Unit 4, Session 2  

A practical decision




Let's switch gears.  Business executives make decisions almost every minute.  Most of these decisions must be intuitive.  As a manager, you don't have time to create a Bayesian decision tree each time you must make a choice. Even without strong intuitive ability, you can improve your decision making.  The concepts in this chapter of your text are well suited to improve these types of decisions. 

I would like to take a look at one example of decision making from a more practical standpoint:  One of the major decisions that a manager must make is hiring.  Hiring decisions are also some of the hardest to make--the data are soft and unreliable, the "halo effect" is constantly in play, people lie to make themselves look better, etc.  Peter Drucker once told this anecdote (I am paraphrasing): "When I was in management I concluded that my hiring skills were not very good.  About half of the people I hired were good, and the other half were bad.  I decided to take a class in human resources.  It really helped.  After taking the class, instead of getting half good people, I got 50%!" (Laugh now). 

Obviously, Drucker was exaggerating, but if you have been in management, look at your personnel decision record.  Are you any better than Drucker?  If you have not hired before, how many times have you asked, "why did management hire THAT guy???"  The answer is, somebody thought he would make a good employee.  If you don't understand this kind of bad decision, you have never been in the situation where you must make that choice.  Personally, I look back over my 30 years as an administrator and still shudder at some of the people I have hired.  How could I have missed it so badly?  After this class, some of you might be asking the administration of the University of Maryland the same question about their hiring of professors! 

How do you stop yourself from hiring somebody who will end up bringing a gun to work?  It is not easy.  Let's look at some of the standard tools: 

1.  The interview. This is probably the most frequently used instrument for hiring, and the one that is the least effective.  Research shows this, but we don't need the research to tell us something this obvious.  I am not even going to discuss why the interview is so bad at predicting success.  You already know, and if you have ever interviewed, you have almost certainly utilized the "technique."  In advertising, it is called, "puffing."  In the interview, you are not lying, but putting the most positive spin on situations--not unlike the picture of the Wendy's hamburger on the TV commercial.  If they showed you what the hamburger REALLY looks like (squashed bun, leathery meat), you would never buy it.  There may have been, at some time, a Wendy's hamburger that actually looks like the one in the ad, so this isn't really a lie.  When we go to a job interview, we dress up our lives as well.  

The question is, why do we even bother with an interview?  The only answer I can think of is that job candidates expect it, and they feel cheated if they don't get one.  So do we.  Personally, I would probably not feel comfortable hiring somebody I had not interviewed, even though I know that it is contributing virtually nothing to the quality of my choice.  It is irrational, but we do it anyway.  We also have to watch ourselves.  An interview is an emotion-laden experience--we have face-to-face contact with another human being.  The risk of making prejudicial decisions based on looks, gender, physical features, sympathy, or other irrelevant (and sometimes illegal) factors, is very high.  If there were ever a time to "manage affect," it is during an employment interview.  

2.  Testing. Testing is widely used in American industry.  It is relied upon by the U.S. Government (the Civil Service Exam, the Foreign Service Exam, etc.) as well.  Testing can be effective, BUT

a.  Testing can be prejudicial.  A good test will have been designed to remove racial, culture and gender bias--e.g. no obscure sports analogies which rely upon a knowledge of the sport to get the answer right.  

b.  The test must be reliable.  Test reliability is a very specific concept:  does the test measure the same way every time?  Are the questions and problems worded in such a way that they are understood the same way by everybody?  This is not easy to achieve, and even more difficult to measure. 

c.  The test must be valid.  Does the test actually measure what it is intended to measure?  All tests measure something, but does an employment test actually measure the skills needed for success in the job?  Many employment tests have never actually been validated.  They have "face validity," and it is assumed they measure correctly, even though this has never been determined by a proper evaluation of the instrument. Giving a test that is not valid is worse than doing nothing, because you think you have tested the candidate, when in reality, you have not.  She may have passed a test, but because the test didn't measure skills necessary for the completion of the job, it will not predict success.  It is really quite amazing how many companies and government agencies rely on tests for job selection that have never been validated. 

One approach to testing that addresses some of these issues is "empirical testing."  Empirical testing is a behaviorist approach to testing.  The basic idea is that, in a particular job, successful people have a unique set of behaviors, skills and attitudes that make them successful.  If I measure these aspects of successful employees, and then administer the same tests to candidates, I should be able to isolate the same skills in the candidates.  In its extreme form, empirical testing doesn't really even care if the test is directly related to the work being done. 

For example, let's say I had an automobile assembly plant and were hiring someone to install wiring harnesses.  If I were using empirical testing, I would round up all of my top wire harness installers and give them a battery of tests.  The tests could be anything--IQ, manual dexterity, critical thinking, questions about Star Trek--it doesn't matter what you ask.  On these tests, you see if there are areas where successful employees consistently score high and bad employees constantly score low.  If you find a test, or series of tests where high performers all score high, you then administer the same test to candidates, and hire the people who score the same as successful wire harness installers.  Make sense?  You don't care what the test is, as long as it predicts success. 

Of course, one would expect tests that measure skills and attributes closely related to the job would be the most predictive.  This is not necessarily the case.  Empirical testing has shown correlations between very odd things, and shown no correlations in areas where one would expect them.  For example, there is no correlation between piano playing and typing skills, even though both require finger dexterity.  On the other hand, if you found that all successful wire harness workers loved to listen to Mozart, and all bad workers hated Mozart, a fan of empirical testing would only take new employees from the ranks of the Mozart lovers.  

Most employment testing does not stray too far from job related skills.  The reason should be obvious.  If we don't know WHY Mozart lovers make better wire harness workers, we stand a good chance of making some really dumb employee decisions if that is all we use.  This is why most testing is designed to identify skills and attitudes that can be directly related to the work.  The interesting part of empirical testing is the comparison of successful employees with job candidates.  This is a concept, that helps establish validity. 

Some of the testing in industry and government focuses on the applicants' emotional state.  This type of testing uses personality tests, such as the Minnesota Multiphasic Personality Inventory (MMPI).  This test has had questions such as, "Do you still hate your mother" (I dare you to answer that one yes or no!), and among other things, is designed to identify psychopaths, sociopaths and other people with personality disorders.  For years, it has been given to teaching majors in many colleges to try to identify those who should not be interacting with children.  Is it valid?  Is it reliable?  It probably is.  It has been around for quite some time, and has been heavily validated. These types of tests, more than any others, need to be validated.  If they do not predict job success, they are just snooping into people's private lives. That is not appropriate. 

Testing must be used carefully.  There are serious moral, ethical and legal considerations in testing which go beyond the scope of this class.  On the other hand, well conceived tests, that have been checked for reliability and validity, can be very useful.  My favorite employment tests are those that go right to the heart of the job requirements.  For example, if you were hiring for a job that required an applicant to use a cash register, how could this skill best be tested?  I suggest you have the candidate use a cash register in a test!  To simulate reality, you might want to put severe time constraints on the applicant, to see how he reacts under pressure.  In other words, simulate the real environment as closely possible.  Because of the huge number of variables, this method may not be particularly predictive of success, but it can be highly predictive of lack of success.  That is, it will reveal a person who really can't hit the keys on a cash register, or read the labels correctly. 

3.  References.  You have to have them, right?  I suppose so, but how much good are they?  Let's face it--if you were applying for a job, would you provide me a reference from the bank where you were just fired for embezzlement?  I don't think so.  Most of us can come up with people who will write a recommendation.  Even Hitler had friends.  A qualitative reference doesn't mean a lot. 

There are a couple of ways to improve references: 

a.  You select the person to give the reference.  You need the applicant's approval, but ask them for the names of people YOU specify who have certain roles in their lives--past employers, teachers, colleagues at work, etc.  I know that this is ultimately still under the applicant's control, but we are talking about improving the usefulness of the reference, not making it perfect. 

b.  Don't accept unsolicited letters of reference.  Instead, send former employers a checklist or questionnaire.  Keep it short and to the point, to avoid respondent fatigue.  Don't ask for a recommendation, but isolate specific behaviors you need in the job, and ask for examples of the candidate's behavior in those areas.  If a former employer doesn't have to specify if your candidate was a good or bad employee, she is more likely to respond honestly.  Remember to keep it short--a former employer generally has little incentive to respond to you and will probably not answer long, intrusive questions.  A few key answers are better than nothing.  Again, avoid requesting broad value judgements.  Stick to questions that address specific behaviors.  For example, "did he come to work on time."  Make sure the issues you ask about are relevant to the job you are filling, and keep out all extraneous issues.  Ask yourself, "what can the former employer tell me that I can't find out from other sources."  You are asking the former employer to do you a favor, and if you have been referred by the candidate, you can be certain that she expects you to hear nice things.  Your candidate probably left under good terms, which means the former boss will not necessarily want to say bad things about your candidate.  To gets factual information from a former employer, you must ask questions that address very specific behaviors. 

c.  Make a phone call. When getting a reference, you need the data to be as rich as possible.  Face-to-face would be the best, but even hearing hesitations or inflection in the voice of the person giving the referral can give you clues you would not get from the written word.  Besides, people will say things they won't write. 

Caution: In working with referrals, you must receive specific permission from the applicant before contacting a current employer.  Remember that there are very legitimate reasons that applicants would decline.  Primarily, it is because they do not want their current employer to know that they are looking for a new job.  This warning may seem obvious to you, but you would be amazed at how many times I have been contacted by potential employers of a staff member, whom I didn't know was looking for work, and who did not give the caller permission.  This is an ethics question. 

4.  Biographical Information. This is otherwise known as the application form.  Relying too heavily on this form can be a source of bias.  As you have learned, much of the biographical information you collect is not predictive of success.  Age, for example, is not a predictor of the ability to learn.  Most other traits are not correlated with gender, race, or age either.  Even if they were, as we have learned, traits are not necessarily predictive of success on the job.  The most useful part of the application form is probably for payroll purposes--you need the address and Social Security Number of the applicant, so you know where to send the check.  You must have it, but you don't need to read more into the content than is actually there. 

5.  Educational Transcripts or training documentation.  Transcripts serve a very useful purpose.  They give you an assurance that the applicant possesses a standard set of skills.  Furthermore, they demonstrate that the candidate finished something that was hard to do.  The ability to stick to a task is a valuable asset in most jobs.  

Unfortunately evaluating transcripts can also be subject to the "halo effect."  They may play into our prejudices.  For example, is an MBA from Harvard better than an MBA from the University of Maryland?  Before you give the obvious and resounding "no" answer, look at your own motives.  Notice that even accepting the question as valid, brings YOUR values into the consideration.  Is not the real question, "can the candidate perform the task?"  What information do I gain by the fact that the candidate has an MBA?  Is the school important, or is the candidate's skill set important?  

Please note that I am not arguing against the concept of hiring a candidate because of the Harvard MBA.  I am arguing that you had better understand the exact reasons why the Harvard MBA is necessary, and why this degree is more predictive of success in this particular job than an MBA from any other school.  Also, you need to consider some sub-issues.  For example, if Harvard is the "best" MBA program, is a straight "A" student from the University of Kentucky as good as a "B" student from Harvard?  Are grades predictive of success?  I certainly don't know the answer to these questions, but if I were setting a Harvard MBA as one of my criteria for hiring, I would want to know why!  Just to say they are "better" is not enough!  How are they better, and what specific advantage do I gain?  

It is surprising to see how many employers don't ask themselves this question.  Their assumption is that a Harvard MBA is better than any other, which is probably the reason that Harvard MBA's have starting salaries far above the others.  Whether or not they are actually worth the extra money to the company is something that will vary by the needs of each employer.  Some employers are paying an extra $40,000 per year for a Harvard MBA, when for that particular job, a Pepperdine MBA would be just as effective.   For other jobs, where public perception is important, it might be a valuable selling point that the contact person in the company has a Harvard MBA.  As indicated, though, the question is really how important.  Is it $40,000 per year important???

5.  Patterned Interviews. This is a version of interviewing, but one with very different outcomes than the standard interview procedure.  A patterned interview differs from the standard one in its methodology.  In a patterned interview, an interviewer, or group of interviewers ask all candidates the same questions.  Each applicant gets exactly the same interview, both in questions and in the time allowed for the interview.  The questions are generally not biographical, but deal with issues that are predictive of success in the job.  For example, if I were attempting to hire a customer service representative in a travel agency, I would ask each candidate to describe what he or she would do if a customer wanted to go to Urumqi (Western China).  The interview follows a strict protocol.  The interviewers are instructed to talk very little.  The questions should be "open ended," requiring the applicant to think, and express complex opinions or ideas. 

Patterned interviews have proven to be predictive of success in the hiring process.  Regular interview are not.  Patterned interviews work best where there are two or more interviewers, who can score the interview for each candidate.  On the other hand, candidates often hate the patterned interview.  It violates their expectations.  When we think of having a job interview, we expect to sit in front of our potential boss for an hour and lie (oops), I mean elaborate about our past experience.  We want to dazzle her with our skill and expertise.  A patterned interview generally has no place for that.  The questions are all work related, and deal in real or hypothetical situations that can arise in the actual job.  It may be necessary to augment the patterned interview with a regular one, so the applicant feels he has had a chance to tell about himself. 

6.  Role Playing. This is much like the patterned interview, except taken to the extreme of actually having the candidate interacting in a simulated work environment.  Role playing exercises are usually graded by a panel of judges who observe, but do not interact with the applicant.  Often role playing brings several applicants together in a group simulation.  

Role playing can be very effective in showing how a candidate will react, but we must not forget that "observing a behavior changes it."  A role playing exercise can never be identical to the actual work experience.  Candidates are full of adrenalin, and their behavior in a role play may not match their actual behavior in the work place.  Also, some candidates are better actors than others, and unless acting skill is one of the key components of the job, that may not be helpful to you.  Finally, role playing is time consuming.  You need to decide if the time it takes for both you and the candidates to do a full scale role playing is justified by the additional capacity to predict success that it contributes. 

7.  Assessment Centers.  Assessment centers are a combination of all of the above.  Assessment centers will often combine tests, patterned interviews and role playing.  The candidate is put through a battery of exercises, which are scored or rated by observers.  At the end of the assessment center, the scores are tallied for each candidate, and selection is made on the basis of the scores.  The advantage of the assessment center is that it is very orderly, and fair.  Each candidate is treated exactly the same.  The disadvantage is that it takes a lot of time, and unless the process is properly validated (measures what it is intended to measure), you might as well just give an interview or throw darts at a list of candidates' names.  One of the big advantages of the assessment center is that it weeds out candidates who are not serious.  Since it requires a lot of time and effort, those who are either job shopping or see themselves as unqualified often self-select themselves out before taking the assessment center.  On the other hand, if the assessment center is well conceived and the skills being tested are predictive of job success, an assessment center can result in very good hiring.  It can also help you to with the candidates that aren't successful--by the time an assessment center is over, they know they haven't been successful from their own observation of the process.  When fairness is a big issue, as it is in U.S. Government hiring, an assessment center is a great way to assure an unbiased process.  


Questions: 

What do you think of each of these methods?  How effective are they?  Have you used them?  Have you used other methods?  What other methods do you think would help the hiring decision?  Would you hire somebody without an interview?  How do you insulate yourself from prejudicial thinking in the hiring process?  We have just talked about the hiring decision.  What about other decisions in the workplace?  Could there be methods like this for other decisions as well?  Performance Evaluation?  Work assignments?  Terminations?  


Remember to make your own comments and then respond to the comments of others. 
