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Organization Development and
Reinventing the Organization
LEARNING OBJECTIVES
Upon completing this chapter, you will be able to:
1. Define the concept of organization development and recognize the need for change and renewal.
2. Describe organization culture and understand its impact on the behavior of individuals in an organization.
3. Understand the expectations of the psychological contract formed on joining an organization.
4. Describe the five stages of organization development.

PREMEETING

PREPARATION

1. Read this chapter.
2. Read and prepare analysis for Case: TGIF.

CHANGE

IS THE CHALLENGE

FOR ORGANIZATIONS

Change is coming down upon us like an avalanche, and most people are utterly unprepared to cope with it. Tomorrow’s
world will be different from today’s, calling for new organizational approaches. Organizations will need to adapt to chang-

ing market conditions and at the same time cope with the need for a renewing rather than reactive workforce. Every day
managers confront massive and accelerating change. As one writer comments, “Call it whatever you like—reengineering,

restructuring, transformation, flattening, downsizing, rightsizing, a quest for global competitiveness—it’s real, it’s radical
and it’s arriving every day at a company near you.”
Global competition and economic downturns have exposed a glaring weakness in American organizations: the fact
that many of them have become overstaffed, cumbersome, slow, and inefficient. To increase productivity, enhance competitiveness, and contain costs, organizations have changed and continue to change the way they are organized and managed.
Organizations are never completely static and they do not exist in isolation of other entities. They are in continuous interaction with external forces including competitors, customers, governments, stockholders, suppliers, society, and unions.
Their interactions with their environment are illustrated in Figure 1. The conditions facing today’s organizations are different
from those of past decades. Many companies face global as well as domestic competitors. Changing consumer lifestyles and
technological breakthroughs all act on the organization to cause it to change. Government regulation and deregulation are
continually changing, while at the same time, international trade agreements present both new opportunities and obstacles.
Stockholders are demanding more accountability. Suppliers, providing both products and services to organizations, come
more and more from the world economy. The society within which an organization operates influences the modes, values, and

norms that are developed within the organization. The employees and unions have a direct and substantial influence on how
well an organization functions. The CEO of Intel Corporation, Paul Otellini, expressed his frustration with operating in an environment of unknowns in a Wall Street Journal interview. “The problem is that there used to be one set of rules out there—
U.S. antitrust laws were the de facto rules of the world. Now with globalization, we have different sets of rules for different
regions, such as the EU, written around entirely different philosophies. It would sure make things easier if we decided on a
single set of rules once again—whatever they are. Then we’d know how to behave and we could plan better for the future.”
The type and degree of external forces vary from one organization to another, but all organizations face the need
to adapt to these forces. Many of these changes are forced upon the organization, whereas others are generated internally.
Because change is occurring so rapidly, there is a need for new ways to manage it. General Mills is one of a number of
From Chapter | of An Experiential Approach to Organizational Development, 8/e. Donald R. Brown. Copyright © 201! by Pearson Education. Published
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The Organization Environment

companies that has recognized the challenges confronting it. As the economy unraveled during the
first few years of the 2000s, General Mills looked far afield to come up with ways to cut costs.
“We can’t get by doing what we did yesterday,” says retired CEO Stephen Sanger.> Organizations
are changing and will continue to do so in order to survive in this complex environment.
This book has been written to help managers and would-be managers learn about organization
development (OD) and the part it can play in bringing about change in organizations. The purpose is
twofold: (1) to create an awareness of the changing environmental forces confronting the modern
manager and (2) to provide the techniques and skills needed for dealing with change in organizations.
Organizations are using OD techniques to increase their effectiveness and their adaptability to changing conditions. In this chapter, you will learn about this exciting field: What OD is,
why it has emerged, and some basic concepts pertaining to the process of organization change.
The chapter concludes with a model for organizational change describing the stages of the organization development process.

WHAT

IS ORGANIZATION

DEVELOPMENT?

What makes one organization a winner, whereas another fails to make use of the same opportunities? The key to survival and success lies not in rational, quantitative approaches, but rather in
a commitment to irrational, difficult-to-measure things like people, quality, customer service,
and, most important, developing the flexibility to meet changing conditions. Employee involvement and commitment are the true keys to successful change.
Organization development (OD) comprises the long-range efforts and programs aimed at
improving an organization’s ability to survive by changing its problem-solving and renewal
processes. OD involves moving toward an adaptive organization and achieving corporate excellence by integrating the desires of individuals for growth and development with organizational
goals. According to a leading authority on OD, Richard Beckhard, “Organization development is
an effort: (1) planned, (2) organization-wide, (3) managed from the top, (4) to increase organization effectiveness and health, through (5) planned interventions in the organization’s processes
using behavioral science knowledge.”
Organization development efforts are planned, systematic approaches to change. They involve changes to the total organization or to relatively large segments of it. The purpose of OD
efforts is to increase the effectiveness of the system and to develop the potential of all the individ-

ual members. It includes a series of planned behavioral science intervention activities carried out
in collaboration with organization members to help find improved ways of working together toward individual and organizational goals.

Another way of understanding OD is to explain what it 1s not:
¢ OD is not a micro approach to change. Management development, for example, is aimed

at changing individual behavior, whereas OD is focused on the macro goal of developing
an organization-wide improvement in managerial style.
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¢ OD is not any single technique. OD uses many different techniques, such as total quality

management or job enrichment, and none of them by itself represents the OD discipline.
° OD does not include random or ad hoc changes. OD is based on a systematic appraisal
and diagnosis of problems, leading to planned and specific types of change efforts.
¢ OD is not exclusively aimed at raising morale or attitudes. OD is aimed at overall organizational health and effectiveness. Participant satisfaction may be one aspect of the change
effort, but it includes other effectiveness parameters as well.
Organization development is an emerging discipline aimed at improving the effectiveness of the organization and its members by means of a systematic change program. Chester
Barnard and Chris Argyris, among other management theorists, have noted that a truly effective Organization is one in which both the organization and the individual can grow and develop. An organization with such an environment is a “healthy” organization. The goal of
organization development is to make organizations healthier and more effective. These concepts apply to organizations of all types, including schools, churches, military forces, governments, and businesses.
Change is a way of life in today’s organization, but organizations are also faced with
maintaining a stable identity and operations in order to accomplish their primary goals. Conse-

quently, organizations involved in managing change have found that the way they handle it is
critical. There is a need for a systematic approach and for the ability to discriminate between
features that are healthy and effective and those that are not. Erratic, short-term, unplanned, or
haphazard changes may introduce problems that did not exist before or result in side effects that

may be worse than the original problem. Managers should also be aware that stability or equilibrium can contribute to a healthy state. Change inevitably involves the disruption of that
steady state. Change just for the sake of change is not necessarily effective; in fact, it may be
dysfunctional.

The Characteristics of Organization Development
To enlarge upon the definition of OD, let us examine some of the basic characteristics of OD programs (see Table 1).
¢ Change. OD is a planned strategy to bring about organizational change. The change effort

aims at specific objectives and is based on a diagnosis of problem areas.
¢ Collaborative approach. OD typically involves a collaborative approach to change that includes the involvement and participation of the organization members most affected by the
changes.
¢ Performance orientation. OD programs include an emphasis on ways to improve and
enhance performance and quality.

¢ Humanistic orientation. OD relies on a set of humanistic values about people and organizations that aims at making organizations more effective by opening up new opportunities
for increased use of human potential.
¢ Systems approach. OD represents a systems approach concerned with the interrelationship
of divisions, departments, groups, and individuals as interdependent subsystems of the total organization.
¢ Scientific method. OD is based upon scientific approaches to increase organization
effectiveness.

TABLE 1 Major Characteristics of the Field of OD
Characteristics

Focal Areas

1. Change

Change is planned by managers to achieve goals.

2. Collaborative Approach
3. Performance Orientation

Involves collaborative approach and involvement.
§ Emphasis on ways to improve and enhance performance.

4. Humanistic Orientation

Emphasis upon increased opportunity and use of human potential.

5. Systems Approach

Relationship among elements and excellence.

6. Scientific Method

Scientific approaches supplement practical experience.
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In more general terms, organization development is based on the notion that for an organization
to be effective (i.e., accomplish its goal), it must be more than merely efficient; it must adapt to
change.
An OD practitioner is a person in an organization responsible for changing existing patterns to obtain more effective organizational performance. People using organization develop-

ment have come to realize that conventional training techniques are no longer sufficient for
achieving the types of behavioral changes needed to create adaptive organizations. Going to a
company’s management class and listening to someone lecture about the need to change or the

importance of effective organizations may be a good beginning, but speeches will not produce
exceptional organizational performance. New techniques have been developed to provide organ-

ization members with the competence and motivation to alter ineffective patterns of behavior.
There are many OD techniques, and any individual using OD may rely on one or a combination
of approaches. Regardless of the method selected, the objectives are to work from an overall organization perspective, thus increasing the ability of the “‘whole” to respond to a changing environment.

Organizations have objectives, such as making profits, surviving, and growing; but individual members also have desires to achieve, unsatisfied needs to fulfill, and career goals to accom-

plish within the organization. OD, then, is a process for change that can benefit both the
Organization and the individual. In today’s business environment, managers must continuously

monitor change and adapt their systems to survive by staying competitive in a turbulent arena.
Why Organization Development?
Why has such a fast-growing field emerged? Organizations are designed to accomplish some
purpose or function and to continue doing so for as long as possible. Because of this, they are not

necessarily intended to change. But change can affect all types of organizations, from giants like
IBM, GE, and Google to the smallest business. The year 2008 can lay claim to some of the great-

est failures or near-failures of corporations blindsided by fast-developing economic and market
conditions. The lists include some of the titans of American capitalism: American International
Group (AIG), General Motors, Chrysler, and Lehman Brothers. No organization or person can
escape change, and change is everyone’s job. Managers at all levels must be skilled in organization change and renewal techniques.
Typical factors for an organization to initiate a large-scale change program include a very high
level of competition, concem for survivability, and declining performance. Goals for change include

changing the corporate culture, becoming more adaptive, and increasing competitiveness. In today’s
business environment, managers must continuously monitor change and adapt their systems to survive by staying competitive in a turbulent arena. Kodak, for example, is trying to change by focusing

on consumers who use digital cameras instead of film cameras. “If they don’t invest in digital, that’s
the end of Kodak,” according to Frank Romano, professor of digital printing at the Rochester Institute

of Technology.” In the coming decades, changes in the external environment will occur so rapidly
that organizations will need OD techniques just to keep pace with the accelerating rate of innovation.

The Emergence of OD
Organization development is one of the primary means of creating more adaptive organizations.
Warren Bennis, a leading OD pioneer, has identified three factors as underlying the emergence
of OD.

1. The need for new organizational forms. Organizations tend to adopt forms appropriate to
a particular time; the current rate of change requires more adaptive forms.

2. The focus on cultural change. Every organization forms its own culture—a distinctive system of beliefs and values; the only real way to change Is to alter the organizational culture.

3. The increase in social awareness. Because of the changing social climate, tomorrow’s
employee will no longer accept an autocratic style of management; therefore, greater so-

cial awareness is required in the organization.®

THE ONLY CONSTANT

IS CHANGE

Although many organizations have been able to keep pace with the changes in information technology, fewer firms have been able to adapt to changing social and cultural conditions. In a dynamic environment, change is unavoidable. The pace of change has become so rapid that it is
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Change is, in
lifficult to adjust to or compensate for one change before another is necessary.
ssence, a moving target. The technological, social, and economic environment is rapidly changng, and an organization will be able to survive only if it can effectively anticipate and respond to

hese changing demands. The first decade of the twenty-first century has seen change in political,

ot-for-profit, and business institutions that were hardly imaginable in the last decade of the prejous century. As we move into the second decade, there will, undoubtedly, be additional changes

hat will provide both challenges and opportunities for corporations to compete effectively.
Given this increasingly complex environment, it becomes even more critical for managenent to identify and respond to forces of social and technical change. In attempting to manage
yday’s organizations, many executives find that their past failures to give enough attention to the
hanging environment are now creating problems for them. In contrast, 3M Corporation has deeloped an outstanding reputation for innovation. 3M is big but acts small. 3M’s 15 percent rule
llows its people to spend up to 15 percent of the work week on anything as long as it is product
2lated. The most famous example to come out of this is the Post-it note. General Electric (GE),
nother company that cultivates a climate for change, has a Leadership Center, a tool that GE
ses to spread change throughout the company. For more information about GE’s Leadership
‘enter, see OD Application: GE’s Epicenter of Change.

OD Application: GE's Epicenter of Change’
General Electric Company is well known the world over for its
light bulbs, jet engines, refrigerators, locomotive engines, NBC,
wind turbines, and toasters. But one of its most successful and
important accomplishments is their “university” that it operates
the world over. It is headquartered at the John F. Welch Leadership Center at Crotonville, located in Ossining, N.Y. Here, GE
turns out the internal leaders it needs, which was the center's
initial mission when it was founded over 50 years ago.
Through the years and particularly during the tenure of
CEO Jack Welch, now retired, the center evolved to become much
more than a training center for future GE managers. The center is
now the tool to spread change throughout GE. The company’s
Web site says the center “has been at the forefront of real-world
application for cutting-edge thinking in organizational development, leadership, innovation and change.” With the current CEO,
Jeff Immelt, the center is branching out by inviting its customers to
Join with GE employees to discuss and solve big issues.
GE invests about $1 billion world-wide every year on training and education for its people. This has been the case even in
the recessionary years of 2008 and 2009. “We have always believed that building strong leaders is a strategic imperative,” says
CEO Immelt. “When times are easy, leadership can be taken for
granted. When the world is turbulent, you appreciate great people.” An indication of Immelt’s personal commitment to leadership and learning is that he spends approximately 30 percent of
his time on leadership development.
The Leadership Center at Crotonville is the epicenter for
GE learning, but the students are not just top executives. It hosts
around 10,000 employees and customers ranging from entrylevel to the highest-performing executives. For many, it is a
defining career event. The courses, typically running one to three
weeks, cover a broad range of topics including:
e Essential skills courses such as hiring, team building, and
presentations.
e Leadership courses for new managers.
e Executive courses in leadership, innovation, strategy, and
manager development.
e Customer programs including change management and
integration.

The classes have a broad functional and global mix with courses
typically having 50 percent non-U:S. participation. With GE having such a large worldwide presence, there are now leadership
courses that are taught In places that include Shanghai, Munich,
India, Africa, and, Dubai.
A recent program at the Leadership Center was Leadership, Innovation, and Growth (LIG). The program brought together all the senior managers of a business unit for four days
with the expressed purpose of expanding GE’s businesses and
creating new opportunities. GE calls this “filling in the white
Spaces.” Attending each session were several teams from
around the world. This was a new approach at the Leadership
Center as it brought in existing teams at one time to work on a
specific issue. In addition to intensive work sessions, there were
external speakers who frequently came from a university and
internal speakers who were GE managers and had applied the
concepts that the teams were learning. On the last day, all the
teams at the session delivered a 20-minute presentation to
CEO Immelt that covered what the team members had decided
they should do to optimize growth. Once back at their home
office, they had to refine their presentation into a letter to Immelt that was no longer than two pages. From 2006 to 2008,
2,500 people and their 260 teams went through the program
with a follow-up in 2009.
GE discovered over 50 years ago when the CEO at that
time, Ralph Cordiner, established the Leadership Center that
their success depended upon having well-trained and developed
leaders. Though GE has experienced some critical challenges
during recent recessionary times, their success for the future will
in part depend upon how well their employees learned their lessons at the Leadership Center.
Questions

1. How does the Leadership Center serve as a center for
change at GE?
2. Visit GE’s Web site to learn about the Leadership Center's current

programs

at www.ge.com/

and

com/company/culture/leadership_learning.html.

www.ge.
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The Changing Organization of the Twenty-First Century

The fundamental nature of managerial success is changing. The pace of this change is relentless, and increasing past sources of competitive advantage, such as economies of scale and
huge advertising budgets, are no longer as effective in the new competitive landscape. Moreover,
the traditional managerial approach can no longer lead a firm to economic leadership.
Today’s managers need a new mind-set—one that values flexibility, speed, innovation, and
the challenge that evolves from constantly changing conditions. Virtual organizations can spring
up overnight as networks of free agents combine expertise for a new project or product. Management theorists believe that to be successful in the twenty-first century, organizations will require
changes of the kind shown in Figure 2. They suggest that predictability is a thing of the past,
and that the winning organization of today and tomorrow will be based upon quality, innovation,
and flexibility.® Yogi Berra, foreshadowing this sentiment, reportedly once said, “The future ain’t
what it used to be.”
These successful firms will share certain common traits. They will all be:
Faster—more responsive to innovation and change.
¢ Quality conscious—totally committed to quality.
¢ Employee involved—adding value through human resources.
Customer oriented—creating niche markets.
¢ Smaller—made up of more autonomous units.

THE EVOLUTION

OF ORGANIZATION

DEVELOPMENT

It is not within the scope of this book to provide a detailed history of organization development,
but a brief explanation of the evolution of the field may give you a better understanding of its application today. OD has evolved over the past 55 years from its beginnings as the application of

behavioral science knowledge and techniques to solving organizational problems. What has become OD started in the late 1940s at MIT and is deeply rooted in the pioneering work of applied
social scientists like Kurt Lewin. It is also strongly influenced by the work of psychologists like
Carl Rogers and Abraham Maslow. The term “organization development” is widely attributed to
Robert Blake and Jane Mouton (the originators of the Managerial Grid’) and Herbert Shepard (a
leading OD pioneer); but Richard Beckhard!® claims this distinction as well. Regardless of who
first coined the term, it emerged in about 1957 and is generally conceded to have evolved from
two basic sources: the application of laboratory methods by the National Training Laboratories
(NTL) and the survey research methods originated by the Survey Research Center. Both methods
were pioneered by Kurt Lewin around 1946.!!
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NTL Laboratory-Training Methods
In the late 1940s and early 1950s, laboratory-training methods were developed and applied by a
group of behavioral scientists in Bethel, Maine. Douglas McGregor (the originator of Theory X
and Theory Y!?), working with Richard Beckhard, began applying laboratory-training methods
to industry at General Mills in 1956 and at Union Carbide in 1957. At Union Carbide, McGregor
and his colleague John Paul Jones formed the first internal OD group.
About the same time, Herbert Shepard and Robert Blake were initiating a series of applied
behavioral science interventions at Esso (the international trade name for ExxonMobile), mainly
using laboratory-training techniques to improve work team processes. These early training
sessions provided the basis for what Blake and Mouton later developed as an instrumented
training system, which they called the Managerial Grid. The success of these programs led to the
dissemination of such efforts to other corporations.

Survey Research and Feedback
Meanwhile, a group at the Survey Research Center at the University of Michigan began to apply
Kurt Lewin’s action research model to organizations. Rensis Likert and Floyd Mann administered an organization-wide survey at Detroit Edison Co. involving the systematic feedback of
data to participating departments. They used what is termed an “interlocking series of conferences,” feeding data back to the top management group and then down to work teams throughout
the organization. Since that time, many organizations have used the survey feedback approach.
In summary, the major sources of current OD practice were the pioneering work at NTL
(laboratory-training techniques) and the Survey Research Center (survey feedback methods).
This brief look at the past is important because OD is a new and still developing field, and in the
future, you may build upon these earlier foundations in pioneering other new OD approaches.

The Extent of OD Applications
From these early beginnings, OD has experienced rapid growth. A growing number of organizations worldwide are applying OD techniques. The OD Network,!? an organization of people
practicing or advocating OD, was started in 1964 and now has more than 3,000 members from all
over the world. The NTL, the American Psychological Association, the American Society for
Training and Development, Outward Bound, and the Academy of Management all have professional divisions related to organization development. The first doctoral program for training OD
specialists, called the Organizational Behavior Group, was started by Shepard in 1960 at what is

now the Organizational Behavior Department at Case Western Reserve University. In addition to
OD programs at small to large organizations in the United States, OD programs abound globally
in both developed and developing economies with democratic and authoritarian governments.'4
Organization development is an exciting and rapidly growing field. OD efforts have grown

into a multitude of different approaches and are now applied in organizations around the world
by a growing number of people practicing OD.'°

WHO

DOES ORGANIZATION

DEVELOPMENT?

The people who do OD, OD practitioners, come primarily from two areas. The first area consists

of OD specialists, who are professionals that have specialized and trained in organization development and related areas, such as organization behavior, applied social sciences, interpersonal

communications, and decision making. These specialists are often referred to as OD practitioners and consultants. They may be members of the organization, internal practitioners, or come

from outside the organization, external practitioners. Historically, OD programs were established in organizations by external practitioners. These practitioners were usually individuals,

perhaps a university professor who had written in the area and had assisted other organizations in
developing OD programs. In some cases, specialists joined together to form a small business offering their consulting expertise. OD external practitioners are still used extensively by organizations, particularly with upper management, to help design and implement OD programs. The OD
program may not use the term “organization development” or “OD,” but nevertheless it is likely to
encompass many of its values and methods. Instead of using external practitioners, an organization
may have its own team of internal practitioners. They are employed by the organization and are an
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ongoing part of it. Some organizations have a group or division solely responsible for implementing OD; in other organizations the OD program may be part of the human resource department. In some cases, the OD program reports directly to the CEO or president.
The second area of people doing OD consists of people in a managerial or leadership
position who apply OD to their work. With growth in the use of OD, the way it is used in organizations has also evolved. It is increasingly common to find people in different parts of
organizations—team leaders, supervisors, and managers at all levels—practicing and applying
OD. They may have picked up OD concepts and ideas in a college course or a leadership program offered by their company. They probably do not call what they are doing OD. As they see
it, organization development is not a noun but an action verb. That is to say, OD is not so much a
program as an activity; it is managing and leading. These OD practitioners include team leaders
who practice planned change, act as coaches to their team, develop effective and efficient teams,
and build leaders. They are also CEOs who build effective management teams by doing many of
the same things that a team or group leader does. As CEOs operate organization-wide, they are
OD practitioners by building learning organizations, implementing total quality management
programs, creating boundaryless organizations, and implementing organization development

programs.
This text will generally use the term “OD practitioner.’ OD practitioners are the people
who use, advocate, and assist others to implement OD. '© Practitioners are the internal and external specialists who are professionally trained in OD and related fields. Also, they are the people

who use and apply OD to their work.
“Change agent” is another term frequently used to describe an OD practitioner. A change
agent is a person attempting to bring about planned change to an organization or system. The organization that is the subject of the change is the client system. Just as an OD practitioner is external or internal to the organization, so too is the change agent.

THE ORGANIZATION

CULTURE

One element of an organization system that a manager needs to understand is the organization
culture.'’ The term “culture” refers to a specific civilization, society, or group and its distin-

guishing characteristics. As B. F. Skinner commented: “A culture is not the behavior of the people ‘living in it’; it is the ‘it’ in which they live—contingencies of social reinforcement,

which

generate and sustain their behavior’’!® One company, Unum Group (formerly Unum Provident),
gave out “Hungry Vulture” awards for top performers. The award carried the motto “Patience my
foot... 'm gonna kill something.’ Unum Group, the largest disability insurer worldwide, has
been investigated by 45 states in regard to how it handles claims. A senior vice president says the
award was never given to workers for denying claims but was given in recognition of good performance. However, plaintiffs’ attorneys and former employees who have seen company files
paint a picture of an aggressive corporate culture.!?
The term “organization culture” refers to a system of shared meanings, including the language, dress, patterns of behavior, value system, feelings, attitudes, interactions, and group
norms of the members. Examine the patterns of behavior on your campus or in your company.
How do people dress? What jargon or unique terms do they use? These are the elements that
make up a culture: the accepted patterns of behavior.”" This provides a set of values and behav-

ioral norms for the organization. For an example of learning the jargon of an organization, see
Figure 3.
Norms are organized and shared ideas regarding what members should do and feel, how

this behavior should be regulated, and what sanctions should be applied when behavior does not
coincide with social expectations. The values and behaviors of every organization are unique.
Some patterns of behavior may be functional and may facilitate the accomplishment of organizational goals. Other patterns of behavior or cultural norms may actually inhibit or restrict their
accomplishment.
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A look at the types of norms that exist in an organization will help in gaining a better understanding of the organization's culture. Norms are generally enforced only for the behaviors
viewed as most important by most group members." Norms essential to accomplishing the organization’s objectives are called pivotal norms, Norms that support and contribute to the pivotal
norms but are not essential to the organization's objectives are called peripheral norms. For example, dres codes that are enforced Monday through Thursday are probably peripheral in light
of Friday's being a casual dress day. Pivotal and peripheral norms constantly contront individuals in an organization, and they must decide whether or not to conform, The pressure to conform
to norms varies, allowing individuals some degree of freedom in responding to these organizational pressures, depending on how they perceive the rewards or punishments. The organization
also has latitude in the degree of conformity it requires of its members.
THE SOCIALIZATION

PROCESS

Even if an organization does an effective job of recruiting, new employees must still adjust to the

organizational culture. Because they are not aware of the culture. new employees are likely to disagree with or question the customs and values that exist. Socialization may be defined as the
process that adapts employees to the organization's culture, Fora new employee, the socialization
process evolves through four stages: entering an organization with initial expectations, encounter-

ing the organization's culture, adjusting to the culture and norms, and receiving feedback. This is
illustrated in Figure 4.2 The socialization of employees at Procter and Gamble Co. (P&G) starts
at an carly age because employees often begin their carvers there and grow up together. The culure is one of being resistant to new ideas and even being insular. P&G is, by many measures, a
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family company and only promotes from within. It is located in a relatively small city, Cincinnati,
where employees live near one another, go to the same social functions, and eat at the same restaurants. Chairman of the Board and retired CEO A. G. Lafley admits, “I am worried that I will ask
the organization to change ahead of its understanding, capability, and commitment.””?

Expectations of New Employees
To function effectively, managers and members must be aware of the organization’s norms. They
must recognize how sharply norms are defined and how strongly they are enforced. Entry into a
new situation often results in some degree of anxiety or stress. The less an individual can relate
the new situation to previous situations, the greater the feelings of anxiety and discomfort. The
more the individual can meet expectations, the less the feelings of anxiety and discomfort.
Some organizations assign current employees to act as mentors to new employees. W. L.
Gore & Associates assigns each person hired by the company a sponsor who acts as a mentor.
Twenty percent of Gore’s associates (employees) are sponsors, and the sponsor is typically the
person who has the most at stake in making the new associate successful. The Gore philosophy
is that if you sponsor someone, you want them to be successful, and therefore, will offer them opportunities, such as sitting in on meetings. If the new associate 1s successful, the team will be successful, and Gore will be successful.”*
Encountering the Organization’s Culture
The organizational culture provides a way for organization members to meet and get along.
Three important aspects of socialization when joining an organization are:
1. Deciding who is a member and who is not.
2. Developing an informal understanding of behavioral norms.
3. Separating friends from enemies.
To work together effectively, individuals need to understand things like power, status, rewards, and sanctions for specific types of behaviors. For instance, what behavior gets one a good
grade, and so on.
While the individual employees are experiencing a new situation, the organization may be
attempting to influence them. If new members come to an organization expecting to find a certain set of norms, they are looking for their expectations to be affirmed. If their expectations reflect the actual norms of the organization, the integration process for both the new members and
the organization is relatively painless.

Adjusting to the Culture and Norms
New members often find that the norms are unclear, confusing, and restrictive. As a result, they
may react in different ways when entering an organization. This is illustrated in Figure 5. At one
extreme, a new member may choose to conform to all the norms of the organization, resulting in
uniformity of behavior and complete acceptance of organizational values. This conformity may
result in stagnation, nonresponsiveness, and a loss of creativeness. At the other extreme, a new
member may choose to rebel, to reject all the values, or to leave the organization altogether.”>

Creative

Rejection of
All Values
and Norms

FIGURE
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Rejection of All Others

Basic Responses to Socialization

Acceptance of
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Starbucks is also confronted with some challenges. Like
most retailers operating in a recession, Starbucks sales and profits
have been negatively affected. This has especially been the situation with Starbucks, which offers a premium product at a prerium price. Competition for the coffee consumer has intensified
with McDonalds’ strategy of opening coffee and beverage stations with Starbucks-style baristas in their restaurants. McDonalds’
premium coffees are priced an average of 60 cents less per drink
than Starbucks’. In response to declining sales, Starbucks has
closed underperforming stores and reduced the number of new
store openings within the U.S. To help solve the problem, Schultz
is focusing on “teigniting” the connection with consumers
through better products and better store design. In a press release
for Starbucks, Shultz says, “Our customers are telling us they want
value and quality and we will deliver that in a way that is both
meaningful to them and authentic to Starbucks.”

Questions

. What do you think Schultz meant when he said that

Starbucks’ objective is “Getting big and staying small?”
If possible, interview a present or former employee of
Starbucks to get his or her impression of the company,
you have visited a Starbucks, did you see any examples
‘of teamwork among its employees?

Research the current lists of Fortune's "100 Best Companies

to Work For” and “America’s Most Admired Companies.”
Information is available at www.money.cnn.convmagazines/
fortune/fortune_archive/,
Research current information about Starbucks’ sales and
revenue. Information and their annual report can be
found at wwwstarbucks.cony,

PSYCHOLOGICAL CONTRACTS.

A psychological contract may be defined as an unwritten agreement between individuals and
the organization of which they are members. It describes certain expectations that the organization has of the individual and the individual's expectationsof the organization.?” Because the two
parties are growing and changing, the contract must be open-ended, so that old issues and new
issues can be renegotiated.
An organization has certain expectations of its members. If it is a business organization, its expectations of member behavior will probably be spelled out very clearly. It undoubtedly expects its
‘members to be on the job during certain hours of the day. It is probably concemed with the quality
and quantity of the work they do, their loyalty, their appearance, and various other things unique to
the organization, For the organization to be satisfied, the individual will need to comply to some degree with its expectations. In other words, the organization has certain requirements, and the individtual must do certain things to meet them if there is to be a lasting and healthy relationship. In many
instances, unfulfilled expectations result in high turnover, absentceism, sabotage. and worker alienation, Research into the effectiveness of psychological contracts has shown that the obligations of
both the employee and the organization are important determinants of organizational commitment.28
Similarly, the individual has certain expectations of the organization. An individual may
expect to gain work experience, security, and advancement. The individual probably expects to
have an opportunity to meet people, make friends, and form social relationships and undoubtedly
expects remuneration from the organization. For the individual to be satisfied and stay, the organization will have to meet the individual's expectations.
When either the organization's or the individual's expectations are not being satisfied ade
quately by the other party,
lriction and difficulties may develop. If these problems cannot be solved,
they may culminate in the individual's leaving the organization, either voluntarily or by the organization’s choice. All too often, the problem is solved by not solving it: it takes too much effort to
each a real solution, so both parties must continue with a tenuous and unharmonious relationship.
Sometimes, the psychological contract between the organization and the individual does
not even address certain key expectations. One or both parties may assume that the other party
agrees to some unstated expectations. The phrase “it is intuitively obvious to the most casual observer” may be the underlying assumption of one or both parties. Unstated or assumed expectations can lead to an organization of individuals who feel cheated or of managers who are
disappointed in their subordinates. To avoid such misunderstandings, both panties—the members
and the represcntatives of the organization—should formulate a psychological contract that can
be continually renegotiated.
A MODEL

FOR ORGANIZATIONAL

DEVELOPMENT

Organization development is a continuing process of long-term organizational improvement consisting of a series of stages, as shown in Figure 6. In an OD program, the emphasis is placed on
4 combination of individual, team, and organizational relationships.
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has become almost inevitable. The most important lesson managers need to learn is that there are
only two kinds of companies—those that are changing, and those that are going out of business.
Continual change is a way of life. A er al challenge for managers who are leading change efforts is 10 inspire individuals to work as a team.
This five-stage model shows how different OD methods and approaches are used to contin-

\ce S0 that the vision can be achieved. It is important to remember that
no model or paradigm is perfect, but it an still provide useful approaches to change.
Asan OD program s abilizes, the need for the practitioner should decrease. If the client
moves to ard independence and evidences a self-renewal capacity, the gradual termination of
the practitioner client system relationship is easily accomplished. If the client system has become overly dependent upon the practitioner. termination of the relationship can be a difficult
and awkward i: 1ue. An important issue in the jplementation of an OD program is whether or
not the practitioner is able to deal effectively with power and political infighting. Hierarchical organizations, whether they are business. governmental, for-profit. or not-for-profit. rely on power.
The indi uals in positions of influence generally constitute the power structure and frequently
are power-moti fated people, Managers compete for promotions, and departments and divisions
have dis igreements over budget allocations. In addition to power issues. polit al infighting is a
uously improve perform

reality (and often a dysfunctional factor) in most organizations. The issue is whether OD practiGiven the nature of
tioners deal with these power and political issues in brin

OD, an OD programis not
a politi cal/power type of intervention. Still. the OD practitioner must
be aware of politics and use a problem-solving approach that is compatible with power-oriented
situations.

Summary

This chapter focused on several major issues. One is that
organizations operate in a dynamic and changing environment and consequently must be adaptive. You have been
introduced to the emerging field of organization development (OD) and the ways it is used to improve organizational
effectiveness
+ Challenge. One of the manager's most difficult tasks is
initiating organization change and renewal. As a manager. you must be sensitive to changes in markets. products, and competition, and be aware of the need for an
adaptive and flexible organization,
+ Organization Development. Organization development is the discipline that applies behavioral science
techniques to management problems. Because the essential task of management is to deal with change, it is
the purpose of this chapter to better prepare managers
for this task.
+ Change is Constant. Change in our dynamic environment is unavoidable, And change is occurring so rapidly
that it is a moving target. An organization will be able to
survive only if it can effectively respond and anticipate
the technological, social, and economic environment
+ Evolution of OD. OD has evolved over the past 55 years
from its beginnings as the application of behavioral
ience knowledge and techniques, It has been strongly
influenced by the works of Kurt Lewin, Abraham
Maslow, Robert Blake, Richard Beckhard, and Douglas
McGregor.
+ OD Specialists. These are professionals who have
specialized and trained in organization development

and related areas, such as organization behavior. applied social sciences, interpersonal communications,
and decision making. If they are members of the organization, they are internal practitioners. If they
come from outside the organization, they are external
practitioners
Culture. Culture is the set of characteristics of a specific
civilization, society, or group. Organizational culture is
the shared language, dress, patterns of behavior, value
system. interactions, and group norms of the members of
an organization.
Socialization. Socialization is the proc: s that adapts
employees to the organization’s culture. Entering a
class for the first time is very similar to the first day on
a new job. You may decide to rebel and reject the classroom norms, you may conform by accepting the classToom norms. or you may respond with creative
individualism.
Psychological Contract. A psychological contract
brings many underlying expectations out into the open,
explains them, and defines the interdependence and
shared responsibility between the individual and the
organization.
OD Model. Organization development involves the
long-term, system-wide application of behavioral science techniques to increase organization effectiveness,
OD works on the idea that organizational change involves improving the way people work together on

teams and the way team activities are integrated with
organizational goals.
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The primary difference between OD and other behavioral science techniques is the emphasis upon viewing the organization as a total system of interacting and interrelated elements.
Organization development is the application of an organization-wide approach to the functional, structural, technical, and personal relationships in organizations. OD programs are
based upon a systematic analysis of problems and a top management actively committed to the
change effort. The purpose of such a program is to increase organizational effectiveness by
the application of OD values and techniques. Many organization development programs use
the action research model. Action research involves collecting information about the organization, feeding it back to the client system, and developing and implementing action programs
to improve system performance. The manager also needs to be aware of the processes that
should be considered when one is attempting to create change. This section presents a fivestage model of the total organization development process. Each stage is dependent on the
preceding one, and successful change is more probable when each of these stages is considered in a logical sequence.

Stage 1: Anticipate a Need for Change
Before a program of change can be implemented, the organization must anticipate the need for

change. The first step is the manager’s perception that the organization is somehow in a state
of disequilibrium or needs improvement. The state of disequilibrium may result from growth

or decline or from competitive, technological, legal, or social changes in the external environment. There must be a felt need, because only felt needs convince individuals to adopt new
ways. Managers must be sensitive to changes in the competitive environment, to “what’s going
on out there.”

Stage 2: Develop the Practitioner-—Client Relationship
After an organization recognizes a need for change and an OD practitioner enters the system, a

relationship begins to develop between the practitioner and the client system. The client is the
person or organization that is being assisted. The development of this relationship is an important determinant of the probable success or failure of an OD program. As with many interpersonal
relationships, the exchange of expectations and obligations (the formation of a psychological
contract) depends to a great degree upon a good first impression or match between the practitioner and the client system. The practitioner attempts to establish a pattern of open communication, a relationship of trust, and an atmosphere of shared responsibility. Issues dealing with
responsibility, rewards, and objectives must be clarified, defined, or worked through at this
point.
The practitioner must decide when to enter the system and what his or her role should be.
For instance, the practitioner may intervene with the sanction and approval of top management
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SUGGESTED QUESTION GUIDE FOR INSTRUCTOR'S INTERVIEW OF STUDENTS
1. What are your objectives for this course?
a, To learn theories?
b. To reach some desired level of knowledge?
©. To learn new skills?
d. To gain new behaviors?
e. To get a good grade?
f. To get required credit hours?
2. How can the instructor best help you to achieve your goals?
a. By giving lectures?

b.
.
d.
¢,
f.

By assigning and discussing readings?
By conducting exams?
By leading seminar discussions?
By relating personal experiences?
By letting you work on your own?

g. By being a stern task master?

h. By being warm and supportive?
3. How can other class members help you achieve your goals?
a. By sharing prior experiences?
b. By participating in group discussions?
¢. By coming to class prepared?
d. By sharing educational background?

e. By doing nothing?
f. By being enthusiastic and supportive?
g. By being critical?

h. By being flattering?
i, By giving honest appraisals?
4, How should class members be evaluated?
a. By quizzes, exams, and tests?
b. By instructor?

c. By peers?

d. By quantity or quality of work?
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Review Questions
1. How would you define “organization development’?

2. How does OD differ from a single-change technique such
as management training?
3. Identify and demonstrate the uses of the psychological

contract.
4. Explain the difference between pivotal and peripheral
norms.

5. Explain three basic responses an individual may have to
socialization.
6. Read a book or an article and identify the organizational

culture and norms it embodies.
7. Identify and explain the five stages of organization development.

Key Words and Concepts
Action Research Model
Change Agent
Client System
Creative Individualism

External Practitioner
Internal Practitioner
Norms

Organization Culture

Organization Development
(OD)

OD Practitioner
OD Specialist

Peripheral Norms
Pivotal Norms

Psychological Contract
Socialization
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OD Skills Simulation 1
Auditioning for the Saturday Night Live Guest Host Spot
Total time suggested: 60 minutes.

A. Purpose
The goal of this exercise is to begin building trust within the class by sharing information about yourself with others and ex-

ploring values and norms. You will gain experience interviewing another person, which is a key skill for an OD practitioner.
B. Procedures

Step 1. Members form into pairs.
Step 2. Each member of the pair interviews the other member to find out who she/he is. The purpose is to gain enough
information to introduce the other person to the class, with an emphasis on behavior. A set of questions is provided as a de-

parture point for your discussion on the Interview Format. See the Interview Format.
Time suggested for Steps I and 2: 20 minutes.
Step 3. The total class is reformed. Each member of the pair introduces the other member. Introduce your partner to the
class with a focus on positive accomplishments, but add some humor and demonstrate your own “guest host” style. Try not to
appear as though you are reading “que cards” but instead introduce your partner in a conversational manner. The class may
ask questions to find more relevant information about the partner you are introducing. This continues around the class until
everyone has been introduced.

Step 4. In a meeting with the entire class, discuss the following questions:
1.
2.
3.
4.

How many potential guest hosts did
In the introduction process, did you
Based on the introductions, can you
What seems to be the type and level

you discover?
learn more about the person being introduced or the person doing the introduction?
foresee the formation of any norms?
of participation of the members?

Time suggested for Steps 3 and 4: 40 minutes.
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INTERVIEW FORMAT
Possible questions and topic:
Name of Person Interviewed

1. Tell me a little bit about yourself.
a.

b.
Cc.

2. How would you describe the strengths you bring to the class?
a.

b.
Cc.

3. What do you consider your past accomplishments or highlights?
a.

b.
Cc.

4. What are your hobbies, interests, and astrological sign?

5. What is your favorite:
Color
Music
Car
Food
TV

Star

Other

6. What are your goals for this class?
a.

b.
Cc.

7. What resources can you contribute?

8. Anything else we've not covered?
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OD Skills Simulation 2
The Psychological Contract”?
Total time suggested: 15 to 115 minutes depending on the parts used.

A. Purpose
The goal of this exercise is to make explicit and share some of the major expectations and obligations between students and
instructor. It provides an opportunity for the instructor to find out what the class expects and for the students to learn what the
instructor expects.
B. Procedures
Part A. Instructor’s Interview of Students

Step 1. The class forms into groups of four or five members.
Step 2. Each group elects one person as representative.

Step 3. Each group prepares its representative for the interview by the instructor. The representative should understand
the group’s position and be prepared to answer the instructor’s questions. (See the Suggested Question Guide for Instructor’s
Interview of Students.)
Time suggested for Steps I to 3: 15 minutes.

Step 4. The representatives meet with the instructor. The instructor interviews them about their expectations while the
rest of the class observes.
Time suggested for Step 4: 20 minutes.
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A less obvious alternative is for new members to accept the pivotal norms and seriously
individualism. This is the ideal bequestion the peripheral norms, which can be termed creative
ization, but it is often difficult fora newcomer to correctly
havior fora healthy and effecti
determine which norms are peripheral and which are pivotal. What may be a pivotal norm in one
department may be a peripheral norm or not a norm at all in another department of the same ofganization, Since norms are changing and dynamic, the organization member must have the
awareness to discern the differences between pivotal and peripheral norms.

Receiving Feedback
Only the more healthy organizations allow their members to challenge their norms. The aim of
OD is to develop an organizational climate that is appropriate to the organization's mission and
members, In a sense, OD involves changing the culture of organizations and work groups so that
a more effective means of interacting, relating, and problem solving will result. OD seeks to develop the organization to the point that it feels comfortable about allowing its members to openly
examine the norms, both pivotal and peripheral, with the ultimate goal of building a more effeclive organization. The reaction of the individual to the norms results in the formation of an unwritten agreement with the organization.
For example, at one organization, employees believe that it is their responsibility to innovate and be creative. They develop new and improved products, processes. and ways to serve
their customers. They believe that tcam discussion, challenging ideas. and taking risks are appropriate behaviors for achieving goals. However, another organization's employees believe that following procedures, reaching numerical outcome targets. doing no more or less than what is
required, and not saying anything that the boss does not want to hear are the appropriate behar
iors. These two organizations have very different types of cultures. In both of these organizalions, each person tends to do the following:
1, Separate more important from les important goals.
2, Develop ways to measure his or her accomplishments.
3, Create explanations for why goals may not always be met.

For an example of how Starbucks Coffee Company uses socialization to integrate new employces into their organization, sce OD Application: Leave No One Behind at Starbucks.
OD Application: Leave No One Behind at Starbucks?>
Howard Schultz's vocabulary, at least in formal interviews, makes
Central to Starbucks is the philosophy “Leave no one behim sound like a college professor of management. The inter- hind.” This philosophy shows up in new employees receiving 24
views are peppered with words like “
hours of in-store training, higher-than-average salaries, and ben“empowerment,” “empathetic,” “vision,” and “partners.”
efit packages. All employees who work more than 20 hours a
Schultz just happens to be one of the founders, chairperson _ week receive stock options and full health care benefits, Schultz
of the board, president, CEO, and chief strategist of Starbucks
says, “The most important thing | ever did was give our employCoffee Company. The firm has more than 176,000 partners who
_ees stock options. That's what sets us apart and gives a higherhandle approximately 50 million transactions every week in quality employee, an employee that cares more.”
nearly 17,000 retail stores in 49 countries, Starbucks has one of
Starbucks consistently shows up on Fortune’s annual lists
the highest frequencies of customer visits than just about any
of "100 Best Companies to Work For" and “America’s Most Adother retailer in the U.S.
mired Companies.” In employee surveys, Starbucks ranks ahead
Besides a good cup of Joe, what is the Starbucks formula
of other companies, Starbucks employees show an 82 percent
for success? Perhaps it is the firm’s vision, Says former U.S. _job-satisfaction rate compared to a 50 percent rate for all emSenator and current Starbucks board member Bill Bradley,
_ployers, It has the lowest employee turnover rate of any restau“Howard is consumed with his vision of Starbucks. That means
rant or fast-food company. Another survey found that the two
showing the good that a corporation can do for its workers,
principal reasons people work for Starbucks are “the opportu
shareholders, and customers.” On Starbucks’ six-point mission
_nity to work with an enthusiastic team” and “to work in a place
statement is "We're called partners, because it’s not just a job, where | feel | have value.” A Starbuck spokesperson says, "We
it’s our passion. Together, we embrace diversity to create a look for people who are adaptable, self-motivated, passionate,
place where each of us can be ourselves. We always treat each
creative team players.” Maintaining this spirit is not easy in a
other with respect and dignity. And we hold each other to that
company with over 170,000 employees. “Getting big and staystandard.”
ing small” is the Starbucks objective, says Schultz.

(continued)
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Part B. Students’ Interview of Instructor

Step
Step
Step
should be

1. The class forms into the same groups.
2. Elect a different representative.
3. Each group discusses the questions it would like its representative to ask the instructor. The representative
sure to understand the group’s questions and concerns. (See the Suggested Question Guide for Students’ Interview

of Instructor.)

Time suggested for Steps 1 to 3: 15 minutes.
Step 4. Ina class meeting, the representatives interview the instructor to clarify the instructor’s expectations of the class.
The representatives and the instructor should write on the blackboard a consensus of course objectives. This will not only
reaffirm and support the objectives listed in the syllabus (by allowing the class to come up with the objectives), but will let the
students and instructor delete or add other objectives that they feel may be important to the OD learning process.
Time suggested for Step 4: 20 minutes.

SUGGESTED QUESTION GUIDE FOR STUDENTS INTERVIEW OF INSTRUCTOR
You may ask the instructor any questions you feel are relevant to effective learning. Some areas you may want to discuss
a re:
1. How do people learn?
2. What is the instructor’s expectations about attendance?
. What is his/her philosophy of evaluation? How are students evaluated?
. What

is the instructor's role in the class?

. What stereotypes about students are held?
. Ils there anything else that you feel is important?

Part C. Identifying and Establishing Norms
Note: Part C is optional and may be omitted or used instead of Parts A, B and D.
Step 1. Meeting as a class, do or discuss the following:
1. Identify the pivotal and peripheral norms that are being established.
2. Which of these norms are functional or dysfunctional to the class?
3. Which of these norms would you like to change?
4. Do you have any additional behaviors you would Itke to see become norms?
5. How much trust is being developed among students, and between students and tmstructor?
Step 2. For the norms you would like to change, make some specific plans for the changes.
Time suggested for Steps 1 and 2. 15 minutes.
Part D. Finalizing the Psychological Contract
Note: Part D is optional and may be omitted or used instead of Parts A, B and C-.
Step /. Individually complete Column I of the Psychological Contract Worksheet
Step 2. In small groups, exchange views, and achieve consensus tn completing Column 2 of the Worksheet. Select& representative to report to the class.
Time suggested for Steps

1 and 2. 15 minutes.

Step 3. The representatives share with the class their group's responses. As a class, and including the instructor, reach
an agreement on a psychological contract for the course. Appoint a class member to serve as a recorder and write the contract
on the board. Also, the recorder is to make a permanent copy where it will be posted in the class meeting room for suture
classes. All class members are to record the results on their Final Psychological Contract.
Time

suggested for Step 3:

15 minutes.
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THE PSYCHOLOGICAL CONTRACT WORKSHEET
Issues
1. What were your expectations
from this course when you
enrolled in it?

2. What do you expect to get out
of this course?

3. What will be the most

enjoyable part of the course?

4. What skills do you feel will be
the most critical to becoming an
effective manager?

S. What skills and topics must
you work on?

Column 1
Individual Responses

Column2
Group Response
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FINAL PSYCHOLOGICAL CONTRACT
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Case Analysis Guidelines
Why Use Cases?
Case studies allow a learning-by-doing approach. The material in the case provides the data for analysis and decision making.
Cases require you to diagnose and make decisions about the situation and to defend those decisions to your peers.

Objectives of the Case Method
1. Helping you to acquire the skills of putting textbook knowledge about management into practice.
2. Getting you out of the habit of being a receiver of facts, concepts, and techniques, and into the habit of diagnosing problems, analyzing and evaluating alternatives, and formulating workable plans of action.

3. Training you to work out answers and solutions for yourself, as opposed to relying upon the authoritative crutch of the
professor or a textbook.
4. Providing you with exposure to a range of firms and managerial situations (which might take a lifetime to experience
personally), thus offering you a basis for comparison when you begin your own management career.

How to Prepare a Case
1. Begin your analysis by reading the case once for familiarity.

2. On the second reading, attempt to gain full command of the facts, organizational goals, objectives, strategies, policies,
symptoms of problems, problems, basic causes of problems, unresolved issues, and roles of key individuals.
3. Who are the key players in this situation? What are their roles and their styles?
4. Arrive at a solid evaluation of the organization, based upon the information in the case. Developing the ability to evaluate
organizations and size up their situations is the key to case analysis.

5. Decide what you think the organization needs to do to improve its performance and to set forth a workable plan of
action.
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CASE: TGIF
It’s 4:30 on a Friday afternoon, and the weekly beer bust is in full swing at Quantum Software’s Denver headquarters. The sun
shines on the volleyball court and beyond; the patio sparkles over a skyline of the Rocky Mountains. Every week, most of the
employees drop in to unwind and relax at the beer bust for an hour as a reward for extra effort.
Quantum Software was founded three years ago by Stan Albright and Erin Barber, based upon an idea they came up
with in college for forming a business aimed at developing and selling computer software specifically oriented to the needs of
independent oil businesses. Few of these firms grow large enough to do their own data-processing systems. Quantum has
grown to more than 200 employees and $95 million in sales over the past three years. One Friday afternoon, Bill Carter, the
corporate attorney, dropped in to attend a business meeting. After the meeting, he was invited to mix in with employees at the
weekly beer bust.
“What a great place to work!” several people told Bill. The spirit of Quantum continually amazed Bill. Stan and Erin
knew how to keep things hopping and yet hold morale at an enthusiastic level. To counter the frantic work pace of 16-hour
days and six-day weeks, Quantum had a beer bust every Friday afternoon. Everyone was invited, from Stan and Erin to the

part-time janitor who worked nights.
No ties, no suit coats, first names only: this was a great way to encourage the team concept. Lately though, Bill Carter
had been having second thoughts about serving alcohol at a company-sponsored party. He made up his mind to speak to CEO
Stan Albright about it and started toward the pool where Stan and Erin were holding a lively discussion with three employees.
Just then, John Hooker, a new programmer in software development, lost his balance and fell on the snack table, sending finger sandwiches flying in all directions and getting a round of applause. “All right, John!” several people called out. More de-

termined than ever, Bill approached Stan and Erin and said, “Don’t you think this party thing is getting a little out of hand? It
used to be a lot of fun, but now maybe we’re growing too fast. We’re getting more people like John there, who just seem to

overdo it.”
‘Take it easy, Bill,’ said Stan. “The atmosphere around here would get stale real fast if we couldn’t blow off a little
steam now and then.”

“Come on, Bill,” Erin added, “lighten up. We need this time to relax and for everyone to socialize over a beer without
the pressure of work.”
“You should know, Bill, how much these parties mean to our success. I really feel that one of the keys to our continued
growth has been the family feeling among our employees. On Fridays at our TGIF get-togethers, we all get to know one another as equals. That gives me the right to kick butts when I have to because they know I like them and want them to succeed.
That’s the real value of these parties.”
“Okay, Stan, so you tell me,” asked Bill, “what’s the value in having someone like John who has had too many beers
driving home and possibly causing a serious accident? Do you realize that Quantum could be held liable in such an instance?”
“Bill,” responded Erin, “you know I’m the one who first thought up the idea of having a Friday bash and I still think it’s

a great idea. I agree with Stan that this company is a success thanks to our employees and the esprit de corps that we’ve developed. If we drop the TGIFs as a time to unwind, what can we replace it with? I can see the point you’re trying to raise. I
agree that something bad could come out of this, but if we can’t take a few risks we may as well close the doors. These parties are great for recruitment and they define our corporate culture. I feel it would be a big mistake to drop the parties.”
“T think you two are missing the point,” answered Bill. “Of course, I realize how important it is to keep our team spirit.

What I’m trying to say is, isn’t there a way to keep that spirit and put some limit to our liability exposure at the same time?”
(Use Case Analysis Form.)?2
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TGIF CASE ANALYSIS FORM
Name:

1. Problems
A.

Macro
1.

B.

Micro
1.
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