving Janis): "Groupy" feelings push toward group norms and social acceptance (Concurrence Seeking) at expense of critical thinking, SYMPTOMS (Invulnerability, Rationale, Morality, Stereotypes, Pressure, Self-Censorship, Unanimity, Mindguards): groups share an Illusion of Invulnerability, tend to rationalize away negative feedback, feel a moral purpose of their group, stereotypes continue persist, avoid bringing up dissenting opinions or attack dissenters, PRODUCTS (limited alternatives, re-examine initially supported courses of action, not looking at non-obvious gains/losses, no expert information seeking, focus on affirming facts, no contingency plans); diffusion of responsibility, LEADER CAN PREVENT THESE PROBLEMS

• The Principle of "Social Proof": our opinions are affected by others, conformity has a rational ("informational") and non-rational ("normative") basis, e.g. Asch's experiments on line size

• "Twelve Angry Men": how do rational dissenters influence the group? (appear to be impartial, use reciprocity and commitment norms)

• Procedural Tactics: seek allies before meeting, use breaks strategically, propose decision rules that favor you, proper framing, private voting or public voting depending on where social pressure is trending, seating arrangement)

• "Motivation: A Diagnostic Approach" (Nadler and Lawler): erroneous approaches (all employees/situations are alike, one best way), expectancy theory on org. behavior: Performance-Outcome Expectancy (behaviors lead to outcomes), Valence (perceived value of outcomes), Effort-Performance Expectancy (behavior leads to probability of success); continuous loop of motivation => effort => performance => outcomes; managers should match valued outcomes with desired (attainable) performance with clear expectations 

• "On the folly of rewarding A, while hoping for B" (Steven Kerr): e.g., vague political policies, medical overdiagnosis, research over teaching emphasis, individual over team performance in sports, Vietnam; CAUSES: "objective" criteria, overemphasis on highly visible behavior, hypocrisy, emphasis on morality/equity over efficiency

• "The Self Perception of Motivation" (Barry Staw): external (extrinsic) and internal (intrinsic) motivations; educational and work examples

-High Intrinsic Reward/Low Extrinsic Reward: Perception of intrinsically motivated behavior

-High Extrinsic/Low Intrinsic: Perception of extrinsically motivated behavior

-Low Extrinsic/Low Intrinsic: Insufficient Justification (an unpleasant act for little reward – rationalize the act was not so unpleasant)

-High Extrinsic/High Intrinsic: Overly Sufficient Justification (a pleasant act and receives a large reward they reevaluate the activity in a downward direction.  The external reward was sufficient enough to motivate – rationalize the task was not as interesting as first thought…extrinsically motivation)

• "When Internal Competition Turns Friends into Enemies" (Pfeffer and Sutton): companies should avoid making friends into enemies, focus on external competitors, promote cooperation

• Lincoln Electric (extrinsic rewards-only system sufficient), Glengarry Glen Ross (attaches outcomes to performance?, is performance attainable?, treats all employees the same?, internal competition?)

• "Social Proof," Influence: Science and Practice (Robert Cialdini): Social Proof (value derived from what others think – e.g., canned laughter), "Pluralistic Ignorance" (crowd mentality experiments), "Similarity" (more likely to follow behavior of those like us), "Social Conditions"/the "Werther Effect" (e.g., suicide epidemics)

• "Authority," Influence: Science and Practice (Robert Cialdini): Milgram Experiments, respect for authority serves as time-saving heuristic, e.g. eardrops in R Ear example

• Organizations and Organization Theory, "Role Theory" (Jeffrey Pfeffer): Role Theory (individuals in work organizations occupy positions that carry a set of activities (including interaction with others) that are required or expected as part of the job), can introduce much conflict, Pfeffer and Salancik work-related behavior more influenced by expectations of boss, while social behaviors more influenced by expectations of one’s subordinates

• Milgram Experiment: differences among countries (SA 87.5%, Austria 80%, US 65%, Jordan 63-73%, Spain 50%, Australia 28%), different types of power (experimenter approval REWARD POWER, disapproval COERCIVE POWER, consensual participation LEGITIMATE POWER, respects experimenter REFERENT POWER, expert knowledge of shocks EXPERT POWER, values pursuit of scientific knowledge INFORMATIONAL POWER), proximity effects (victim in same room 40%, touch learner's hand 30%), authority differences (by phone 20%, by tape 0%, no lab coat 20%, experimenter gets shocked 0%), effects of social context

• Role Theory: self-reinforcing (successful playing of role is end in itself, reduces feeling of social anxiety), no rewards/punishment necessary to carry out role, roles transmitted through physical cues (clothing), titles, and interaction, conflict between overlapping roles

• Cialdini Talk and Article: 6 principles (Reciprocation, Commitment/Consistency, Social Validation, Friendship/Liking (e.g., tupperware parties), Authority, Scarcity (e.g., limited time offers)), "Bunglers" vs. "Smugglers" vs. "Sleuths," long-term vs. short-term effects, Triple Tumor Structure of Org. Dishonesty (costs of poor reputation, bad fits between employee and corporate values, costs of surveillance/value enforcement

• Culture Discussion on Euro-Disney and Tokyo Disney: strong organizational culture can lead to ethnocentrism, four key dimensions for understanding cultures (individualism/collectivism, power distance (equality/inequality in group), uncertainty avoidance, achievement orientation (outcome vs. relationship/process orientation)

• LESSONS:  "best practice" may not be transferable to other cultures, national culture always wins out, focus on harmonizing practices and outcomes rather than cultures










