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Abstract

Herding can lead to functional or dysfunctional teams
resulting in optimal, sub-optimal or no outcome. We
study herding in context of teams with a measurable
outcome and discuss how they impact group
performance. Our study indicates that herding is
dynamic and develops as levels of communication
changes with incompetence and indifference of
members. some group member(s) herd while others
continue This study is significant since it includes
indifference and incompetence as two new factors that
can lead to herding possibly leading to sub optimal
results. Professors/managers making teams should
pay attention to incompetence to avoid herding and
suboptimal results. Future research areas are also
discussed.

1.Introduction

Herding in groups can be counterproductive
as it leads to what Conradt et al (2003) has called
“Despotism” (following a dominant person or groups),
especially when the dominant person or groups
themselves are not competent. This can lead to sub
optimal decisions or loss of creative ideas. Some
groups herd while others do not.

Questions arises , Does herding impact outcome? To
study this we analyze four factors: indifference,
incompetence, imitation and incompetence, here, is
defined when group member(s) is(are) not familiar or
does not have domain knowledge to work on the task.
Indifference is defined when group member(s) is(are)
not concerned about the outcome of the task. Imitation
is defined when member(s) agree with the dominant
member(s) or group(s). Interaction is defined when
members engage in task and are equal contributor.

This paper addresses these questions and discusses
future research directions.

2. Literature Review

Herding in groups, however, may occur due to group
member’s characteristics and composition (Aggarwal,
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2014, Siu, 2016; Harrisburg et al, 2007), leadership
(Reynold, 2015; Chi et al, 2012; King et al,2009 ) ,
information sharing (Conradt et al, 2003). Broeder et
al (2016) described three levels of herding, weak, semi
strong and strong herding behavior as related to
pension funds. They argue “Weak herding occurs if
pension funds have similar rebalancing strategies.
Semi strong herding arises when pension funds react
similarly to other external shocks, such as changes in
regulation and exceptional ~monetary policy
operations. Finally, strong herding means that pension
funds intentionally replicate changes in the strategic
asset allocation of other pension funds. Without an
economic reason”.

Shen et al (2016) argue the quality and

credibility affects adoption of online reviews and this
behavior is influenced by two key determinant of
herding behavior, namely background homophily and
attitude homophily.
Several researchers (Aggarwal, 2016; Harrison et al
2010; Harrison et al 2007; Haughton et al, 2008; King
etal, 2009; Knippenberg et al, 2004; Kippenburg et al,
2007; Kravitz, 2005 ) have identified factors that affect
group behavior. These include group size, group
composition and both functional and surface diversity.
Commenting on group behavior, Dyer et al (2009)
found that both group size and the presence of
uninformed individuals can affect the speed with
which small human groups (eight people) decide
between two opposing directional preferences and the
likelihood of the group splitting possibly creating
dysfunctional groups. Several researchers (Aggarwal,
2014; Harrison et al, 2010; Kravitz, 2005 etc.) have
studied why groups become dysfunctional and/or
produce sub optimal results. Aggarwal (2016) noted
lack of functional expertise among group member(s)
or a “bad” apple can result in dysfunctional groups.
However dysfunctional group are not studied in this
paper.

Very little research related to herding in small
virtual group has been studied. Given limited research
in this area, this paper studies herding for small groups
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in controlled setting. Next section describes the model
followed by experiment and the conclusion.

3.The Model

The study proposes a three stage dynamic model to
study herding

e Stage 1. Teams work as swift teams. An
initial proposal is submitted by a team
member, getting to know each other stage

e  Stage 2: Group members evaluate each other
and indifference, incompetence, imitation
and interaction behavior emerge.

e Stage 3: Herding, engagement or
dysfunctionality occurs

Next section discusses the
observations from experiment.

Experiment and

4.The Experiment and Observations

The present study was conducted at an urban
public university in the Mid-Atlantic area. The
university has a non-traditional, commuter diverse
student population. We used web MBA and Master of
Science accounting students for this study. A database
course required of all accounting and MBA/MIS
majors was used. Typical student is working full time,
has family and takes on line or evening classes.
Students were divided in groups of 3 or 4. Most groups

had 3 but some had 4 due to enrollment numbers.
Students were give four assignments and the second
assignment (a group assignment) was used in this
study. First assignment was individual assignment
that covered basic structure query language (SQL) and
database design concepts. Second assignment was a
group assignment that built on the first assignment and
consisted of advanced SQL queries and database
design concepts. This allowed every participant to
have similar basic knowledge in database from first
assignment and solution that was available to students.
peer’s contribution and benchmark was the solution of
each case. Each case had peer evaluation and
individual grades were adjusted based on peer
evaluation. Individual grade was calculated as:

Several groups showed herding which was detected
based on group e-mails and group’s discussion in the
forum area. We selected two groups — one herding
(despotism) and one interactive (Democracy) group
for this paper.

Our results indicate that teams show herding
behavior over time, typically around stage 2. Teams
that share information have equal participation. In
addition, we also noted partial herding. This was
evidenced by the nature and frequency of
communication among team members.

Following section discusses the behavior of two
groups.
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Stage 1: Both teams had good start in stage 1. All team
members were involved and there was exchange of
information. Group members shared accounts and set
meetings. There was some attempt for limited
communication between members in team members
in all teams.

Stage 2: Differences started to emerge in this stage. In
one team, a team member posted partial solution and
herding started among teams. Communication
between members reduced and herding started. This
was related to social loafing and lack of functional
“competency”. In another team group members
created sub group and part of the group kept working
but one member went loafing.

Stage 3: In one team members accepted solution
posted by a team member but group members did not
work with the same team in future. Members
expressed concerns in surveys and implied distrust
among group members. In this group, group members
were “indifference” of group outcome and some group
members were “incompetent” in functional area to
provide any meaningful input. In another team one
member “resurfaced” in this stage and started
participating, which we call partial herding. This
group work resulted in good outcome. Group members
did want to work in the same group implying they
developed trust over time.

5. Summary

In this study, we studied group herding over time. We
extended the previous research (Conradt et al, 2009;
King et a, 2009; Sun, 2013) on herding by including
two additional group member’s characteristics,
“indifference” and “incompetence”. Our study reveals
that members start to mimic and herd if they lack
domain expertise and/or are indifferent to project to
what several researchers (King et al, 2008; Cordant et
al..2003) have referred to as despotism.

An interesting finding of our study was that partial
herding can occur over time which may self-correct
itself or evolve into democracy due to needs and social
indifferences (Conradt et al, 2009) or due to presence
of uninformed group members (Couzins et al. 2011).
In addition, study revealed sub groups are formed if
one or more members go in partial or full herding.
Sub-groups did not impact group’s performance. Our
research agrees with (Conradt et al, 2009, King, 2009)

that groups whose members are interactive
(participatory) and share information over time
provide cohesive output and better results However we
did not establish any cause-effect relationship at this
stage. Our study did show that if there is herding
possibilities, managers should address issues after the
first stage and not wait for it to resolve by itself as it
happened in team 1. Virtual teams are future and team
composition is of importance. This raises an
interesting question: should managers constantly
monitor teams to avoid herding? Our study, though not
conclusive, have implications for managers and may
provide some guidance on this issue.

6. Future Research

There are many interesting research areas related to
herding in groups. How herding self-corrects itself in
the long run? Can the rewards/punishment related to
project motivate group members not to herd? Future
research could build upon existing research by
replicating it over time across different groups and
group sizes. Also, it may be desirable to study group
diversity and its impact on herding. In addition, this
experiment should be replicated with different group
sizes to study the impact of size and diversity on
group’s herding behavior. Can herding be beneficial as
it removes unwilling participants from contribution?

7.Conclusions

Herding is way of life for both animals and
humans. For animals it is a necessity but for humans it
is not desirable since it can create sub optimal
outcomes for the group. It is necessary to study factors
that cause herding and avoid them. This paper studies
herding in small groups and provides guidelines for
future research and areas for further study.
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