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(a) Introduction

When employees help each other in organizations, they expect to receive favors and rewards from others in the future. This behavior is often known as social exchanges in organizations. Social exchange involves voluntary actions of employees and are motivated by the possibility of receiving returns in the future. For example, when Paul helps Mary to write part of her computer programs, Paul expects someone (Mary, Paul’s colleague, Paul’s boss) to recognize his effort and help him (or reward him) in the future.  

In general, there are two types of social exchanges found in organizations: transactional and relational exchanges. Under transactional exchanges, employees and employers negotiate a list of tasks and responsibilities ahead of time. Employees are motivated by the incentive in the contract to complete their tasks. Relational exchanges, on the other hand, are less specific about the list of tasks, rewards, and the duration.  One party may provide a service to another party expecting the other party to reciprocate.  However, the form and timing of reciprocation is not known.  In other words, when you help others, you may or may not receive benefits in the future. 

Because of this uncertainty, individuals have reasons not to contribute in organizations. In other words, they only complete their required tasks and will not give favors to others. However, this does not prevent certain individuals to receive favors from others. This is also known as the free rider problem. Free riders only receive and do not give. Free riders impose problems to organizations because if too many of them are there, organizations will be less able to complete their tasks (or have to hire more employees to get things done).

Takahashi (2000) was able to show despite free rider problem, social exchanges still prevail in society. This project is to show whether social exchanges can be developed in organizations when there is possibility to free ride.

Requirement
1. To re-create Takahashi’s (2000) computer simulation model.

2. To modify Takahashi’s original model and apply it in organizational setting. Doing so requires modification of several Takahashi’s assumptions. These include, but are limited to, the following situations –

(b) Creation of departmental units.

(c) Creation of organizational policy that rewards social exchanges to take place.

(d) Creation of organizational memory such that individual past actions will also be recognized.
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