
MPM721 – Organizational Behaviour Revision Notes 

Organisational behaviour: The systematic study of individual processes (e.g. motivation), groups and social processes 
(e.g. teamwork) and organizational processes (e.g. organisational culture) that contribute to the creation of high-
performing organizations that produce high outcomes (e.g. high profits, productivity, employee & community wellbeing) 
for all stakeholders, including employees, shareholders and the community. 

History of OB:  

OB as a field was developed in Western societies in early 1900s, first known as ‘industrial psychology’. Its 
theories and samples on which these theories were developed reflected Western assumptions and values. 
Increases in international trade, foreign direct investment, capital flows, migration and the spread of technology 
have integrated national economies within the global economic system. 

Hugo Munsterberg, and experimental psychologist from Germany who later joined the staff of Harvard, is 
thought of as the first organisational psychologist. He wrote the first organisational psychology text, Psychology 
and Industrial Efficiency in 1913 and developed early occupational tests and the concept of test validation. 

Walter Dill Scott was a prominent organization psychologist of the early 1900s and studied salespeople and 
marketing. 

Frederick Winston Taylor was an American efficiency engineer who used time-and-motion studies to find ways 
to reduce the time it took for workers to complete particular job tasks. He was the first to look to improving 
organisational efficiency and his work became the foundation of an approach termed ‘scientific management’.  

Until the 1930s industrial psychology comprised two primary streams: engineering psychology and personnel 
psychology. Studies in the 1930s, the ‘Hawthorne studies’ resulted in a third steam. Researcher Elton Mayo set 
out to study the effects of changes in physical work environment on productivity, they found that subtle social 
aspects of the work environment seemed to affect productivity. 

Hawthorne effect (Elton Mayo): The changes in performance or other behaviours that result from people 
knowing that they are the subject of a study. 

These studies led to a fourth stream of organisational psychology, the study of social factors in the work 
environment, including interpersonal relations between workers and their supervisors, worker morale and 
leadership. 

Focus of OB: 

- Individual: 
o Behaviour 
o Motivation 
o Emotions and wellbeing 

- Groups and interpersonal relationships: 
o Group dynamics 
o Teams and group relations 
o Leadership and power 

- Organisational issues and processes 
o Organizational environment 
o Organisational structure and design 
o Organisational culture and effectiveness 
o Organisational development and change 

Current challenges facing organisations: 



- Creating high-performance organizations: Organizations that achieve financial results that are better than those 
of its peer group, adapts well to changes, continuously improves its core capabilities, and treats the employees 
as its main asset. 

- Leveraging Knowledge Management (KM): A system that promotes a collaborative environment for capturing 
and sharing existing knowledge, creates opportunities to generate new knowledge, and provides the tools and 
approaches needed to apply what the organization knows in its efforts to meet its strategic goals. 

- Improving the work environment and employee wellbeing: Wellbeing is an index of life evaluation, emotional 
health, physical health, healthy behaviours, work environment and basic access. 

- Corporate social responsibility (CSR): Societal obligations of business organisations that transcend generating 
satisfactory level of profits for their shareholders. 

- Implementing ethical management practices: Business ethics is the study of moral of ethical choices that can 
arise in the running of a business. 

- Increasing reliance on technology 
- Changing work practices 
- Globalization/ flattening 
- Workplace demographics – the ageing workforce, Gen Y 
- Sustainability 
- Outsourcing and precarious employment 
- Intergenerational change 

Pluralistic Ignorance: a situation in which individual members of a group have a value or belief that differs from 
what they believe the values or beliefs of the rest of the group are. This misconception of others' values causes the 
group members to act in ways that differ from what they believe in. Pluralistic ignorance is a systematic error in our 
estimation of the beliefs of other people. We guess at the group members' beliefs and norms based upon our 
observations, and our guess is wrong. 

Evidence based management: translating principles based on best evidence into organisational practices. OB has strong 
tradition of emphasis on evidence based management research. 

Scientific method: systematic study of observable events and their impact on other events in order to attribute 
cause and effect and draw conclusions based on evidence. This method is used to develop new knowledge in OB. 

Organisational structure and design 

- Organisational structure: formal arrangements in an organization that define the tasks, positions, roles, 
responsibilities, groupings, departments, authority and reporting relationships, and communication channels. 

- Organisational design: process of creating or modifying the hardware (structure and systems) and software 
(vision, mission, goals, values and culture) of an organization. 

- Organisational theory: body of knowledge that deals with the interrelationships among the internal 
components of an organisation as well as those among the external environmental factors and the internal 
components. 

Organisational structure and design has three different schools of thought: 

- Classical: rational justification (& substantiation with personal experiences and controlled studies) of the lines of 
authority and communication in organizations based on functions, positions, roles and responsibilities. 

o Three prominent authors: 
 Scientific management (Taylor): systematic analysis of the elements of work through ‘time-and-

motion study’ in order to identify the most efficient method of work and train and incentivize 
workers accordingly (i.e. piecework pay). 

 General principles of management (Fayol): principles applicable to an organization as a whole 
(not just shop floor as per Taylor). 

 Management identified as a separate function, with separate sub-functions such as 
planning, organizing, commanding, coordinating and controlling. 

 14 general principles to guide design and management of organizations: 



o Division of work, authority, discipline, unity of command (employee takes 
orders from just one superior), unity of direction (tasks with same direction 
under one manager), subordination of individual interest to general interest, 
remuneration (fair pay), centralization (decisions at high or low levels of 
management to be appropriately balanced for different situations), scalar chain 
(lines of authority clearly defined & communication to flow through these lines), 
order (designated places for people and materials which are available at right 
place and time), equity, stability of tenure (avoid frequent movement of 
employees within organization and plan for proper replacements where 
necessary), initiative (management to encourage subordinates to initiate and 
carry out own work), spirit de corps (employees to transcend individual and 
departmental considerations to work together as a team). 

 Ideal bureaucracy (Weber): ideal structure for organizations. 

 Important features of bureaucracy: 
o Specialization and division of labour 
o Hierarchical positions 
o Recruitment based on qualification 
o Performance regulated by abstract rules 
o Impersonal relationships 

o Key strengths & weaknesses of classical approach: 
 Greater efficiencies 
 Slow changing due to rigid structure 
 Difficult to scale 
 Lack of team work 
 Silo based 
 Hierarchical structure may impeded free flow of communication 

- Behavioural: empirical research focusing on culture and behavioural impacts of structure. Proposed as reaction 
against alleged dysfunction of bureaucracy.  

o Human relations movement: rejects notion that performance is influenced only by economic factors 
and focuses on social conditions in organizations. 

o Hawthorne effect: Mayo and colleagues set out to study the effects of changes in physical work 
environment on productivity; they found that subtle social aspects of the work environment seemed to 
affect productivity. They found changes in performance or other behaviours when people knew they 
were the subject of a study. 

o Likert Systems of Management: Likert identified four systems of management through field studies of 
highly productive supervisors and their team members at an American insurance company. 

 Exploitative Authoritative: Responsibility lies in the hands of the people at the upper echelons 
of the hierarchy. The superior has no trust and confidence in subordinates. The decisions are 
imposed on subordinates and they do not feel free at all to discuss things about the job with 
their superior. The teamwork or communication is very little and the motivation is based on 
threats. 

 Benevolent Authoritative: The responsibility lies at the managerial levels but not at the lower 
levels of the organizational hierarchy. The superior has condescending confidence and trust in 
subordinates (master-servant relationship). Here again, the subordinates do not feel free to 
discuss things about the job with their superior. The teamwork or communication is very little 
and motivation is based on a system of rewards. 

 Consultative: Responsibility is spread widely through the organizational hierarchy. The superior 
has substantial but not complete confidence in subordinates. Some amount of discussion about 
job related things takes place between the superior and subordinates. There is a fair amount of 
teamwork, and communication takes place vertically and horizontally. The motivation is based 
on rewards and involvement in the job. 

 


