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ABSTRACT:

This case study examines how perceptual biases—contrast effect, self-fulfilling prophecy, and selective perception—have influenced managerial decision-
making, performance evaluations, and team dynamics at AxisTech, a fast-growing technology company. These biases undermined fairness in employee
appraisals, hindered leadership development, and disrupted team cohesion.

Key examples include the unfair evaluation of employees due to the contrast effect, the reinforcement of negative expectations through self-fulfilling
prophecies, and selective perception shaping biased assessments. These perceptual disorders contributed to low morale, reduced employee retention, and a
decline in organizational culture.

The case highlights the need for AxisTech to implement strategies to mitigate these biases, such as training in implicit bias awareness, structured feedback
processes, and leveraging data-driven tools for fair evaluations. By addressing these challenges, the company can create a more equitable and productive
workplace.

Keywords: Perceptual bias, contrast effect, self-fulfilling prophecy, selective perception, leadership dynamics, employee appraisal, talent
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Introduction

AxisTech, a mid-sized technology solutions company specializing in cloud computing and IT services, has grown rapidly over the past decade.
Despite its technical success and expansion into new markets, the company has struggled with managing its internal dynamics, particularly
concerning its talent management and employee appraisal systems. As AxisTech’s workforce grew more diverse, several key issues related to
perceptual biases began to emerge, undermining both team cohesion and organizational efficiency.

This case focuses on three specific perceptual disorders—the contrast effect, self-fulfilling prophecy, and selective perception—and how they
influenced managerial decision-making, employee evaluations, and team dynamics at AxisTech. These perceptual errors led to skewed judgment
about employee capabilities, created inconsistencies in performance reviews, and contributed to poor leadership decisions, all of which resulted in
significant organizational challenges.

Students will be tasked with analyzing how these perceptual disorders impacted various aspects of AxisTech's operations, while also proposing
solutions to mitigate these biases in a rapidly evolving and diverse workplace.

Background of AxisTech

AxisTech, founded in 2011, initially started as a small IT consultancy firm but quickly grew into a regional leader in cloud computing solutions.
The company’s rapid expansion over the years resulted in a large influx of new employees, many of whom came from different industries and
backgrounds. With an increasing number of diverse hires, AxisTech’s management team sought to create a meritocratic culture, where employee
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performance and promotions were based purely on results. However, as the company grew, it became clear that subconscious perceptual biases
began to affect decision-making in ways that leadership did not anticipate.

Internally, employees began voicing concerns about the fairness of evaluations, especially during annual performance reviews. These concerns
were corroborated by the HR department, which observed a troubling pattern in how certain employees were rated and promoted. Managers were
frequently influenced by perceptual distortions, leading to inconsistent evaluations that damaged morale and affected the overall culture.

The Contrast Effect: Judging Employees Based on Comparisons

At AxisTech, the contrast effect was particularly evident during the performance review process. The contrast effect occurs when individuals are
evaluated not on their own merit but in comparison to other employees, often leading to a distortion in judgment. Managers at AxisTech were
unknowingly influenced by the performance of others when rating their direct reports, leading to significant discrepancies in employee evaluations.

A notable example involved two employees, David and Elena, both mid-level software engineers in the same department. David, a high performer
with several years of experience, was known for consistently delivering high-quality results and maintaining a strong work ethic. Elena, on the
other hand, was relatively new to the team, having joined only a year ago. Despite being competent and showing strong potential, Elena’s work
was frequently compared to David’s, particularly during performance reviews.

During the annual review, their manager, Alex, struggled to evaluate Elena’s performance without making direct comparisons to David. Since
David had set a high standard, Elena’s performance seemed average by comparison, even though she had shown significant growth and performed
well given her level of experience. As a result, Elena received a lower performance rating than she deserved, despite meeting all her objectives.

This misjudgment, influenced by the contrast effect, led to Elena feeling undervalued and demotivated, while David’s performance was
continuously highlighted as exceptional. The unfair comparison between them created an imbalance, with David being viewed as the department’s
standard-bearer while Elena felt her contributions were overlooked.

Self-Fulfilling Prophecy: Expectations Shaping Employee Behavior

Another perceptual disorder at AxisTech involved the self-fulfilling prophecy—the idea that an individual's expectations about someone can lead
that person to behave in ways that confirm those expectations. This phenomenon played out in various ways at AxisTech, particularly in the
relationship between managers and their teams.

One prominent example involved Sophia, a recently promoted team lead in the company’s sales division. Her manager, Mark, had doubts about
her leadership capabilities when she was first promoted, as she had limited management experience. Mark frequently expressed his concerns, subtly
indicating that Sophia might struggle in her new role. Although he never directly criticized her, his low expectations became clear through his body
language, minimal feedback, and lack of support.

Unconsciously influenced by these expectations, Sophia began to second-guess her decisions, hesitated to take initiative, and sought constant
validation from Mark, which only reinforced his belief that she lacked the confidence and competence to lead. Over time, her team started perceiving
her as indecisive and ineffective, which further fueled the cycle. This self-fulfilling prophecy played out in ways that not only affected Sophia’s
leadership but also diminished the team’s overall performance and morale.

Mark’s initial low expectations created a ripple effect, where his perception of Sophia’s abilities became reality due to the subtle cues and lack of
support he provided. Had he encouraged her and offered mentorship, Sophia might have thrived in her role. Instead, the prophecy fulfilled itself,
as both her confidence and performance deteriorated.

Selective Perception: Filtering Information Based on Personal Biases

The final perceptual disorder prevalent at AxisTech was selective perception, where individuals tend to focus on information that aligns with their
preconceived notions or beliefs while ignoring evidence that contradicts those views. Selective perception occurred frequently during project
evaluations and team meetings, particularly among the company’s leadership.

One telling case involved Javier, a highly skilled data analyst, and his supervisor, Rachel. Early on in Javier’s tenure, he made a few minor mistakes
in his data reports, which Rachel quickly noticed. As a result, Rachel developed an implicit bias against him, believing that he was prone to errors
and lacked attention to detail. Although Javier quickly rectified these mistakes and went on to deliver consistently accurate and insightful reports,
Rachel continued to view his work through the lens of her initial impression.
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During team meetings, whenever Javier presented his findings, Rachel would often zero in on minor inconsistencies, ignoring the overall quality
of his work. Even when his analyses were praised by other team members, Rachel remained skeptical, highlighting only the areas where she
perceived flaws. This selective perception prevented Rachel from fully acknowledging Javier’s strengths and contributions, which frustrated Javier
and led to strained communication between them.

Rachel’s selective focus on Javier’s early mistakes caused her to overlook his continued improvements and downplay his achievements, leading to
biased evaluations and missed opportunities for Javier’s growth. This not only impacted his professional development but also contributed to
feelings of dissatisfaction and underappreciation.

Organizational Impact

The combined effect of the contrast effect, self-fulfilling prophecy, and selective perception led to significant challenges at AxisTech:

e Ineffective Performance Management: Employees like Elena and Javier were unfairly evaluated due to perceptual biases, which
distorted their managers' views of their capabilities and hindered their professional development.

e  Lossof Talent: Individuals who felt misjudged, undervalued, or overlooked became disengaged, leading to increased turnover. In fact,
AxisTech’s employee satisfaction surveys showed a sharp decline in morale over the last two years, particularly among employees who
felt they were not being given fair opportunities.

e  Damaged Team Dynamics: The self-fulfilling prophecy, as seen with Sophia, led to diminished team cohesion and performance. When
managers failed to provide appropriate support or held negative expectations, it resulted in a lack of confidence and reduced productivity
within teams.

e | eadership Gaps: Biases in perception affected leadership development, with managers like Mark unintentionally sabotaging potential
leaders through biased expectations and selective feedback.

Concluding Remarks:

The case study of AxisTech highlights the profound impact that perceptual biases—such as the contrast effect, self-fulfilling prophecy, and selective
perception—can have on organizational dynamics, employee morale, and leadership development. These biases skew managerial judgment, leading
to unfair performance evaluations, disrupted team cohesion, and hindered professional growth for employees. The cases of Elena, Sophia, and
Javier underscore the importance of addressing these cognitive distortions to create a fair and equitable workplace. AxisTech’s challenges reveal
the need for a multi-faceted approach to mitigate the impact of perceptual biases. Strategies such as implicit bias training, structured feedback
processes, and the use of objective, data-driven tools can ensure that evaluations and decisions are fair and unbiased. Additionally, fostering a
culture of mentorship, transparency, and continuous feedback can help break the negative cycles created by these biases, allowing employees and
leaders to thrive. This case serves as a crucial learning opportunity for organizations aiming to navigate the complexities of human behavior in the
workplace. By proactively addressing perceptual disorders, companies like AxisTech can enhance employee satisfaction, improve retention, and
foster a collaborative, high-performing culture that supports both individual and organizational success.

Case Analysis Questions

Applying Perceptual Disorder Concepts:

1. Analyze how the contrast effect influenced the evaluation of Elena’s performance compared to David’s. What cognitive biases might
have driven the manager, Alex, to overlook Elena’s individual progress, and how did this contrast effect shape her overall appraisal?

2. Explain how the self-fulfilling prophecy affected Sophia’s leadership journey at AxisTech. In what ways did Mark’s low expectations
influence her behavior and performance, and how did this create a negative feedback loop?

Analyzing Behavioral Dynamics in the Workplace:

3. In the case of Javier, how did Rachel’s selective perception impact his ability to be seen as a valuable contributor? Discuss the long-
term effects that selective perception can have on an employee’s motivation and professional growth.

4.  Evaluate how the combination of the contrast effect, self-fulfilling prophecy, and selective perception influenced team dynamics and
leadership at AxisTech. How did these perceptual disorders contribute to an unhealthy organizational culture?

Evaluating Solutions to Address Perceptual Disorders:
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5.  Recommend strategies that AxisTech’s leadership could implement to mitigate the impact of perceptual biases in performance
evaluations and talent management. How could the company train its managers to reduce the influence of contrast effects, self-fulfilling
prophecies, and selective perception?

6. How might AxisTech use technology or data-driven approaches to minimize the impact of perceptual biases? Discuss the role that
objective performance metrics and anonymous peer reviews could play in reducing reliance on subjective perceptions.

Teaching Notes for Case

Applying Perceptual Disorder Concepts
1.  Contrast Effect and Elena’s Evaluation:
O Guide students to analyze how Alex’s bias influenced Elena’s appraisal.

O  Explore cognitive biases like anchoring (comparing Elena to a “high performer”) and how focusing on individual merit could
have altered her evaluation.

o  Key Insight: Managers should assess employees against role expectations, not comparisons.
2. Self-Fulfilling Prophecy and Sophia’s Leadership:

O  Discuss how Mark’s low expectations led to Sophia internalizing those doubts, reducing her confidence and creating a
feedback loop.

o Highlight the importance of mentorship and constructive feedback in breaking this cycle.
o  Key Insight: Managers should set positive expectations and provide resources for growth.
Analyzing Behavioral Dynamics in the Workplace

3. Selective Perception and Javier’s Case:
O  Examine how Rachel’s initial impressions biased her judgment and the long-term effects on Javier’s motivation and growth.
o  Discuss how selective perception can erode trust between employees and managers.
o  Key Insight: Ongoing feedback and focus on improvement can help overcome initial biases.

4.  Combined Impact on Team Dynamics:

o Facilitate a discussion on how these biases collectively contributed to organizational challenges such as low morale, poor
leadership, and high turnover.

o  Encourage students to identify underlying themes like lack of awareness and poor feedback systems.
o  Key Insight: Addressing these biases requires both structural changes and cultural shifts.
Evaluating Solutions to Address Perceptual Disorders
5.  Strategies for Mitigating Bias:

o Discuss training programs focusing on implicit bias awareness, equitable evaluation frameworks, and role-specific
performance criteria.

O  Role-play: Managers practicing unbiased performance reviews.
o Key Insight: A structured feedback process can ensure fairness and transparency.
6. Leveraging Technology and Data-Driven Approaches:

o  Explore how AxisTech could implement anonymous peer reviews, 360-degree feedback systems, and objective performance
metrics.
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O  Debate the advantages and limitations of technology in reducing perceptual biases.

o Key Insight: Combining data-driven tools with human judgment can improve fairness in talent management.

Assessment Tools

1. Class Participation:

O  Evaluate students’ contributions to group discussions and role-play activities.
2. Written Case Analysis:

o Assign individual responses to analysis questions, focusing on clarity of argument and application of theoretical concepts.
3. Group Presentations:

O  Assess how groups propose solutions to mitigate perceptual biases and enhance leadership.

Organizational Impacts to Highlight

®  Fairness in Performance Evaluations:
O Unfair evaluations lead to demotivation and disengagement.
e  Leadership Development:
O  Perceptual biases hinder potential leaders, as seen in Sophia’s case.
e  Team Cohesion:
O  Negative feedback loops can disrupt trust and collaboration.
e  Employee Retention:

o  Dissatisfaction stemming from perceived unfairness increases turnover.



