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Learning Objectives

After reading this chapter, you will be able to:

Define human relations, and determine why its study is important.

Summarize early studies that laid the groundwork for understanding
employee motivation.

Compare and contrast the human-relations theories of Abraham
Maslow and Frederick Herzberg.

Investigate various theories of motivation, including theories X, Y,
and Z; equity theory; and expectancy theory.

Describe some of the strategies that managers use to motivate
employees.

Critique a business’s program for motivating its sales force.

Chapter
Outline

Introduction
Nature of Human Relations
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Motivation
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McGregor’s Theory X and Theory Y
Theory Z
Equity Theory
Expectancy Theory
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Job Design
Importance of Motivational Strategies
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Mars, Incorporated: Where Employees
Love to Work

The 70,000 employees working at Mars Inc. look forward to going to work in the
morning. Mars is the third largest private company in the United States that is
100 percent family owned. The company specializes in six brand areas: choco-
late, pet care, Wrigley, food, drinks, and symbioscience. While the company is
known for products such as Pedigree pet care, M&Ms, and Wrigley gum, it has
also become known for its motivational corporate culture. Mars has consis-
tently made the list of Fortune’s “Best Companies to Work for.”

Mars aims to provide a positive work environment that motivates employees
to strive for excellence and provide exceptional products for consumers every-
where. To do this, Mars has stayed a private company and has no plans to go
public. This keeps the company from having to answer to stockholders regard-
ing every decision and motivates employees to develop and test new ideas.
Employees fondly dub themselves “Martians” and abide by the company’s Five
Principles of Mars embedded on the walls of the company’s offices. These
principles are quality, responsibility, mutuality, efficiency, and freedom.

Employee perks at Mars are various. Employees have access to vending
machines that dispense free candy, the ability to grow within the company, and
the opportunity to receive bonuses from 10 to 100 percent of their salaries.
Employees of the company’s pet care division are encouraged to bring their
dogs to work. Monitors display sales and financial updates of the company,
which motivate employees to strive for success. The company has been known
to employ generations of families within the firm. As a result of its motivational
environment, the company boosts a low 5 percent turnover rate.’
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Introduction

Because employees do the actual work of the business and influence whether the firm
achieves its objectives, most top managers agree that employees are an organization’s
most valuable resource. To achieve organizational objectives, employees must have
the motivation, ability (appropriate knowledge and skills), and tools (proper training
. and equipment) to perform their jobs. Chapter 3 covers topics related to managing
human resources, such as those listed earlier. This chapter focuses on how to motivate
employees.
We examine employees’ needs and motivation, managers’ views of workers, and
several strategies for motivating employees. Managers who understand the needs of
their employees can help them reach higher levels of productivity and thus contribute

s to the achievement of organizational goals.
ABR R AT .
m Nature of Human Relations
ABREF What motivates employees to perform on the job is the focus of human relations, the
human relations study of the behavior of individuals and groups in organizational settings. In business,

the study of the behavior of
individuals and groups in
organizational settings

human relations involves motivating employees to achieve organizational objectives
efficiently and effectively. The field of human relations has become increasingly im-
portant over the years as businesses strive to understand how to boost workplace mo-
rale, maximize employees’ productivity and creativity, and motivate their ever more

) diverse employees to be more effective.

motivation Motivation is an inner drive that directs a person’s behavior toward goals. A goal
an inner drive that directs is the satisfaction of some need, and a need is the difference between a desired state
a person’s behavior toward

and an actual state. Both needs and goals can be motivating. Motivation explains why
people behave as they do; similarly, a lack of motivation explains, at times, why people
avoid doing what they should do. Motivating employees to do the wrong things or for
the wrong reasons can be problematic, however. Encouraging employees to take ex-
cessive risks through high compensation, for example, led to the downfall of AIG and
most major U.S. banks. Also, encouraging employees to lie to customers or to create
false documentation is unethical and could even have
legal ramifications. A person who recognizes or feels
a need is motivated to take action to satisfy the need
and achieve a goal (Figure 1.1). Consider a person
who takes a job as a salesperson. If his or her perfor-
mance is far below other salespeople’s, he or she will
likely recognize a need to increase sales. To satisfy
that need and achieve success, the person may try to
acquire new insights from successful salespeople or
obtain additional training to improye sales skills. In
addition, a sales manager might try different means
to motivate the salesperson to work harder and to im-
prove his or her skills. Human relations is concerned
with the needs of employees, their goals and how they
try to achieve them, and the impact of those needs and
goals on job performance.

Effectively motivating employees helps keep them

goals

Many companies offer onsite day care as a benefit for employees . . 3
wha have children. Company benefits such as these tend to increase e.ngage.d in their work. Engagement 1“‘_’01"35 €mo-
employee satisfaction and motivation. tional involvement and commitment. Being engaged
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Goal-Directed
Behavior

. Need Satisfaction

FIGURE 1.1
The Motivation Process

results in carrying out the expectations and obligations of employment.
Many employees are actively engaged in their jobs, while others are not.
Some employees do the minimum amount of work required to get by,
and some employees are completely disengaged. Motivating employees to
stay engaged is a key responsibility of management. For example, to test
if his onsite production managers were fully engaged in their jobs, former
Van Halen frontman David Lee Roth placed a line in the band’s rider ask-
ing for a bowl of M&Ms with the brown ones removed. It was a means for
the band to test local stage production crews’ attention to detail. Because
their shows were highly technical, David Lee Roth would demand a com-
plete recheck of everything if he found brown M&M:s in the bowl.?

One prominent aspect of human relations is morale—an employee’s
attitude toward his or her job, employer, and colleagues. High morale
contributes to high levels of productivity, high returns to stakeholders,
and employee loyalty. Conversely, low morale may cause high rates of
absenteeism and turnover (when employees quit or are fired and must be
replaced by new employees). Google recognizes the value of happy, com-
mitted employees and strives to engage in practices that will minimize
turnover. Employees have access to onsite medical care, travel and emer-
gency insurance, educational reimbursements, and many more incentives
that keep employees’ morale in good condition.’

Employees are motivated by their perceptions of extrinsic and in-
trinsic rewards. An intrinsic reward is the personal satisfaction and
enjoyment that you feel from attaining a goal. For example, in this class you may
feel personal enjoyment in learning how business works and aspire to have a career
in business or to operate your own business one day. Extrinsic rewards are benefits
and/or recognition that you receive from someone else. In this class, your grade is
extrinsic recognition of your efforts and success in the class. In business, praise and
recognition, pay increases, and bonuses are extrinsic rewards. If you believe that
your job provides an opportunity to contribute to society or the environment, then
that aspect would represent an intrinsic reward. Both intrinsic and extrinsic rewards
contribute to motivation that stimulates employees to do their best in contributing
to business goals.

Even small symbols of recognition, such as an
“Employee of the Month” parking space, can
serve as strong motivators for employees.

+=

morale

an employee’s attitude toward
his or her job, employer, and
colleagues

ATER D
intrinsic rewards

the personal satisfaction
and enjoyment felt after
attaining a goal
SMELR

extrinsic rewards

benefits and/or recognition
received from someone else
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TABLE 1.1 1. Challenge your employees.
How to Retain Good
Employees 2. Provide adequate incentives.

3. Don’t micromanage.
4. Create a work-friendly environment.

5. Provide opportunities for employee growth.

Source: Adapted from Geoff Williams, “Retaining Employees: 5 Things You Need to Know, " The Huffington Post, February 2, 2012.

Respect, involvement, appreciation, adequate compensation, promotions, a pleas-
ant work environment, and a positive organizational culture are all morale boosters.
Table 1.1 lists some ways to retain good employees. Costco Wholesale, the second
- largest retailer in America, knows how to retain happy
DID YOU KNOW? Absenteeism can cost acompany as employees. The company pays an average annual rate
much as 36 percent of payroll.* of $20.89 per hour plus overtime, gives five weeks of
- ~ vacation per year, and matches 401(k) contributions; in
addition, almost 90 percent of employees are covered by company-sponsored health
insurance. The retail industry is peppered with unhappy employees and dwindling
profits, but Costco’s efforts result in happy workers. The company was even able
to give raises when the economic recession hit. In addition, the company has not
experienced any major labor disputes in its more than 30 years of existence.’ Many
companies offer a diverse array of benefits designed to improve the quality of employ-
ees’ lives and increase their morale and satisfaction. Some of the “best companies to
work for” offer onsite day care, concierge services (e.g., dry cleaning, shoe repair,
prescription renewal), domestic partner benefits to same-sex couples, and fully paid
sabbaticals. Table 1.2 offers suggestions as to how leaders can motivate employees on
a daily basis.

TABLE 1.2 o
How to Motivats 1_‘._.‘Interact with amplpyqes in a friendly and open manner.
Employees . Equitably dispense rewards and other incentives.

. Create a culturé of collaboration.

. Provide both positive and negative feedback and constructive criticism.

o

. Make employees feel as if they are partners rather than workers.
. Handle conflicts in an open and professional manner.
. Provide continuous opportunities for improvement and employee growth.

. Encourage creativity in problem solving.

w0 o ~ [=2] o 4= w N

. Recognize employees for jobs well done. ¢ - |

10. Allow employees to make mistakes, as these become learning opportunities.
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Historical Perspectives

on Employee Motivation

Throughout the 20th century, researchers have conducted numerous studies to try to m
identify ways to motivate workers and increase productivity. From these studies have
come theories that have been applied to workers with varying degrees of success. A
brief discussion of two of these theories—the classical theory of motivation and the

Hawthorne studies—provides a background for understanding the present state of
human relations:

MR
Classical Theory of Motivation

The birth of the study of human relations can be traced to time and motion studies
conducted at the turn of the century by Frederick W. Taylor and Frank and Lillian Gil-
breth. Their studies analyzed how workers perform specific work tasks in an effort to
improve the employees’ productivity. These efforts led to the application of scientific
principles to management. o B E R
According to the classical theory of motivation, money is the sole motivator for classical theory
workers. Taylor suggested that workers who were paid more would produce more, —©f motivation
an idea that would benefit both companies and workers. To improve productivity, Fhe:;:ry sx:ggestt;ngtthe:t money
Taylor thought that managers should break down each job into its component tasks l;or:ez)e EEEN
(specialization), determine the best way to perform each task, and specify the output
to be achieved by a worker performing the task. Taylor also believed that incentives
would motivate employees to be more productive. Thus, he suggested that managers
link workers’ pay directly to their output. He developed the piece-rate system, under
which employees were paid a certain amount for each unit they produced; those who
exceeded their quota were paid a higher rate per unit for all the units they produced.
We can still see Taylor’s ideas in practice today in the use of financial incentives
for productivity. Moreover, companies are increasingly striving to relate pay to per-
formance at both the hourly and managerial level. Incentive planners choose an indi-
vidual incentive to motivate and reward their employees. In contrast, team incentives
are used to generate partnership and collaboration to accomplish organizational goals.
Boeing develops sales teams for most of its products, including commercial airplanes.
The team dedicated to each product shares in the sales incentive program.
More and more corporations are tying pay to performance in order to motivate—
even up to the CEO level. The topic of executive pay has become controversial in
recent years, and many corporate boards of directors have taken steps to link ex-
ecutive compensation more closely to corporate performance. Despite these changes, -
many top executives still receive large compensation packages. Larry Ellison, CEO of
Oracle, earns $96.2 million in annual compensation.®
Like most managers of the early 20th century, Taylor believed that satisfactory
pay and job security would motivate employees to work hard. However, later studies
showed that other factors are also important in motivating workers.
ERIXR
The Hawthorne Studies

Elton Mayo and a team of researchers from Harvard University wanted to determine
what physical conditions in the workplace—such as light and noise levels—would
stimulate employees to be most productive. From 1924 to 1932, they studied a group
of workers at the Hawthorne Works Plant of the Western Electric Company and mea-
sured their productivity under various physical conditions.

_



