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Preface

Organisational Behaviour (OB) is defined as the systematic study and
application of knowledge about how individuals and groups act within the
organisations where they work. This book is all about people, especially people at
work, making their workplaces more effective and exciting, fun, and productive
place to be, or they can make it a routine, boring, and ineffective place where
everyone dreads to go.

It gives us pleasure to present the first edition of the book “Organizational
Behaviour”. The book is designed for the First Year students of the Banking &
Insurance, spread in four units with practical examples and case studies for
reference.

We have covered all the topics under the syllabus giving practical insight
into the subject We sincerely thank the teachers and students to give us your
valuable feedback.

We thank our publisher M/s Himalaya Publishing House Pvt. Ltd. for giving
us the opportunity of writing this book. We would like to thank Mr. S.K.
Srivastava of Himalaya Publishing House Pvt. Ltd. for his constantly supporting
and encouraging us.

Finally, we would like to thank our family for their constant support and
patience shown during the completion of the book.

Authors
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Chapter Introduction to
Organisational

Behaviour

INTRODUCTION TO ORGANISATIONAL BEHAVIOUR

To begin our study of organisational behaviour, we could just say that it is the study of behaviour
in organisations and the study of the behaviour of organisations, but such a definition reveals nothing
about what this study involves or examines. To reach a more useful and meaningful definition, let’s
first look at what an organisation is. An organisation is a collection of people who work together and
coordinate their actions to achieve a wide variety of goals. The goals are what individuals are trying to
accomplish by being members of an organisation (earning a lot of money, helping promote a worthy
cause, achieving certain levels of personal power and prestige, enjoying a satisfying work experience,
etc.). The goals are also what the organisation as a whole is trying to accomplish (providing innovative
goods and services that customers want; getting candidates elected; raising money for medical
research; making a profit to reward stockholders, managers, and employees; being socially responsible
and protecting the natural environment; etc.).

Organisational Behaviour studies encompass the study of organisations from multiple viewpoints,
methods and levels of analysis.

“Organisational behaviour is a subset of management activities concerned with understanding,
predicting and influencing individual behaviour in organisational setting.”

—Callahan, Fleenor and Kudson
“Organisational behaviour is a branch of the Social Sciences that seeks to build theories that can

be applied” to predicting, understanding and controlling behaviour in work organisations.”
—Raman J. Aldag

“Organisational behaviour is the study and application of knowledge about how people act within
an organisation. It is a human tool for human benefit. It applies broadly to the behaviour of people in
all types of organisation.”

—Newstrom and Davis
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“Organisational behaviour is directly concerned with the understanding, production and control
of human behaviour in organisations.”

—Fred Luthans
“Organisational behaviour is a field of study that investigates the impact that individuals, groups

and structure have on behaviour within the organisations for the purpose of applying such knowledge
toward improving an organisation’s effectiveness.”

—Stephens P. Robbins

CHARACTERISTICS OF ORGANISATIONAL BEHAVIOUR

The Following Features of Organisational Behaviour Emerge:
1. Behavioural Approach to Management: Organisational behaviour is that part of whole

management which represents the behavioural approach to management. Organisational behaviour has
emerged as a distinct field of study because of the importance of human behaviour in organisations.

2. Cause and Effect Relationship: Human behaviour is generally taken in terms of cause and
effect relationship and not in philosophical terms. It helps in predicting the behaviour of individuals. It
provides generalisations that managers can use to anticipate the effect of certain activities on human
behaviour.

3. Organisational Behaviour is a Branch of Social Sciences: Organisational behaviour is
heavily influenced by several other social sciences viz. psychology, sociology and anthropology. It
draws a rich array of research from these disciplines.

4. Three Levels of Analysis: Organisational behaviour encompasses the study of three levels of
analysis namely individual behaviour, inter-individual behaviour and the behaviour of organisations
themselves. The field of organisational behaviour embraces all these levels as being complementary to
each other.

5. A Science as well as an Art: Organisational behaviour is a science as well as an art. The
systematic knowledge about human behaviour is a science and the application of behavioural
knowledge and skills is an art. Organisational behaviour is not an exact science because it cannot
exactly predict the behaviour of people in organisations. At best a manager can generalise to a limited
extent and in many cases, he has to act on the basis of partial information.

6. A Body of Theory, Research and Application: Organisational behaviour consists of a body of
theory, research and application which helps in understanding the human behaviour in organisation.
All these techniques help the managers to solve human problems in organisations.

7. Beneficial to Both Organisation and Individuals: Organisational behaviour creates an
atmosphere whereby both organisation and individuals are benefitted by each other. A reasonable
climate is created so that employees may get much needed satisfaction and the organisation may attain
its objectives.

8. Rational Thinking: Organisational behaviour provides a rational thinking about people and
their behaviour. The major objective of organisational behaviour is to explain and predict human
behaviour in organisations, so that result yielding situations can be created.
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NATURE OF ORGANISATIONAL BEHAVIOUR

Organisational behaviour in the study of human behaviour in the organisations. Whenever an
individual joins an organisation he brings with him unique set of personal characteristics, experiences
from other organisations and a personal background. At the first stage organisational behaviour must
look at the unique perspective that each individual brings to the work setting.

The second stage of organisational behaviour is to study the dynamics of how the incoming
individuals interact with the broader organisation. No individual can work in isolation. He comes into
contact with other individuals and the organisation in a variety of ways. The individual who joins a
new organisation has to come into contact with the co-workers, managers, formal policies and
procedures of the organisation etc.

Over the time, he is affected by his work experience and the organisation as well as his personal
experiences and maturity. On the other hand, the organisation is also affected by the presence or
absence of the individual. Thus, it is essential that OB must study the ways in which the individuals
and organisation interact with each other.

The organisational behaviour must be studied from the perspective of the organisation itself
because an organisation exists before a particular individual joins in and continues to exist after he or
she has left the organisation. Thus, OB is the study of human behaviour in the organisation, the
individual-organisation interaction and the organisation itself. And these factors are influenced by the
external environment in which the individuals and the organisation exist.

Thus, we can say that we cannot study individual behaviour completely without learning
something about the organisation. On the other hand, we cannot study the organisations without
studying the behaviour of the individuals working in it. This is because the organisation influences and
is influenced by the people working in it. Moreover, both the individuals and the organisation are
influenced by the external environment. Thus, the field of organisational behaviour is a complex field.
It seeks to throw light on the entire canvas of human factor in the organisations which will include the
causes and effects of such behaviour.

Organisational Behaviour is a recent origin and developing as a separate field of study. It has
properly progressed in the latter half of the twentieth century. Its present nature may be discussed as
under.

1. A Separate Field of Study: Organisational Behaviour is a separate field of study. Many
researches and analysis have been done in this field. But it is still not accepted as a science. There is
no foundation of basic concepts that may guide its development as a science. Therefore, it will be
appropriate to call it a field of study rather than a discipline.

2. It is an Applied Science: The aim of OB is to solve problems of organisations related to
aspects of human behaviour. Therefore, applied researches are concentrated, in place of fundamental
researches. Though many of the researches may be carried out in laboratories, the behaviour of an
individual cannot be analysed. Therefore, Organisational Behaviour is both science as well as art.

3. Goal Oriented: Since OB is an applied science it is oriented towards organisational goals.
Sometimes there may be conflict of organisational goals with individual goals. In that case, both the
objectives are achieved simultaneously.
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4. Inter-disciplinary Approach: Organisational Behaviour is interdisciplinary in nature. It is
based on behavioural and social sciences that contributes to the subject. It applies from this disciplines
ideas that will improve the relationships between people and organisation.

5. Focus Attention on people: OB focus the attention on people. It is based on the concept that
need and motivation of the people should be given priority. if the people are given proper environment
and working condition, they are creative, independent and capable of achieving organisational
objectives.

6. Normative Science: OB is a normative science. It does not only define the cause and effect
relationship, but also suggests how the results of various researches can be applied to get
organisational results. What is acceptable by society is not define a by positive science, but by
normative science.

From the above discussion it is clear that OB is not a discipline in itself. It draws concepts and
principles from other behavioural sciences, which help in directing human behaviour in the
organisation.

Information technology, globalisation, diversity and ethics serve as important dimensions for
organisational behaviour but the people are the key factor. Technology can be purchased and copied,
but not the people. Interestingly, whereas the technology changes dramatically, sometimes monthly or
even weekly, the human side of enterprise does not and will not change that fast.

FUNDAMENTAL ASPECTS/SCOPE OF ORGANISATIONAL
BEHAVIOUR

What is organisational behaviour?
Organisational Behaviour has included two terms in it. Therefore, these two terms should be

detailed first before diving into the title in question.
O Organisation: It is a group of people who collect to work for a common goal with collective

efforts. Organisation works through two concepts i.e coordination and delegation among its
group members. Delegation is necessary to allocate group members with equal work
according to their capability, and coordination is required to achieve organisational goal with
precision.

O Behaviour: It is a verbal or physical response shown by a person as a consequence of the
impact of his/her surroundings. Individual Behaviour varies in accordance with their mental
reactivity to particular circumstances because of their deeply imbibed morals and value
system.

O Organisational Behaviour: Organisational Behaviour is the observation of individual and/or
group Behaviour in response to the other individuals or group as a whole. It studies
Behaviour of people or group to know their attitude towards particular circumstances.
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There are various aspects/scope of Organisational Behaviour which it has to deal with, to know
the soul of particular Organisation. Below mentioned are some of the fundamental aspects of
Organisational Behaviour:

1. People: This element is the soul of the Organisation because people work to achieve the
target of Organisation and Organisation works to fulfill the needs of individual or group of
individuals. The word ‘people’ can be anyone who is working inside the Organisation, like
employees or any external person like supplier, customer, auditor, or any government
official.

2. Structure: It is the body of the Organisation which is to be taken care of to bring
coordination between different levels of Organisation, because Organisation does not work
aloof and is dependent on people which again works on the concept of division of labor. So,
there is always a hierarchy in the Organisation which, if not properly dealt with, can mess
the system because of nil scrutiny and flow of control.

3. Technology: Organisations work on technologies to help people in efficiently doing their
work. The same technology does not apply to each Organisation, but different Organisations
demand different technologies for their different line of businesses e.g a bank needs
mediating technology, which connects customers and bankers, Manufacturing companies
need long linked technology, because of their assembly line process, and hospitals work on
intensive technology, because of their responsibility to provide specialised services in terms
of doctors and medical equipments.

4. Environment: Organisations are influenced by the environment in which they work, at a
substantial level. Environment is important to Organisations because of the following factors:
O Supply and demand comes from this environment.
O Human resource, competitors, government agencies, unions, and political parties comes

from environment in which Organisation is surviving.
O The Organisations have to follow rules and regulations fostered by this environment.

IMPORTANCE OF ORGANISATIONAL BEHAVIOUR

1. It builds better relationship by achieving people’s, organisational, and social objectives.
2. It covers a wide array of human resource like behaviour, training and development, change

management, leadership, teams etc.
3. It brings coordination which is the essence of management.
4. It improves goodwill of the organisation.
5. It helps to achieve objectives quickly.
6. It makes optimum utilisation of resources.
7. It facilitates motivation.
8. It leads to higher efficiency.
9. It improves relations in the organisation.

10. It is multidisciplinary, in the sense that applies different techniques, methods, and theories to
evaluate the performances.
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LEVELS IN OB

Organisational Level

Group Level

Individual Level

Organisational behaviour is a misnomer. It is not the study of how organisations behave, but
rather the study of individual behaviour in an organisational setting. This includes the study of how
individuals behave alone, as well as how individuals behave in groups.

The purpose of organisational behaviour is to gain a greater understanding of those factors that
influence individual and group dynamics in an organisational setting so that individuals and the groups
and organisations to which they belong may become more efficient and effective. The field also
includes the analysis of organisational factors that may have an influence upon individual and group
behaviour. Much of organisational behaviour research is ultimately aimed at providing human
resource management professionals with the information and tools they need to select, train, and retain
employees in a fashion that yields maximum benefit for the individual employee as well as for the
organisation.

Organisational behaviour is a relatively new, interdisciplinary field of study. Although it draws
most heavily from the psychological and sociological sciences, it also looks to other scientific fields of
study for insights. One of the main reasons for this interdisciplinary approach is because the field of
organisational behaviour involves multiple levels of analysis, which are necessary to understand
behaviour within organisations because people do not act in isolation. That is, workers influence their
environment and are also influenced by their environment.

Individual Level of Analysis
At the individual level of analysis, organisational behaviour involves the study of learning,

perception, creativity, motivation, personality, turnover, task performance, cooperative behaviour,
deviant behaviour, ethics, and cognition. At this level of analysis, organisational behaviour draws
heavily upon psychology, engineering, and medicine.
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Group Level of Analysis
At the group level of analysis, organisational behaviour involves the study of group dynamics,

intra- and intergroup conflict and cohesion, leadership, power, norms, interpersonal communication,
networks, and roles. At this level of analysis, organisational behaviour draws upon the sociological
and socio-psychological sciences.

Organisation Level of Analysis
At the organisation level of analysis, organisational behaviour involves the study of topics such

as organisational culture, organisational structure, cultural diversity, inter-organisational cooperation
and conflict, change, technology, and external environmental forces. At this level of analysis,
organisational behaviour draws upon anthropology and political science.

Other fields of study that are of interest to organisational behaviour are ergonomics, statistics,
and psychometrics.

A number of important trends in the study of organisational behaviour are the focus of research
efforts. First, a variety of research studies have examined topics at the group level of analysis rather
than exclusively at the individual level of analysis. For example, while empowerment has largely been
investigated as an individual-level motivation construct, researchers have begun to study team
empowerment as a means of understanding differences in group performance. Similar research has
focused on elevating the level of analysis for personality characteristics and cooperative behaviour
from the individual level to the group level.

Another research trend is an increasing focus on personality as a factor in individual- and group-
level performance. This stems from the movement toward more organic organisation designs,
increased supervisory span of control, and more autonomous work designs. All of these factors serve
to increase the role that personality plays as a determinant of outcomes such as stress, cooperative or
deviant behaviour, and performance.

Personality traits that are related to flexibility, stress hardiness, and personal initiative are also the
subject of research. Examples of these personality traits include a tendency toward individualism or
collectivism, self-monitoring, openness to experience, and a proactive personality. Forms of behaviour
that are constructive and change-oriented in nature are also studied. These forms of behaviour are
proactive in nature and act to improve situations for the individual, group, or organisation. Examples
of these behaviours include issue selling, taking initiative, constructive change-oriented
communication, innovation, and proactive socialisation.

LIMITATIONS OF ORGANISATIONAL BEHAVIOUR

1. Organisational behaviour cannot abolish conflict and frustration but can only reduce them. It
is a way to improve but not an absolute answer to problems.

2. It is only one of the many systems operating within a large social system.
3. People who lack system understanding may develop a ‘behavioural basis’, which gives them

a narrow view point, i.e., a tunnel vision that emphasises on satisfying employee experiences
while overlooking the broader system of an organisation in relation to all its public.



Organisational Behaviour8

4. The law of diminishing returns also operates in the case of organisational behaviour. It states,
that at some point, increase of a desirable practice, produce declining returns and sometimes,
negative returns. The concept implies that for any situation there is an optimum amount of a
desirable practice. When that point is exceeded, there is a decline in returns. For example,
too much security may lead to less employee initiative and growth. This relationship shows
that organisational effectiveness is achieved not by maximising one human variable, but by
working all system variables together in a balanced way.

MODELS OF ORGANISATION BEHAVIOUR

Organisations differ in the quality of organisational behaviour that they develop. These
differences are substantially caused by different models of organisational behaviour that dominates
management’s thought in each organisation. The model that a manager holds, usually begins with
certain assumptions about people and thereby leads to certain interpretations of organisational events.

The following four models of organisational behaviour are as follows:
A. Autocratic model
B. Custodial model
C. Supportive model
D. Collegial model

A. The Autocratic Model
The basis of this model is power with a managerial orientation of authority. The employees in

turn are oriented towards obedience and dependence on the boss. The employee need that is met is
subsistence. The performance result is minimal.

In case of an autocratic model, the managerial orientation is doctorial. The managers exercise
their commands over employees. The managers give orders and the employees have to obey the orders.
Thus, the employees orientation towards the managers/bosses is obedience. Under autocratic
conditions, employees give higher performance either because of their achievement drive or their
personal liking to the boss or because of some other factor.

Evidences such as the industrial civilisation of the United States and organisational crises do
suggest that the autocratic model produced results. However, its principal weakness is its high human
cost. The combination of emerging knowledge about the needs of the employees and ever changing
societal values and norms suggested managers to adopt alternative and better ways to manage people
at work. This gave genesis to the second type of models or organisational behaviour.

B. The Custodial Model
The basis of this model is, economic resources with a managerial orientation of money. The

employees in turn are oriented towards security and benefits and dependence on the organisation. The
employee need that is met, is security. The performance result is passive cooperation.

While studying the employees, the managers realised and recognised that although the employees
managed under autocratic style do not talk back to their boss, they certainly think back about the
system. Such employees filled with frustration and aggression vent them on their co-workers, families
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and neighbours. This made the managers think how to develop better employee satisfaction and
security. It was realised that this can be done by dispelling employees’ insecurities, frustration and
aggression. This called for introduction of welfare programmes to satisfy security needs of employees.
Provision for an on site day-care centre for quality child care is an example of welfare programme
meant for employees. Welfare programmes lead to employee dependence on the organisation. Stating
more accurately, employees having who are dependent on the organisation may not be able to afford
to quit, even is there are greener pastures around. The welfare programmes for employees started by
the Indira Gandhi National Open University (IGNOU), New Delhi are worth citing in this context,
IGNOU, in the beginning provided its employees facilities like house-lease facility, subsidised
transport facility, day-time child care centre in the campus, etc. These made employees dependent on
IGNOU which, in turn, became custodian of its employees.

The basis of this model is partnership with a managerial orientation of teamwork. The employees
in turn are oriented towards responsible behaviour and self-discipline.

Although the custodian approach brings security and satisfaction, it also suffers from certain
flaws. Employees do not produce anywhere near their capacities. They are also not motivated to
increase their capacities to which they are capable. Though the employees are satisfied, they still do
not feel motivated enough or fulfilled by the work they do. This is in conformity with the research
finding that the happy employees are not necessarily most productive employees. Consequently
managers and researchers started to address yet another question. “Is there better approach/way to
manage people?” The quest for a better way, provided a foundation for evolvement of the supportive
type of model of organisational behaviour.

C. The Supportive Model
The basis of this model is leadership with a managerial orientation of support. The employees in

turn are oriented towards job performance and participation. The employee need that is met is status
and recognition. The performance result is awakened drivesby this model.

The supportive model is founded on leadership, not on money or authority. In fact, it is the
managerial leadership style that provides an atmosphere to help employees grow and accomplish their
tasks successfully. The managers recognise that the workers are not by nature passive and
disinterested to organisational needs, but they are made so by an inappropriate leadership style. The
managers believe that given due and appropriate changes, the workers become ready to share
responsibility, develop a drive to contribute their mite and improve themselves. Thus, under
supportive approach, the management’s orientation is to support the employee’s job performance, for
meeting both organisational and individual goals.

However, the supportive model of organisational behaviour is found more useful and effective in
developed nations and less effective in developing nations like ours, because of more employee
awakenings in the former and less in the latter nations.

D. The Collegial Model
The collegial model is an extension of the supportive model. As the literal meaning of the work

‘college’ means a group of persons having a common purpose, the collegial model relates to a team
work/concept. The basic foundation of the collegial model lies on management’s building a feeling of
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partnership with employee. Under collegial approach, employees feel needed and useful. They
consider managers as joint contributors to organisational success, rather than as bosses.

Its greatest benefit is that the employee becomes self-discipline. Feeling the responsibility,
backed by self-discipline creates a feeling of team work just like what the members of a football team
feel. The research studies report that compared to traditional management model, the more open,
participative, collegial managerial approach produced improved results in situations where it is
appropriate.

Although there are four separate models, almost no organisation operates exclusively on one.
There will usually be a predominate one, with one or more areas overlapping from the other models.

The first model, autocratic, had its roots in the industrial revolution. The managers of this type of
organisation operate out of McGregor’s Theory X. The next three models begin to build on
McGregor’s Theory Y. They have each evolved over a period of time and there is no one “best” model.
The collegial model should not be thought of as the last or best model, but the beginning of a new
model or paradigm.

Now, the sum and substances of these four models of organisational behaviour are summarised in
Table 1.1.

Interpretation of Different Models: Various conclusions may be drawn from the study of
different models as follows:

1. As soon as the understanding of human behaviour develops or social conditions change, the
model is bound to change. No one model is best for all times.

2. Models or organisational behaviour are related to hierarchy of human needs. As society
advances on the need hierarchy, new models are developed to serve the higher order needs
that is paramount at that time.

3. Present tendency towards more democratic models of organisational behaviour will continue
to develop for long run.

4. Different models will remain in use though new model predominates as most appropriate for
general use at any given time as task conditions differ from time to time and organisation to
organisation.

Table 1.1: Four Models of Organisational Behaviour
Autocratic Custodial Supportive Collegial

Basis of Model Power Economic Sources Leadership Partnership
Managerial Orientation Authority Money Support Teamwork
Employee Orientation Obedience Security and

benefits
Job performance Responsible

behaviour
Employee Psychological
Result

Dependence on
boss

Dependence on
organisation

Participation Self-discipline

Employee needs met Subsistence Security Status and
recognition

Self-
actualisation

Performance Result Minimum Passive co-
operation

Awakened
drives

Moderate
enthusiasm
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INTRODUCTION TO MOTIVATION

Abraham Lincoln, until past forty, was a failure in almost all activities he undertook. When asked
about the change he said, ‘My father taught me to work but did not teach me to love my work. I hit that
accidentally, when I was past forty’. This ‘love or will to do’ (called motivation) depends on the
strength of people’s motives. Motives are the expressed needs and could be conscious or subconscious.
They are always directed towards goals.

Motivating people to perform better and thus to achieve organisational objectives has been the
greatest challenge to managers. Why do some people perform better than others? Why does the same
person act differently at different times? These and many other questions related to work performance
have been confronting managers continuously. Motivating people to perform, higher than their normal
physical and mental capacities, and to keep them satisfied is a very complex function of management.

Motivating It is an act of stimulating emotion or desire and promoting it to action. It may be
positive motivation (i.e. Incentive, motivation based on reward) or negative motivation or fear
motivation (based on force). Positive motivation is achieved by the co-operation of employees and
they have a feeling of happiness. Negative motivation is commonly used to achieve desired results.

Meaning of Motivation
Motivation originally comes from the Latin root word movers, which means “to move”. It is

derived from the word ‘motive’. Motive may be defined as an inner state of our mind that activates
and directs our behaviour. It makes us move to act. It is always internal to us and is externalised via
behaviour. Motive is an inner state that energises, activates, or moves and directs or channels
behaviour goals. It is the stimulation of any emotion or desire operating upon one’s will and
promoting or driving it to action.

Motivation is one’s willingness to exert efforts towards the accomplishment of his/her goal. Let
us consider a few important definitions on motivation that will help us understand the meaning of
motivation in a more clear sense.

O According to Fred Luthans (born in June 28, 1939 in Clinton, Management)(a Lowa
Professor), “Motivation is a process that starts with a physiological or psychological
deficiency or need that activates behaviour or a drive that is aimed at a goal or incentive.”

O In the opinion of Stephen P. Robbins, “Motivation is the willingness to exert high levels of
effort towards organisational goals, conditioned by the effort, ability to satisfy some
individual need.”

O Jerry Gray and Frederick Starke defined motivation as “the result of processes, internal or
external to the individual, that arouse enthusiasm and persistence to pursue a certain course
of action.”

Thus, motivation can be defined very simply as the willingness to exert toward the
accomplishment of goal or need. There are certain motives in a worker which induce him to work and
form his behaviour. These motives are invariably known as ‘Needs’ or ‘Wants’.

There is a difference between ‘need’ and ‘incentive’. Need is subjective to the motivating
situation and is internal. The ‘incentive’ is objective to the motivating situation and is external.
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FOLLOWING ARE THE IMPORTANCE OF MOTIVATION IN
AN ORGANISATION

1. Greater Efficiency: Motivation enhances the efficiency of the employees and of the
organisation. When employees are motivated, they can perform with commitment and dedication.

2. Reduction in Absenteeism and Labour Turnover: Motivated employees may not remain
absent or leave the organisation. They develop a sense of belonging towards the organisation and thus
improve their overall performance.

3. Team Spirit: Motivation improves team spirit of employees, and this improves the work
environment and the overall performance of the employee and the organisation.

4. Reduction in Wastages and Breakages: Motivated employees take great care in handling
machines and other resources. This will reduce wastages and breakages, thus resulting in higher
benefits to the organisation.

5. Cordial Relations: Motivation enables cordial and healthy relationship in the organisation.
Motivation helps reduce labour grievances and disputes. It ensures sound relations between the
management and the labour. It improves the overall efficiency of the organisation.

6. Promotion of Innovation: Motivated employees use their initiative to find out innovative
ways in the performance of their operations. Such employees are more creative and help the
organisation to gain the competitive advantage.

7. Optimum use of Resources: Motivation leads to greater employee involvement and lesser
wastages. This leads to optimum utilisation of resources.

8. Corporate Image: Motivated employees are more loyal to the organisation. They work with a
sense of commitment and dedication. This improves the overall performance of the employee, which
enables better results for the company. This results in better relations with all the stakeholders.

CHARACTERISTICS/FEATURES OF MOTIVATION

1. Interaction between the Individual and the Situation: Motivation is not a personal trait but an
interaction between the individual and the situation.

2. Goal-directed Behaviour: Motivation leads to an action that is goal oriented. Motivation leads
to accomplishment of organisational goals and satisfaction of personal needs.

3. Systems Oriented:
Motivation is influenced by two forces:
(a) Internal Forces: These forces are internal to the individual, i.e., their needs, wants and

nature.
(b) External Forces: These forces are external to the individual, which may be organisational

related such as management philosophy, organisational structure, and superior-subordinate
relationship, and also the forces found in the external environment such as culture, customs,
religion and values.
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4. Positive or Negative: Positive motivation or the carrot approach offers positive incentives such
as appreciation, promotion, status and incentives. Negative motivation or stick approach emphasises
penalties, fines and punishments.

5. Dynamic and Complex in Nature: Human behaviour is highly complex, and it becomes
extremely difficult to understand people at work. Motivation is a dynamic and complex process.

THEORIES OF MOTIVATION AND THEIR APPLICATION

At a simple level, it seems obvious that people do things, such as go to work, in order to get stuff
they want and to avoid stuff they don’t want.

Why exactly they want what they do and don’t want what they don’t is still something of a
mystery. It’s a black box then hasn’t been fully penetrated.

Overall, the basic perspective on motivation looks something like this:

Needs Behaviour Satisfaction

In other words, you have certain needs or wants (these terms will be used interchangeably), and
this causes you to do certain things (behaviour), which satisfy those needs (satisfaction), and this can
then change which needs/wants are primary (either intensifying certain ones, or allowing you to move
on to other ones).

A variation on this model, particularly appropriate from an experimenter’s or manager’s point of
view, would be to add a box labeled “reward” between “behaviour” and “satisfaction”. So that
subjects (or employees), who have certain needs do certain things (behaviour), which then get them
rewards set up by the experimenter or manager (such as raises or bonuses), which satisfy the needs,
and so on.

Classifying Needs

People seem to have different wants. This is fortunate, because in markets this creates the a very
desirable situation where, because you value stuff that I have but you don’t, and I value stuff that you
have but I don’t, we can trade in such a way that we are both happier as a result.

But it also means, we need to try to get a handle on the whole variety of needs and who has them,
in order to begin to understand how to design organisations that maximise productivity.

Part of what a theory of motivation tries to do is, explain and predict who has which wants. This
turns out to be exceedingly difficult.

Many theories posit a hierarchy of needs, in which the needs at the bottom are the most urgent
and need to be satisfied before attention can be paid to the others.
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A. Maslow’s Hierarchy of Needs Theory
Abraham Maslow organised five major types of human needs

into a hierarchy, as shown in the below figure. The need hierarchy
illustrates Maslow’s conception of people satisfying their needs in a
specified order, from bottom to top. The needs, in ascending order,
are:

O Physiological needs
O Safety needs
O Love belonging
O Self-Esteem
O Self-actualisation
Physiological Needs: The Physiological needs are the basic

needs for sustaining the human life. These needs include food,
clothing, shelter, rest, water, air, sleep and sexual satisfaction. These

basic human needs (also called as biological needs) lie at the lowest level in the hierarchy of needs as
they have priority over all other needs. These needs cannot be postponed for long time. Unless and
until these basic physiological needs are satisfied to the required extent, other needs do not motivate a
person/employee. A hungry person, for example, is just not in a position to think of anything else
except his hunger or food. According to Maslow, ‘man lives by bread alone,’ when there is no bread.
The management attempts to meet such physiological needs through payment of fair wages.

Morality,
creativity,

Self-actualisation

spontaneity,
problem solving,
lack of prejudice,

acceptance of facts

Self-esteem, confidence,
achievement, respect of others,

respect by others

friendship, family, sexual intimacy

Security of: body, employment, resources, morality,
the family, health, property

breathing, food, water, sex, sleep, homeostasis, excretion

Esteem

Love/belonging

Safety

Physiological

Security/Safety Needs: These are the needs connected with psychological fear of loss of job,
property, natural calamities or hazards, etc. An employee wants and needs protection from such types

Abraham Harold Maslow
(April 1,1908 – June 8,1970)
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of fear. He prefers adequate safety and security in this regard i.e. protection from physical danger,
security of job, pension at old age, insurance coverage for life, etc. The safety needs come after
meeting the physiological needs. Such physiological needs lose their motivational potential when they
are satisfied. As a result, safety needs replaces them. They begin to manifest themselves and dominate
the human behaviour. Safety needs act as motivational forces only if they are unsatisfied.

Social Needs/Love Belonging: An employee is a human being is rightly treated as social animal.
He desires or likes to stay in group. Human being feels that he should belong to one or the other group
and the member of the group should accept him with the love and affection. Every human being
desires to be affiliated to such groups. This is treated as basic social need of an individual. He also
feels that he should be loved by the other persons. He needs friends and interaction with his friends
and superiors of the group such as fellow employees or his superiors. Social needs occupy third
position in the hierarchy of needs.

Esteem Needs: This category of needs include the need to be respected by others, need to be
appreciated by others, need to have the power and finally prestigious position. Once the previous
needs are satisfied, a human being feels to be held in esteem both by himself and also by others. Thus,
esteem needs are two fold in nature. Self-esteem needs include those for self-confidence, self-respect,
competence, etc. The second groups of esteem needs are those related to one’s status, reputation,
recognition and appreciation by others. This is a type of personal ego which needs to be satisfied. The
Organisation can satisfy this need (ego) by giving recognition to the good work of employees in
organisation. Esteem needs do not assume the motivational properties unless the previous needs are
satisfied.

Self-actualisation Needs: This is the highest among the needs in the hierarchy of needs
advocated by Abraham Maslow. Self-actualisation is the desire to become what one is capable of
becoming. It is the ‘growth’ need. A worker must work efficiently if he is to be ultimately happy. Here,
a person feels that he should accomplish something in his life. Humans want to utilise their potentials
to the maximum extent and desires to become what they are capable of becoming. A person desires to
have challenges and achieves something special in his life or in the area of his specialisation. Though
every one is capable of self-actualisation, many do not reach this stage. This need is satisfied fully.

B. Herzberg’s Motivation-Hygiene Theory (Two Factor Theory)
In 1959, Frederick Herzberg, a behavioural scientist proposed a two-factor theory or the

motivator-hygiene theory. According to Herzberg, there are some job factors that result in satisfaction
while there are other job factors that prevent dissatisfaction. According to Herzberg, the opposite of
“Satisfaction” is “No satisfaction” and the opposite of “Dissatisfaction” is “No Dissatisfaction”.

Motivators

Satisfaction No Satisfaction

Hygiene Factors

No Dissatisfaction Dissatisfaction

Fig. 1.1: Herzberg’s View of Satisfaction and Dissatisfaction
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Herzberg classified these job factors into two categories:
(a) Hygiene Factors: Hygiene factors are those job factors which are essential for existence of

motivation at workplace. These do not lead to positive satisfaction for long-term. But if these
factors are absent/if these factors are non-existant at the workplace, then they lead to
dissatisfaction. In other words, hygiene factors are those factors which when
adequate/reasonable in a job, pacify the employees and do not make them dissatisfied. These
factors are extrinsic to work. Hygiene factors are also called dissatisfiers or maintenance
factors as they are required to avoid dissatisfaction. These factors describe the job
environment/scenario. The hygiene factors symbolised the physiological needs which the
individuals wanted and expected to be fulfilled. Hygiene factors include:
O Pay: The pay or salary structure should be appropriate and reasonable. It must be equal

and competitive to those in the same industry in the same domain.
O Company Policies and Administrative Policies: The company policies should not be

too rigid. They should be fair and clear. It should include flexible working hours, dress
code, breaks, vacation, etc.

O Fringe Benefits: The employees should be offered health care plans (mediclaim),
benefits for the family members, employee help programmes, etc.

O Physical Working Conditions: The working conditions should be safe, clean and
hygienic.

O The work equipments should be updated and well-maintained.
O Status: The employees’ status within the organisation should be familiar and retained.
O Interpersonal Relations: The relationship of the employees with his peers, superiors

and subordinates should be appropriate and acceptable. There should be no conflict or
humiliation element present.

O Job Security: The organisation must provide job security to the employees.
(b) Motivational Factors: According to Herzberg, the hygiene factors cannot be regarded as

motivators. The motivational factors yield positive satisfaction. These factors are inherent to
work. These factors motivate the employees for a superior performance. These factors are
called satisfiers. These are factors involved in performing the job. Employees find these
factors intrinsically rewarding. The motivators symbolised the psychological needs that were
perceived as an additional benefit. Motivational factors include:
O Recognition: The employees should be praised and recognised for their

accomplishments by the managers.
O Sense of Achievement: The employees must have a sense of achievement. This

depends on the job. There must be a fruit of some sort in the job.
O Growth and Promotional Opportunities: There must be growth and advancement

opportunities in an organisation to motivate the employees to perform well.
O Responsibility: The employees must hold themselves responsible for the work. The

managers should give them ownership of the work. They should minimise control but
retain accountability.

O Meaningfulness of the Work: The work itself should be meaningful, interesting and
challenging for the employee to perform and to get motivated.
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Limitations of Two-Factor Theory

The two factor theory is not free from limitations:
1. The two-factor theory overlooks situational variables.
2. Herzberg assumed a correlation between satisfaction and productivity. But the research

conducted by Herzberg stressed upon satisfaction and ignored productivity.
3. The theory’s reliability is uncertain. Analysis has to be made by the raters. The raters may

spoil the findings by analysing same responses in different manner.
4. No comprehensive measure of satisfaction was used. An employee may find his job

acceptable despite the fact that he may hate/object part of his job.
5. The two factor theory is not free from bias as it is based on the natural reaction of employees

when they are enquired the sources of satisfaction and dissatisfaction at work. They will
blame dissatisfaction on the external factors such as salary structure, company policies and
peer relationship. Also, the employees will give credit to themselves for the satisfaction
factor at work.

6. The theory ignores blue-collar workers. Despite these limitations, Herzberg’s Two-Factor
theory is acceptable broadly.

Implications for Management

If the motivation-hygiene theory holds, management not only must provide hygiene factors to
avoid employee dissatisfaction, but also must provide factors intrinsic to the work itself in order for
employees to be satisfied with their jobs.

Herzberg argued that job enrichment is required for intrinsic motivation, and that it is a
continuous management process. According to Herzberg:

O The job should have sufficient challenge to utilise the full ability of the employee.
O Employees who demonstrate increasing levels of ability should be given increasing levels of

responsibility.
O If a job cannot be designed to use an employee’s full abilities, then the firm should consider

automating the task or replacing the employee with one who has a lower level of skill. If a
person cannot be fully utilised, then there will be a motivation problem.

Critics of Herzberg’s theory argue that the two-factor result is observed because it is natural for
people to take credit for satisfaction and to blame dissatisfaction on external factors. Furthermore, job
satisfaction does not necessarily imply a high level of motivation or productivity.

Herzberg’s theory has been broadly read and despite its weaknesses its enduring value is that, it
recognises that true motivation comes from within a person and not from the above factors.

C. McGregor Theory X and Theory Y
In his 1960 book, The Human Side of Enterprise, Douglas McGregor proposed two theories by

which to view employee motivation. He avoided descriptive labels and simply called the theories
Theory X and Theory Y. Both of these theories begin with the premise that the management’s role is
to assemble the factors of production, including people, for the economic benefit of the firm. Beyond
this point, the two theories of management diverge.



Organisational Behaviour18

Theory X

Theory X assumes that the average person:
O Dislikes work and attempts to avoid it.
O Has no ambition, wants no responsibility, and would rather follow than lead.
O Is self-centered and therefore does not care about organisational goals.
O Resists change.
O Is gullible and not particularly intelligent.
Essentially, Theory X assumes that people work only for money and security.

Theory X - The Hard Approach and Soft Approach
Under Theory X, management approaches can range from a hard approach to a soft approach.
The hard approach relies on coercion, implicit threats, close supervision, and tight controls,

essentially an environment of command and control. The soft appoach is to be permissive and seek
harmony with the hope that in return employees will cooperate when asked to do so. However, neither
of these extremes is optimal. The hard approach results in hostility, purposely low-output, and hard-
line union demands. The soft approach results in ever-increasing requests for more rewards in
exchange for ever-decreasing work output.

The optimal management approach under Theory X probably would be somewhere between
these extremes. However, McGregor asserts that neither approach is appropriate because the
assumptions of Theory X are not correct.

The Problem with Theory X
Drawing on Maslow’s hierarchy, McGregor argues that a satisfied person no longer needs

motivates. Under Theory X the firm relies on money and benefits to satisfy employees’ lower needs,
and once those needs are satisfied the source of motivation is lost. Theory X management styles in fact
hinder the satisfaction of higher-level needs. Consequently, the only way that employees can attempt
to satisfy their higher level needs in their work is by seeking more compensation, so it is quite
predictable that they will focus on monetary rewards. While money may not be the most effective way
to self-fulfillment, in a Theory X environment it may be the only way. Under Theory X, people use
work to satisfy their lower needs, and seek to satisfy their higher needs in their leisure time. But it is in
satisfying their higher needs that employees can be most productive.

McGregor makes the point that a command and control environment is not effective because it
relies on lower needs as levers of motivation, but in modern society those needs are already satisfied
and thus no longer are motivators. In this situation, one would expect employees to dislike their work,
avoid responsibility, have no interest in organisational goals, resist change, etc., thus making Theory X
a self-fulfilling prophecy. From this reasoning, McGregor proposed an alternative: Theory Y.

Theory Y

The higher-level needs of esteem and self-actualisation are continuing needs in that they are
never completely satisfied. As such, it is these higher-level needs through which employees can best
be motivated.
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Theory Y makes the following General Assumptions
O Work can be as natural as play and rest.
O People will be self-directed to meet their work objectives if they are committed to them.
O People will be committed to their objectives if rewards are in place that address higher needs

such as self-fulfillment.
O Under these conditions, people will seek responsibility.
O Most people can handle responsibility because creativity and ingenuity are common in the

population.
Under these assumptions, there is an opportunity to align personal goals with organisational goals

by using the employee’s own quest for fulfillment as the motivator. McGregor stressed that Theory Y
management does not imply a soft approach.

McGregor recognised that some people may not have reached the level of maturity assumed by
Theory Y and therefore may need tighter controls that can be relaxed as the employee develops.

Theory Y Management Implications
If Theory Y holds, the firm can do many things to harness the motivational energy of its

employees:
O Decentralisation and Delegation: If firms decentralise control and reduce the number of

levels of management, each manager will have more subordinates and consequently will be
forced to delegate some responsibility and decision making to them.

O Job Enlargement: Broadening the scope of an employee’s job adds variety and
opportunities to satisfy ego needs.

O Participative Management: Consulting employees in the decision making process taps their
creative capacity and provides them with some control over their work environment.

O Performance Appraisals: Having the employee set objectives and participate in the process
of evaluating how well they were met.

If properly implemented, such an environment would result in a high level of motivation as
employees work to satisfy their higher level personal needs through their jobs.

D. William Ouchi’s Theory Z of Motivation
William Ouchi developed Theory Z after making a comparative study of Japanese and American

management practices. Theory Z is an integrated model of motivation. Theory Z suggests that large
complex organisations are human systems and their effectiveness depends on the quality of humanism
used. A type Z organisation has three major features—trust, subtlety and intimacy.

Mutual trust between members of an organisation reduces conflict and leads to team work.
Subtlety requires sensitivity towards others and yields higher productivity. Intimacy implies concern,
support and disciplined unselfishness.

The distinguishing features of Theory Z are as follows:
1. Mutual Trust: According of Ouchi, trust, integrity and openness are essential ingredients of

an effective organisation. When trust and openness exist between employees, work groups,
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union and management, conflict is reduced to the minimum and employees cooperate fully
to achieve the organisation’s objectives.

2. Strong Bond between Organisation and Employees: Several methods can be used to
establish a strong bond between the enterprise and its employees. Employees may be granted
lifetime employment which leads to loyalty towards the enterprise. During adverse business
conditions shareholders may forgo dividends to avoid retrenchment of workers. Promotions
may be slowed down.
As against vertical movement of employees greater emphasis should be placed on horizontal
movement which reduces stagnation. A career planning for employees should be done so
that every employee is properly placed. This would result in a more stable and conducive
work environment.

3. Employee Involvement: Theory Z suggests that involvement of employees in related matters
improves their commitment and performance. Involvement implies meaningful participation
of employees in the decision-making process, particularly in matters directly affecting them.
Such participation generates a sense of responsibility and increases enthusiasm in the
implementation of decisions, Top managers serve as facilitators rather than decision-makers.

4. Integrated Organisation: Under Theory Z, focus is on sharing of information and ‘resources
rather than on chart, divisions or any formal structure. An integrated organisation puts
emphasis on job rotation which improves understanding about interdependence of tasks.
Such understanding leads to group spirit.

5. Coordination: The leader’s role should be to coordinate the efforts of human beings. In
order to develop common culture and class feeling in the organisation, the leader must use
the processes of communication, debate and analysis.

6. Informal Control System: Organisational control system should be made informal. For this
purpose emphasis should be on mutual trust and cooperation rather than on superior-
subordinate relationships.

7. Human Resource Development: Managers should develop new skills among employees.
Under Theory Z, potential of every person is recognised and attempts are made to develop
and utilise it through job enlargement, career planning, training, etc.
Thus, Theory Z is a hybird system which incorporates the strengths of American
management (individual freedom, risk taking, quick decision-making, etc.) and Japanese
management (job security, group decision-making, social cohesion, holistic concern for
employees, etc.) systems.
Japanese companies operating in the United State have successfully used Theory Z. After
collaboration between Japanese and Indian companies, some experts have suggested
application of this theory in India, in Maruti Udyog, which has collaboration with Suzuki
motors of Japan an attempt has been made to apply Theory Z.
The workplace has been designed on the Japanese pattern, which involves open offices. The
same uniform has been introduced for all employees irrespective of their designation.
Similarly, there is a common canteen for all. These practices are expected to avoid status
differentials and class feeling among employees and thereby facilitate teamwork in the
company.
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Limitations of Theory Z

Theory Z suffers from the following limitations:
(i) Provision of lifetime employment to employees to develop a strong bond between

organisation and employees may fail to motivate employees with higher level needs. It
merely provides job security and may fail to develop loyalty among employees.
An employee may leave the organisation when better employments are offered to him by
some other enterprise. Moreover, complete security of job may create lethargy among many
employees. Employers also do not like to retain inefficient employees permanently.

(ii) Participation of employees in the decision-making process is very difficult. Managers may
dislike participation as it may hurt their ego and freedom. Employees may be reluctant to
participate due to fear of criticism and lack of motivation. Even if they sit along with
management they may contribute little unless they understand the issues and take initiative.
Involvement of all employees may also slow down the decision-making process.

(iii) Theory Z suggests organisation without any structure. But without structure there may be
chaos in the organisation as nobody will know who is responsible for whom.

(iv) It may not be possible to develop a common culture in the organisation because people differ
in their attitudes, habits, languages, religions, customs, etc.

(v) Theory Z is based on Japanese management practices. These practices have been evolved
from Japan’s unique culture. Therefore, the theory may not be applicable in different
cultures.
Thus, Theory Z does not provide complete solution to motivational problems of all
organisations operating under different types of environment. However, it is not merely a
theory of motivation but a philosophy of managing.

E. Vroom’s Expectancy Theory of Motivation
As an international expert on leadership and decision making, the Expectancy Theory of

Motivation was suggested by Victor H. Vroom. He was named to the original board of officers of the
Yale School of Management when it was founded in 1976. Vroom has focused much of his research
on dealing with motivation and leadership within an organisation. His 1964 book called Work and
Motivation became one of the most influential books on the subject of motivation. He has served as a
consultant to a number of government agencies, as well as more than 100 major corporations
worldwide, including General Electric and American Express. He is currently a professor at the Yale
School of Management at Yale University.

Vroom’s Expectancy Theory addresses motivation and management. The theory suggests that an
individual’s perceived view of an outcome will determine the level of motivation. It assumes that
choices being made maximise pleasure and minimise pain. This is also seen in the Law of Effect, “one
of the principles of reinforcement theory, which states that people engage in behaviours that have
pleasant outcomes and avoid behaviours that have unpleasant outcomes” (Thorndike, 1913). Vroom
suggests that prior belief of the relationship between people’s work and their goal as a simple
correlation is incorrect. Individual factors including skills, knowledge, experience, personality, and
abilities can all have an impact on an employee’s performance.

Vroom theorised that the source of motivation in Expectancy Theory is a “multiplicative function
of valence, instrumentality and expectancy.” (Stecher & Rosse, 2007). He suggested that “people
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consciously chose a particular course of action, based upon perceptions, attitudes, and beliefs as a
consequence of their desires to enhance pleasure and avoid pain” (Vroom, 1964).

Vroom’s Expectancy Theory is based on these Three Components

O Expectancy: Expectancy can be described as the belief that higher or increased effort will
yield better performance. This can be explained by the thinking of “If I work harder, I will
make something better”.
Conditions that enhance expectancy include having the correct resources available, having
the required skill set for the job at hand, and having the necessary support to get the job done
correctly.

O Instrumentality: Instrumentality can be described as the thought that if an individual
performs well, then a valued outcome will come to that individual. Some things that help
instrumentality are; having a clear understanding of the relationship between performance
and the outcomes, having trust and respect for people who make the decisions about who
gets what reward, and seeing transparency in the process of who gets what reward.

O Valence: Valence means “value” and refers to beliefs about outcome desirability (Redmond,
2010). There are individual differences in the level of value associated with any specific
outcome. For instance, a bonus may not increase motivation for an employee who is
motivated by formal recognition or by increased status, such as promotion. Valence can be
thought of as the pressure or importance that a person puts on an expected outcome.

Expectancy Theory of Motivation
Vroom, V.H., & Yago, A. G. (1978). On the validity of the Vroom Yetton model.
Journal of Applied Psychology, 63, 151-162

which should lead to

The Final
Outcome

A level of
performance Valence: how much you

really want the outcome

Instrumentality: how confident
you are that the goal really will

lead to the outcome.

to reach
Work

Required

Expectancy: how confident
you are that if you put in the

effort required you will actually
reach the goal. Low motivation = you don’t think you can do the work that’s required (low expectancy)

+ you don’t think you’ll get the outcome even if you do the required work (low instrumentality)
+ you don’t really want the outcome that much (low valence for the outcome)

High motivation = you’re confident you can do the work that’s required (high expectancy)
+ you’re confident that you’ll get the outcome if you do the work (high instrumentality)
+ you really want the outcome (high valence for the outcome)
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The Psych Files podcast
www.thepsychfiles.com
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Instrumentality ValenceExpectancy

Effort Performance Rewards

× ×

(1) Will my effort
lead to high
performance?

(2) Will performance
lead to
outcomes?

(3) Do I find the
outcomes
desirable?

Vroom concludes that the force of motivation in an employee can be calculated using the formula:
Motivation = Valence*Expectancy*Instrumentality

Vroom also believed that increased effort would lead to increased performance, given the person
has the right tools to get the job done. The expected outcome is dependent, upon whether or not the
person has the right resources to get the job done, has the right skills to do the task at hand, and they
MUST have the support to get the job done. That support may come from the boss or by just being
given the right information or tools to finish the job.

Although many people correlate high performance with high rewards, many times the theory is
limited because rewards are not always directly correlated with performance in many organisations. It
is also related to other parameters such as position, effort, responsibility, education, etc.

It is important to remember that there is a difference between incentives and motivators.
Incentives are non-material objects. They are manipulated by managers and leaders in order to get
employees to do desired tasks. Incentives may work, if the incentive is something the employee
desires, however if the incentive is taken away, the behavior may not sustain. Motivation theories need
to accentuate motivation and not incentives. For this reason, motivation implies that people make
decisions about their own behavior and what motivates them.

The locus of control is different for incentives and motivation. Motivation is intrinsic control
where incentives are extrinsically controlled by people in the organisation (Mathibe, 2011).

hmmm...i really need to
step it up and start coming

in to work a little earlier.

if i come into work
earlier i can get more
work done than Jane,
and that will definatly
look good on my part.

then ill definatly get
that raise.... not to

mention i’ll beat Jane
out of that promotion

shes been after.

Expectancy Theory – By Trishag WWW.TOONDOO.COM

HEHE HEHE
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Vroom’s VIE Expectancy Theory

Effort Performance Outcome

Expectancy--
Belief that if I try hard
I can do better

Instrumentality--
Belief that if I do better,
I get a better reward

Valence--
Value of the outcome to
the person vs
indifference or aversion

Self Concept
Self Efficacy
Locus of Control
O Traits
O Competencies
O values

Environmental Supports
O peer and subordinate support
O quality of materials & equipment
O availability of pertinent information
O previous success at task
Role Specific Identities

Advantages of the Expectancy Theory

O It is based on self-interest individual who want to achieve maximum satisfaction and who
wants to minimise dissatisfaction.

O This theory stresses upon the expectations and perception; what is real and actual is
immaterial.

O It emphasises on rewards or pay-offs.
O It focuses on psychological extravagance, where final objective of the individual is to attain

maximum pleasure and least pain.

Limitations of the Expectancy Theory

O The expectancy theory seems to be idealistic because quite a few individuals perceive high
degree correlation between performance and rewards.

O The application of this theory is limited as reward is not directly correlated with performance
in many organisations. It is related to other parameters also such as position, effort,
responsibility, education, etc.

Implications of the Expectancy Theory

O The managers can correlate the preferred outcomes to the aimed performance levels.

O The managers must ensure that the employees can achieve the aimed performance levels.

O The deserving employees must be rewarded for their exceptional performance.

O The reward system must be fair and just in an organisation.

O Organisations must design interesting, dynamic and challenging jobs.

O The employee’s motivation level should be continually assessed through various techniques
such as questionnaire, personal interviews, etc.



Introduction to Organisational Behaviour 25

F. Alderfer’s ERG Theory
Clayton P. Alderfer’s ERG theory from 1969 condenses Maslow’s five human needs into three

categories: Existence, Relatedness and Growth.
1. Existence Needs: Include all material and physiological desires (e.g., food, water, air,

clothing, safety, physical love and affection). Maslow’s first two levels.
2. Relatedness Needs: Encompass social and external esteem; relationships with significant

others like family, friends, co-workers and employers . This also means to be recognised and
feel secure as part of a group or family. Maslow’s third and fourth levels.

3. Growth Needs: Internal esteem and self actualisation; these impel a person to make creative
or productive effects on himself and the environment (e.g., to progress toward one’s ideal
self). Maslow’s fourth and fifth levels. This includes desires to be creative and productive,
and to complete meaningful tasks.

Relationships between Alderfer’s ERG Theory Concepts

There are three relationships among the different categories in Alderfer’s ERG theory:

1. Satisfaction-progression: Moving up to higher-level needs, based on satisfied needs. With
Maslow, satisfaction-progression plays an important part.

Individuals move up the need hierarchy as a result of satisfying lower order needs. In
Alderfer’s ERG theory, this isn’t necessarily so. The progression upward from relatedness
satisfaction to growth desires, does not presume the satisfaction of a person’s existence
needs.

2. Frustration-regression: If a higher level need remains unfulfilled, a person may regress to
lower level needs that appear easier to satisfy.

Frustration-regression suggests that an already satisfied need can become active when a
higher need cannot be satisfied. Thus, if a person is continually frustrated in his/her attempts
to satisfy growth, relatedness needs can resurface as key motivators.

3. Satisfaction-strengthening: Iteratively strengthening a current level of satisfied needs.

Satisfaction-strengthening indicates that an already satisfied need can maintain satisfaction
or strengthen lower level needs iteratively when it fails to gratify high-level needs.

Differences between ERG Theory and Maslow’s Model

Alderfer’s ERG motivation theory differs from Maslow’s theory in three ways:
1. A lower level need does not have to be gratified (i.e., a person may satisfy a need at hand,

whether or not a previous need has been satisfied);
2. If a relatively more significant need is not gratified, the desire to gratify a lesser need will be

increased (i.e., the frustration in meeting high-order needs might lead a person to regress to a
more concrete need category);

3. Alderfer’s ERG theory allows the order of the needs to differ for different people (e.g., it
accounts for the “starving artist” who may place growth needs above existence ones).
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The ERG Motivation Theory Work Situations

On a work level, this means that managers must recognise his employees’ multiple simultaneous
needs. In Alderfer’s ERG model, focusing exclusively on one need at a time will not motivate your
people. The frustration-regression principle impacts workplace motivation. For example, if growth
opportunities are not provided to employees, they may regress to relatedness needs, and socialise more
with co-workers. If you can recognise these conditions early, steps can be taken to satisfy the
frustrated needs until the employee is able to pursue growth again.

Implications for Financial Incentives in Alderfer’s ERG Model

Financial incentives may satisfy the need for growth, and for recognition by others. As you can
see, in this theory financial incentives can only fulfil human needs indirectly, through their perceived
value and effect on other people. So even though you may provide financial incentives, if your
people’s other needs aren’t being met, according to Alderfer’s ERG theory your workers will not be
motivated.

Even though the priority of these needs differ from person to person, Alberger’s ERG theory
prioritises in terms of the categories’ concreteness. Existence needs are the most concrete, and easiest
to verify. Relatedness needs are less concrete than existence needs, which depend on a relationship
between two or more people. Finally, growth needs are the least concrete in that their specific
objectives depend on the uniqueness of each person.

APPLICATION OF MOTIVATIONAL CONCEPTS

It is very important to apply the various motivational concepts to the organisations so that
organisational effectiveness can be achieved. Various motivation techniques and programmes have
gained varying degrees of acceptance in organisations. Some of applications of motivation and their
linking with motivational theories as depicted by Robbins have been discussed below.

O Management by Objectives
O Employee Recognition Programmes
O Employee Involvement Programmes
O Variable Pay Programmes
O Skill-Based Pay Plans
O Special Issues in Motivation

A. Management by Objectives
Management by Objectives (MBO) was first outlined by Peter Drucker in 1954 in his book ‘The

Practice of Management’. In the 90s, Peter Drucker himself decreased the significance of this
organisation management method, when he said: “It’s just another tool. It is not the great cure for
management inefficiency...Management by Objectives works if you know the objectives, 90% of the
time you don’t.” Management by objectives (MBO) is a systematic and organised approach that
allows management to focus on achievable goals and to attain the best possible results from available
resources. It aims to increase organisational performance by aligning goals and subordinate objectives
throughout the organisation. Ideally, employees get strong input to identify their objectives, time lines



Introduction to Organisational Behaviour 27

for completion, etc. MBO includes ongoing tracking and feedback in the process to reach objectives.
The principle behind Management by Objectives (MBO) is to make sure that everybody within the
organisation has a clear understanding of the aims, or objectives, of that organisation, as well as
awareness of their own roles and responsibilities in achieving those aims.

MBO Principles

Principles of MBO include the following:
O Cascading of organisational goals and objectives
O Specific objectives for each member
O Participative decision making
O Explicit time period
O Performance evaluation and feedback

Linking MBO and Goal-Setting Theory

O Goal Setting Theory exhibits that:
 hard goals result in a higher level of individual performance,
 specific hard goals result in higher levels of performance than no goals or generalised

goals, and
 feedback on one’s performance leads to higher performance.

O MBO directly believes in
 specific goals and feedback.
 MBO would be most effective when the goals are difficult enough to require the person

to do some stretching.

B. Employee recognition/ motivation Programmes for Banking
Sector

Employee Recognition Programmes are the programmes that use multiple sources and recognise
both individual and group accomplishments. A recognition program does not have to be expensive.
The structure of a recognition program is limited only by your imagination. An effective program has
the following components:

O Fairness
O High visibility and consistency

Linking Employee Recognition Programmes and Reinforcement Theory

In accordance with the reinforcement theory, rewarding a behavior with recognition immediately
following that behavior is likely to encourage its repetition.

C. Employee involvement programmes
Employee involvement is creating an environment in which people have an impact on decisions

and actions that affect their jobs. Employee involvement is not the goal nor is it a tool, as practiced in
many organisations. Rather, employee involvement is a management and leadership philosophy about
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how people are most enabled to contribute. It is a participative process that uses the entire capacity of
employees and is designed to encourage increased commitment to the organisation’s success.

Ways of Employee Involvement

O Participative Management: A process where subordinates share a significant degree of
decision-making power with their immediate superiors.

O Representative Participation: Workers participate in organisational decision making
through a small group of representative employees.

O Work Councils: Groups of elected or nominated employees who must be consulted when
management makes decisions involving personnel.

O Board Representatives: A form of representative participation; employees sit on a
company’s board of directors and represent the interests of the firm’s employees.

O Quality Circles: A work group of employees, who meet regularly to discuss their quality
problems, investigate causes, recommend solutions, and take corrective actions.

O Employee Stock Ownership Plans: Company established benefit plans in which employees
acquire stock as part of their benefits.

Linking Employee Involvement Programmes and Motivation Theories

Many motivational theories can be linked with employee involvement programmes. Theory Y of
motivation shows consistency with participative management while in case of hygiene theory;
employee involvement programmes could provide employees with intrinsic motivation by increasing
opportunities for growth, responsibility, and involvement in the work itself. Employee involvement is
attuned with ERG theory and efforts to stimulate the achievement need.

D. Variable-pay programmes
Variable pay programmes are an increasingly popular mode of compensation in today’s business

world. These programmes, which are also sometimes referred to as “pay-for-performance” or “at-risk”
pay plans, provide some or all of a work force’s compensation based on employee performance or on
the performance of a team. Variable pay proponents contend that providing tangible rewards for
superior performance—a true merit system—encourages hard work and efficiency and serves as an
effective deterrent to mediocre or otherwise uninspired work performance. In Variable Pay
programmes a portion of an employee’s pay is based on some individual and/or organisational
measure of performance. Some of the more widely used variable pay programmes are:

O Piece-rate pay plans: Workers are paid a fixed sum for each unit of production completed.
O Profit-sharing plans: programmes that distribute compensation based on some established

formula designed around a company’s profitability.
O Gain sharing plans: An incentive plan where improvements in group productivity determine

the total amount of money that is allocated.

Linking Variable-Pay Plans and Expectancy Theory

O Evidence supports the importance of this linkage, especially for operative employees
working under piece-rate systems.

O Group and organisation wide incentives reinforce and encourage employees to sublimate
personal goals for the best interests of their department or organisation.
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